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INTRODUCTION

1. Chairman of the Public Accounts Committee, as authorised by
the Committee do present on their behalf this First Report on para
78 of Audit Report (Civil), 1967, relating to the Ministry of Supply,
Technical Development and Materials Planning regarding the Pur-
chase of Road Rollers.

2. The Audit Report (Civil), 1967, was laid on the Table of the
House on 7th April, 1967. The Committee considered the case at
their sitting held on 26th and 27th May, 1967. The Minutes of these

sittings have been maintained and these form Part of the Report
(Part-II*).

3. This case was considered by the Public Accounts Committee
(1966-67) at their sitting held on the 21st December, 1966, on the
basis of information furnished by the Ministry of Supply, Technical
Development and Materials Planning. The %,ommittee appointed a
Sub-Committee to consider this case in detail. The Sub-Committee
could nit however, proceed with the examination of the subject
i)ecause of the dissolution of the Third Lok Sabha on 3rd March,

967.

4. The Committee considered and finalised this Report at their
sitting held on 29th July, 1967.

5. For facility of reference the main recommendations/observa-
tions of the Committee have been printed in thick type in the body
of the Report. A statement showing the summary of the main re-
commendations/observations of the Committee is appended to the
Report (Appendix. X).

6. The Committee place on record their appreciation of the assis-
tance rendered to them in the examination of these Accounts by
the Comptroller & Auditor General of India.

They would also like to express their thanks to the officers of the
Ministries of Works, Housing & Supply (Department of Supply),
Finance and Law and the Central Bureau of Investigation for the
co-operation extended by them in giving information to the Com-
mittee.

NeEw DELyi; M. R. MASANI,
July 31, 1967. Chairman,
Sravana 9, 1889 (S) Public Accounts Committee.

*Not printed. One cyclostyled copy laid on the Table and five copies Pplaced in
Parliament.

(v)



PURCHASE OF ROAD-ROLLERS
[Para 78 of Audit Report (Civil), 1967]
CHAPTER 1
INTBODUCTORY

- Brief History of the case:

The United Provinces Commercial Corporation was set up in
1945 as a firm with two partners. The partnership was registered
with the Director General, Supplies and Disposals as agents and
distributors of certain foreign manufacturers. On 17th March, 1955
they applied for registration as suppliers of road rollers, manufac-
tured by Malcolm Moore of Australia. The firm’s application was
not accepted. They were told to advise their principals to get them-
selves registered with the Director General, Supplies and Disposals.

1.2. Meanwhile, an allied concern, viz., M/s. Agrind Fabrications
Lad., was granted a licence early in 1957 by the Ministry of Com-
merce and Industry for the manufacture of diesel road rollers. In
February 1958 this firm requested the Director General, Supplies
and Disposals, to allow associates M/s. United Provinces Commer-
cial Corporation the partnership concern mentioned above to have
direct dealings with the Director General Supplies and Disposals,
on behalf and some orders for indigenous road-rollers manufactured
by M/s. Agrind Fabrications Ltd. were placed on this allied concern.
Upto September, 1960, four acceptances of tender for 30 indigenous
road-rollers were placed with this partnership concern.

13. In January 1958 a second allied concern, viz., M/s. United
Provinces Commercial Corporation (P) Ltd., was incorporated
under the Companies Act as a private limited concern. This concern
applied for registration on 3rd August, 1960 and was registered with
the Director General, Supplies and Disposals, on 1st May, 1961, for
tractor shovels and subsequently for other items, including impor-
ted road rollers manufactured by firms in the United States of
America and West Germany.

1.4. A tender inquiry for road-rollers was issued, amongst others,
to Messers United Provinces Commercial Corporation (the partner-
ship concern) on 1st August. 1960. A quotation was, however, re-
ceived not from United Provinces Commercial Corporation, the part-
nership concern, but from M/s. United Provinces Commercial Cor-
poration (P) Ltd. which as stated above applied for registration on
3rd August, 1960 but was not actually registered till 1st May. 1961.
However an order for 15 AGRIND/MOORE road rollers was placed
for the first time on 22nd September, 1960 on M/s U.P.C.C. (P) Ltd.
on which date neither Messrs United Provinces Commercial Cor-
poration (P) Ltd. nor Messrs Agrind Fabricationg Ltd. had been
registered with the Director General, Supplies and Disposals for
supply of road rollers manufactured indigenously by the latter firm.
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15. During the period 1959 to 15th September, 1966, orders for
1229 road-rollers (176 from 1959 to 14th July, 1963, and 1053 from
15th July, 1963 to 15th September, 1966) costing Rs. 6.01 crores were
placed on the firm,

-

1.6. Under the standard terms of payment prevalent in 1963, 95
per cent of the cost was payable after inspection and proof of des-
patch and the balance of 5 per cent on receipt of stores by the con-
signees. .

1.7. In April, 1963, the firm wrote to the Director General, Sup-
plies and Disposals, that they could increase their production if pay-
ment was made on proof of inspection rather than on proof of des-
patch. The request was considered by Government and it was de-
cided in July, 1863, that the firm should be paid 90 per cent of the
cost on proof of inspection, another 5 per cent on proof of despatch
and the balance 5 per cent on receipt of stores by the consignee,
It was stipulated that :—

(i) the question of inclusion of a Warranty clause in the con-
tracts should be examined;

(ii) the revised payment terms should be valid for six months
in the first instance; and

(iii) it should result in increased production.

1.8. The question of including an indemnity bond in the contracts
was also examined in consultation with the Ministry of Law who
expressed the view that the bond could be dispensed with if a condi-
tion was included in the contracts to the effect that the contractor
would hold the goods ordered for at his risk and responsibility until
actually delivered. Consequently, the question of obtaining an in-
demnity bond was dropped. This clause suggested by the Ministry
of Law was included in 10 acceptances of ienders but was omitted
later in the subsequent.................acceptances of tenders.

1.9. According to Audit, the firm had not despatched till the
“15th November, 1966, 417* road rollers on which they drew 90 per
cent of the cost amounting to Rs. 187.97 lakhs during the period
from 1963 onwards. Against this, the firm refunded Rs. 15 lakhs on
9th November, 1966 and promised to refund a further sum of Rs. 5
lakhs by 20th November, 1986, which they have failed to do. Accord-
ing to Audit, the firm also failed to furnish the promised insurance
guarantee (to be converted into bank guarantee) for payment of

the entire balance by about the end of December, 1966.

1.T0, The following table shows that there were considerable de-
lays in'the despatch of road rollers by the firm after they had drawn

*Includes &9 road rollers orders for which were cancelled after inspection and
drawal by the firm of 9o per cent gdvance.

I
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90 per cent advance payments on inspection :—

Period of delay 1963-64 1964-65‘ 1965-66 Total
(in months)
n @ n €)) (1) ) @ (€]

121025 . 13 5-63 §7 2485 10 438 80 34-36
6to1r1 . 61 26-85 121 52°84 50 22-08 232 101:°77
3to §. . 60 26-06 43 18:76 45 19-90 148 64-72
1t02 , . 46 19°92 18 7°8s 30 1331 94 41-08

TorAL 180 78-46 239 104°30 13§ 59°67 554 242:43

(1) Number of road rollers.
(2) Amountjof 90 per cent advance in lakhs of rupees.

1.11. Complaints were received by the Pay and Accounts officer
from various consignees as regards :—

(a) non-receipt of road rollers even after taking advance of
90 per cent of the cost on inspection;

(b) delay in receipt of road rollers after taking advance of 90
per cent of the cost;

(c) intimation of incorrect particulars of railway receip'ts by
the firm to the consignees;

(d) manufacturing defects in road rollers,

1.12. These complaints were brought to the notice of the Director
‘General, Supplies and Disposals, by the Pay and Accounts Officer.
Similar complaints were also received by the DGS & D, from the
‘consignees direct. On these only warnings were issued to the firm.
Government informed Audit in December, 1866, that all pay-
ments due to the firm had been stopped untill the amount over-
drawn by the firm was adjusted. The case had also been referred
to the Special Police Establishment for investigation on the 25th
November, 1966.

1.13. In the subsequent chapters, the various lapses which have
taken place in this case are dealt with.



CHAPTER 11
PLACING OF ORDERS WITH AN UNREGISTERED FIRM

In a written note, the Committee were informed: “Neither M/s.
UP.C.C. (P) Ltd. nor M/s. Agrind Fabrications Ltd. have been
registered with the D.G.S.&D. for supply of road rollers manufac-
tured indigenously by the latter firm.” During evidence, the Com-
mittee asked whether it was the usual practice for the D.G.S &D.
to place contracts with un-registered firms. The Secretary, Depart-
ment of Supply replied: “It is not the normal practice but orders
are placed with unregistered firms in certain cases.”

2.2. The Committee understand from the note furnished by the
Department of Supply that in connection with scrutiny of appli-

cations for registration received from firms, the following reports
are called for:—

(a) Report from the Bankers regarding financial stability;

(b) Current Income-tax Cléarance Certificates and every year
thereafter;

(¢) Ownership documents in respect of machinery in the
factory and in the godown where necessary;

(d) Inspection Report from Inspection Circle concerned on
the firm's factory/workshop/godowns in order to ascertain
their capacity and capability as manufacturers/stockists;
and

(e) Where considered necessary, report on the standing and
respectability of the firms and the ownership of the

factory etc. will be called for from the Civil Authority
of the area.

2.3. According to the procedure in vogue during 1960-61, regis-
tration given for a particular store or group of stores was provi-
sional for one year in the first instance in cases where the firms
had not secured or executed any order from the Director General,
Supplies and Disposals. This provisional registration was, how-
ever, to be confirmed for three years if suppliers had secured and
satisfactorily executed at least one order from the Directorate
General. This procedure was changed from 15th April, 1965, after
which registration for a particular store or group of-stores is given
initially for a period of since years and is subject to renewal at the

end of the peri If a firm is registered for additional stores during
the period of validity of the original registration, the registration
for such additional stores expires with the original registration.
A Bank Report is not generally called for in the case of renewal of

registration. Inspection Reports are also not called for at the time
of renewal if there is no change of stores.

2.4. The Committee asked how the firm was asked to supply
indigenous road rollers in 1960 when it was not registered for that
urpose. The Secretary, Department of Supply, stated: “It was a
apse. No orders should have been placed if the irm was not regis-
tered.” Explaining the reasons for not following the normal prac-

4
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tice, the witness stated: “On account of the fact that this firm had
supplied imported road rollers, a view was taken which, in my own
judgment, was not a correct view, that orders might be placed with
the firm notwithstanding that it was not registered, notwithstanding
the fact that no security deposit was taken, notwithstanding the
fact that no income-tax clearance certificate was obtained.” Asked
if there had been any complaints about the supply of imported road-
rollers by the firm, the witness replied: “There were no complaints.
At least no complaint was brought to our notice”.

2.5. Asked if the other suppliers of road-rollers were registered
with the D. G. S. & D., Secretary, Department of Supply, stated that
Messrs Britainnia and Messrs Jessops were registered. In the case

of Garden Reach Workshop, the question of registration did not
arise, as it was a Government undertaking.

2.6. The Committee are unable to understand how orders tor
1229 road rollers involving a cost of Rs. 6.01 crores were
the firm from 1959 to September, 1966. The Committee feel that
it the conditions prescribed for registration had been strictly en-
forced the serious short comings of the firm in the matter of its
capacity to undertake execution of orders as well as in its standing
and respectability would have come to notice right from the
beginning. “The Committee find it difficult to believe that the
failure of the office of the D.G.S.&D. to ensure compliance with the
prescribed conditions was merely a lapse and feel that a full in-
vestigation into the circumstances under which orders were placed
on these firms from 1960 to September, 1966 is called for.”

The Committee would also like Government to review all cases
where large orders involving ‘substantial amounts have been plac-

ed on unregistered firm without complying with the prescribed for-
malities for verification of reliability and capacity to execute orders.

Non-fulfilment of conditions prescribed for placing of orders on un-
registered firms.

2.7. The Committee have been informed in a note that “Orders
are placed on unregistered firms only after verification of their
capacity by the D.G.S.&.D. Inspection Wing/Defence Inspectorate.
Their financial standing is verified by calling for a report from
their bankers. In fact. it is made clear in the invitation to tender
itself that offers of unregistered firms are liable to be ignored if they
fail to furnish the names of their bankers as well as the Income tax
Clearance Certificate and performance statement in the preseribed
proforma, detailing the full particulars of orders, if any, executed by
them, placed by D.G.S.&D. or any other Government Department,
m:rrrnalp a security deposit upto 10 per cent of the value of the con-
tract whrch has been reduced to 5 per cent of the value of the con-
tract with effect from 1-1-1964, is also obtained from unregistered
firms for due performance of the contract. If, however, the item
or items for which the order is proposed to be placed happens to be
an item allied to one for which the firm is registered, or the officer
approving the contract is of the opinion that such security can be
dispensed with, no security deposit need be called for. In the letter
case, the reasons for dispensing with security deposit be clearly
recorded in the relevant purchase file. On untried firms, only trial
orders should be placed".
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Verification of production capacity

2.8. The D.G.S.&D. has always been reluctant to place orders
on un-registered firms as their manufacturing capacity is unverified.
The first order comprising 4A/Ts. for indigenously manufactured
Agrind Moore Road Rollers was placed on M/s. UPCC (partnership
concern) on 17/19-3-1960. A report on the capacity of M/s. Agrind
Fabrications Ltd., the manufacturers of these road rcllers, was not
called before the placing of the first order and it is stated that “the
purchase file does not reveal the reasons”. According to the Ministry
“Presumably, the verification of the firm's production capacity might
have been made by the Development Officer as the Director General,
Technical Development, had licensed M/s._ Agrind Fabrications Ltd.
for manufacture of these road rollers indigenously”. In their note
dated the 13th July, 1967 the Deptt. of Supply stated “D.G.T.D.
have intimated that originally an industrial licence was issued to
M/s. Agrind Fabrications Ltd. for the manufacture of 144 road rol-
lers per annum. The licensed capacity of the firm was subsequently
enhanced to 400 number per year by the Ministry of Industry.”

29. The first order for indigenous Agrind Moore Road Rollers
with M/s. UPCC(P) Ltd. for 15 road rollers.was placed during
‘September, 1960. The firm had submitted a quotation in response
to a tender addressed to M/s. UPCC (partnership concern). hile
considering this offer, the performance of the partnership concern
against the previous contract was token note of. In view of the
inordinate delay in executing these orders. the Inspection Wing
suggested that it would be necessary to obtain a fresh capacity
report of M/s. UPCC and M/s. Agrind Fabrications Ltd., the manu-
facturesrs, A capacity report was accordingly called for on the 3rd
‘September, 1960, and it was furnished by the Directorate of Inspe-
ction on Bth September, 1960, and 14th December, 1960, indicating
the capacity of the firm as 10 road rollers per month.

2.10. The Committee note that a capacity report was called for
and received in September, 1960 in respect of Mrs. Agrind Fabrica-
tions Ltd. It is a serious omission that the production capacity was
not verified either through D.G.T.D. or directly by the D.G.S.&D.
before placing the first order in March, 1960.

Non-verification of financial position

2.11. One of the safeguards provided while placing orders on
unregistered firms is to verify their financial standing by calling for
a report from their bankers. The Committee inquired whether the
financial position of the firm was so verified in 1959 or subsequently.
The Secretary, Department of Supply, replied. “No, Sir”. Asked
whether it was not the normal practice to ascertain the financial
position of the firm before placing orders, the witness stated that
the normal procedure was not followed in this case. Asked whe-
ther the bankers’ certificate was obtained in the present case, the
witness replied that “No bankers’ certificate was taken”. Asked if
anything was dane to ascertain the financial position of the firm,
the witness replied in the negative.
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2.12, Asked whether the D.G.S.&D. had any material from
which the financial position of the firm could be ascertained at any
time, the Secretary, Department of Supply, stated that the firm had
been registered for supply of other types of imported stores like
excavators. At that time the usual financial investigation was made.
But later on. when orders for road rollers manufactured indigenously
were placed, the firm was not registered for that purpose and their
financial position was not gone into, on the &ssumption that all
these formalities had been complied with as the firm was already a
registered one. Asked if the Finance Ministry had approved of this,
the representative of the Ministry of Finance stated that as no regis-
tration had been carried out with regard to indigenous road rollers,
the checking up of the financial position of the firm did not come up
’ti? a stage where it could have been referred to the Ministry of
Finance.

Security Deposit not Taken

2.13. The Committee were informed in a written rote that no
security deposit was taken from M/s. UP.C.C. (P) Ltd. in Septem-
ber, 1960, or subse% ently, even though it was not registered with
the office of the D.G.S.&.D. for supply of road rollers manufactured
indigenously. The financial position of M/s. Agrind Fabrications
Ltd. was stated to be unsatisfactory in March, 1960, as is evident from
%1&(-; %O}ED dated 28th March, 1960 recorded by one of the Directors of

“. ......1t is also learnt. ......that though the authorised capital
with M/s. Agrind Fabrications Ltd. is Rs. 10 lakhs, the
issued capital is only Rs. 43 lakhs and the paid-up
capital is only Rs, 1} lakhs. Their financial position
does not seem to be satisfactory...... ”

2.14. The Committee have also been informed in a note that “It
has been noticed on re-verification that the question of security
-deposil was examined in September, 1960, while considering place-
ment of an order for 30 road rollers on the firm, when it was decided
that as the manufacturers, M/s. Agrind Fabrications Ltd., had manu-
factured road rollers for the D.G.S.&.D. in the past, no security de-
posit need be taken. The question of furnishing security deposit was
again reviewed in March, 1963 and it was decided not to ask for secu-
rity deposit as D.G.S.&D. were placing orders continously and M/s.
UPCC(%; Ltd. were one of the main sources for the supply of indi-
genous road rollers. It was also mentioned that the firm were
registered for other stores also”.

2.15. During evidence, the Secretary, Department of Supply,
stated: “in this particular case, I am afraid, I feel that a security
deposit should have been taken........ The supply of road rollers
was effected in the past by the firm quite satisfactorily and in view
of that this question of security deposit was not considered.” Asked
in what way the firm’s past %erformance was considered satisfactory,
the witness replied that in the past the firm had supplied imported
road rollers in 1957 and they had effected the suoplies according
to requirements. On his attention being drawn to 23 complaints
{Appendix I) received before July, 1963, against this firm for supply
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of road rollers, the witness agreed that the performance of the firm
was not satisfactory. The witness added that “The supply of road
rollers was very urgently required and the capacity was also limited.
In view of the fact that earlier in 1957 the firm had supplied imported
road rollers, the question of security deposit was not considered. It
was a lapse. In my view it should have been considered”.

2.16. The Committee regret to note that the Directorate General,
Supplies & Disposals failed to verify the financial standing of the
firm by calling for the prescribed banker’s certificatc before placing
large orders between 1960 and 1966.

2.17. It is also surprising that no security deposit was taken cither
from the partnership concern M/s. UPCC or from M/s. UPCC (P)
Ltd. from 1959 onwards. In view of the fact that the financial posi-
tion of the manufacturers of Agrind road rollers, i.e, M/s. Agrind
Fabrications Ltd., was known to Government to be unsatisfactory

ag early as March, 1960, the Committee find no justification for not
taking adequate safeguards by way of a security deposit. Further,
there were 23 complaints (App. I) upto July, 1963, regarding the
supply of road rollers by this firm. The Committee feel that these
eomplaints and the unsatisfactory financial position of the firm should
have alerted the D.G.S.&D. to the need to take proper steps to safe-
guard the financial interest of the Government. They regret to note
that these steps were not taken.



CHAPTER 111
RELAXATION OF TERMS OF PAYMENT

The terms of payment in the first A/T placed on Messrs. U.P.C.C.
(P) Ltd. in 1960 were the standard payment terms, viz.,, 90% after
inspection by the Director of Inspection and proof of despatch and
the balance of 10% on receipt and acceptance of stores by the con-
signee. These terms of payment continued for all supplies made by
the firm between 1960 and July, 1963 when payment terms were re-
vised. Before introduction of the revised terms of payment in July,
1963, orders were placed on the firm through A/Ts for 176 road

rollers.

3.2. Between 1960 and July, 1963 it is on record that the firm made
six requests for revising the terms of payments based on two alter-

native formulae,

(a) 80% on a certificate of raw materials being ready, duly
countersigned by their bankers;

(b) 90% after inspection by the D.G.S. & D. inspectors and
the balance after receipt of stores at site.

3.3. Details of these requests are given below:

3.4. First request dated the 3rd March 1960.—This request was
actually made by the partnership concern, United Provinces Com-
mercial Corporation. The firm offered a discount of 1% if progress
payments were made to them in the following manner:—

(a) 80% of the value of the equipment payable against a certi-
ficate of raw materials being ready, duly countersigned

by their bankers;

(b) 10% of the value of equipment against inspection and
proof of despatch, and

(c) 10% balance after final inspection or within 30 days from
the date of delivery.

This request was examined in the office of the D.G.S. & D. The
Directorate concerned had the following objections to the request

being granted:
(a) The firm’s poor past performance.
(b) The firm’s unsatisfactory financial position;

(c) such a facility once granted would create an embarrassing
precedent.
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The Deputy Financial Adviser attached to D.G.S. D. supported it on
financial grounds in view of the discount offered.

3.5. The Director General was opposed to the request on the
grounds stated above by the Directorate and the firm’s application
was rejected in consultation with the Department of Supply, Ministry
of Economic and Defence Co-ordination and the Financial Adviser.

2nd request dated 12th August, 1960:

38. This was also by the partnership concern. This was a reite-
ration of the first and was rejected in view of the earlier decision.*

3rd request dated 10th February, 1961:

3.7. This and subsequent requests were made by UP.C.C. (P)
Ltd. The firm requested authorisation of payment for inspected road
rollers oh production of their bills together with relevant inspection
notes, The firm stated that, if desired, the road rollers could be deli-
vered to any authority nominated by the D, G. S. & D. The request
was rejected as it was felt that the terms would act as a disincentive
to the firm to get railway wagons.

3.8. The 4th request was made by the firm’s representative at a
meeting held in the room of Director General on 30th March, 1961,
when they complained of blockage of their capital on account of
delay in despatch of completed and inspected road rollers due to
non-availability of wagons, and pressed for on account payments.

3.9. This request was turned down on the following grounds:—

(a) The firm were having teething troubles and there were
rejections against past contracts, for some of which supplies
were also outstanding.

(b) The firm were, therefore, not dependable and their offer
would normally have been ignored.

(c) Orders were being placed on the firm only because of the
need to utilise all the indigenous capacity available.

5th request dated 19th April, 1961:

3.10. This was made against the tender for 37 Nos. The firm's
offer was in the following terms:—

“As per your suggestion that we reconsijder the quantity dis-
count offer, in this particular instance for the order of 37
road rollers, we shall be prepared to give a rebate of Rs.
250/- each unit in case this bulk quantity is placed on us.
As mentioned to you, however, we would be prepared
to give 4% rebate on the prices quoted above, in case.

(1) 90% payment is made against final inspection at works in
Calcutta and, before despatch and delivery at Calcutta as

*In a subsequent letter, the Deptt. of Supply has stated as certain pages
of noting portion are missing, it cannot be said whether this offer of the
firm was at all considered.
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accepted in A/T No. SE7/13118-L|I1|12843 dated the 1lth
October, 1860. 10% value of the equipment to be paid
within 30 days from the date of receipt of Road Rollers
by the consignee or after satisfactary trial whichever is
earlier, or alternatively.

(2) 809, .payment is made for bankers’ certificate, for raw
material, 109, at final inspection at works in Calcutta,
109, value of the equipment within 30 days from the date:
of receipt of the road rollers by the consignee or after
satisfactory trial which ever is earlier.”

3.11. The request was also turned down in view of the earlier
decisions. '

6th request dated 8th November, 1962:

3.12. The firm asked for assistance in getting priority for railway
wagons or, alternatively, authorisation to deliver road rollers to the
DGS & D’s authorities or their nominess in Calcutta and for the
facility of being able to present their bills to the P & AO supported
by receipted delivery challans signed by the DGS & D’s nominees.
This request was in the nature of permission to make local deli-
veries. The request was rejected. The Progress Wing of DGS&D's
Calcutta, was however, asked to assist the firm in getting road rollers
moved to the respective consignees.

Tth request dated 6th April, 1963:—

3.13. This was contained in a letter to the Director General.
The firm requested:

(a) 95 per cent payment after proof of inspection,
(b) 5 per cent payment after receipt at site by the consignee.

3.14. Before the 7th request of April, 1963, of the firm is
dealt with in detail, the Committee would like to mention briefly
some of the factors which affected the supply and demand of road
rollers. As a result of Chinese aggression in October/November,
196%, the demand for road rollers increased sharply. The production
capacity of the three supplying firms, Messrs UPCC (P) Ltd., Messrs
Jassops and Messrs Britannia Engineering, was about 500 machines
at that time. The Secretary Ministry of Transport estimated in
November 1962 that the minimum requirements of Ministry of

Transport for emergent road and bridge works would be 500 road
rollers. He even suggesied the freezing of the existing stocks and
future produyction, so that supplies could be made available for emer-
gency requirements. It was accordingly arranged by the Ministry
of Commerce and Industry that the existing stocks and future pro-
duction would be frozen and that releases would be made by the
DGS & D. These arrangements were put into effect in November,
1962, and have been in force since then.

- 3.15. A number of steps were also taken to augment the produc-
tion of road rollers. On 20th November, 1962, a8 meeting was con-
vened by the Ministry of Commeree and Industry (Development
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Wing) which was attended by representatives of all the manufac-

turers of road rollers. The manufacturers drew attention to the
fcllowing difficulties : —

(i) Inadequate supply of powers for 3 shift production;

(ii} Inadequacy of .foreign exchange for essential imported
components,

(iii) Shortage of railway wagons.

At this meeting the representative of Messrs Agrind Fabrica-
tions Ltd., stated inter-alia that they were then producing at the rate
of 10 road rollers per month but they could increase their production

;g 630 road rollers per month by working three shifts from January

3.16. The Department of Supply extended assistance to the manu-

facturers to get power supply, adequate allocation of foreign ex-
change, etc.

Lonsideration of request of firm for grant of special payment terms:

3.17. The firm in their letter dated 6-4-1963 to DGS&D
(Appendix II) recounted some of their difficulties in increasing
production and added: “If you could effect payment as soon
as stores are tendered for inspection and have been duly inspected

it would be possible for us to give you 30 road rollers and even
more per month”.

3.18. It appears that the Chairman of the firm saw the DGS&D
on the 8th April, 1963 to pursue this request. The DGS&D noted
as under :—

...... Chairman UPCC told me that for increasing produc-
" tion they may be given 95 per cent on inspection and the
balance to be paid on receipt by the consignee. As we
are utilising the entire production and as there is always
sometime lag between inspection and despatch. I have
no objection to payment on inspection. This may be ex-
amined in consultation with Finance.” ’

3.19. The relevant Directorate proceeded to examine the firm’s
request, as desired by the Director General, and made a recom-
mendation or progress payment of 95 per cent on the basis of inspec-
tion notes. The Director General submitted the case for sanction to
the Department of Supply (Ministry of economic and Defence co-
ordination) with the following note dated the 14th May, 1963,.which
he recorded, after discussion with the Deputy Financial Adviser:—

“Deputy Financial Adviser discussed this question with me
yesterday. He desired to know if there are any special
circumstances which would justify a modification in our
normal payment terms.

The total demand of Road Rollers for the Transport Ministry,
Border Roads and Defence is of the order of 1,000 Nos.
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for 1863, In addition demands from other indentors is
about 300. The production in 1962 was of the order of 500.
With a view to meet the very large demand for road rol-
lers; the Ministry of Heavy Industries have already
released adequate foreign exchange for the import of com-
ponents. Inspite of the various facilities given the pro-
duction from the three units is still lagging behind. There-
fore, it is necessary that an all-out effort should be made
to increase the production. In the course of discussion
which Chairman, UPCC, had with me, he told me that
they could step up their production from 20 to 30 Nos.
per month but one of their Limiting factors was finance.
It was their experience that considerable delay takes
place between the date of inspection and the date of des-
patch as wagons are not readily available. Unlike trucks,
road rollers cannot be transported by road over long dis-
tances. Therefore despatch of road rollers has necessarily
to await the availability of wagons. This means that
roughly there is a delay of about 30 days between the
date of inspection and the date of despat:h resulting in
locking up of their capital. In these days of tight credit
the firm is unable to obtain accommodation from the banks
to the extent desired. Therefores Shri ........... bos oo
(Chairman UPCC) felt that unless they are allowed pay-
ment on inspection, they would be unable to find the ne-
cessary funds for expanding the production of rollers from
20 to 30 per month. We, on the other hand, are badly in
need of increased production to meet the demands of the
various indentors., We should' not, therefore, object to
the demand made by the firm and thereby lose the increas-
ed production potential. I therefors, suggest that we
axcept the request of the firm and allow payment of 95
per cent of the cost on production of inspection note with-
out proof of despatch. We would at the same time ins-
truct the firm that they should not relax in their efforts
to obtain wagon space having obtained 95 per cent of the
cost on inspection. In any case, it ls in the firm’s interest
to despatch the rollers as quickly as possible as otherwise
these rollers would be blo~king up space in their factory
premises and the firm will not be able to receive the
ba:!ance 5 per cent until the rollers reach the consignee’s
end.

If the other road roller firms also ask for a similar concession,
we mav have to concede the same. It mav be recalled that
we had allowed this concession to M/s. TELCO for TMB
chassis required for defence.”

3.20. This request was considered in the Ministry of Economic
and Defence Coordination (Deptt. of Supnly) and finally sanctioned
on 17-68-1963 in the following terms:—

“We are anxious that oroduction of road rollers should increase
and that any difficulty experienced in achieving the plan-
ned-out-time should be resolved. The performance of M/s.
UPCC has not been satisfactory in the past. They have
,not kept their production targets. They have represented

1551 (Aii) LS—2.
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that due to non-availability of wagons, they could not des-
patch their Road Rollers and that, apart from the con-
gestion of their yard, they locked up their capital. We
may agree to the proposal and authorise payments of 90
per cent and not 95 per cent on inspection. Balance 5 per
cent on despatch and take further safeguard to protect
Government's interest. The Warranty clause may be re-
examined. The above relaxation may, in the first instance,
be valid for six months, and should be accompanied by
increased production”.

3.21. As a result of the above noting, the terms of payments were
relaxed as under:—
(a) 90 per cent on inspection certificate;
(b) 5 per cent on despatch;
(¢) the last 5 per cent on consignee receipt certificate.

3.22. The Ministry of Law who were also consulted regarding
the obtaining of an indemnity bond, advised the inclusion of a
general clause in the contracts. Relaxation in terms of payment
was conveyed to the firm on the 15th July, 1963 as under: —

“It is proposed to amend the payment terms as under in case
%f ﬁontracts placed on you for the supply of Road
ollers:—

90 per cent on inspection -certificate, 5 per cent on despatch
and balance 5 per cent on consignees receipt certificate.

You will, however, hold the goods ordered for at your risk
and responsibility until actual delivery. Kindly confirm
immediately that you are agreeable to this. This is how-
ever without any further commitment at this stage.”

3.23. The Committee find that two Iimportant conditions on
which Government had agreed to sanction relaxation in the terms
of payment on 17th June, 1963, were:—. . . ..

(1) in the first instance the relaxation will be valid for six
months; and

(i1) it shiuld be accompanied-by increased production.

3.24. The Committee are not able to appreciate why the afore-
mentioned important conditions were neither communicated to the
firm in July, 1963, nor any concrete follow-up measures taken to
ensure their compliance.

Unsatisfactory financial position of the firm

3.25. Referring to the rejection of the firm's first request dated
3rd March, 1960 for relaxation in terms of payment on the ground
of their unsatisfactory financial position, the Committee asked why
the financial position was not critically examined before agreeing
to their request for relaxation in terms of payment made in April,
1963. The Secretary. Department of Supply, stated that the fact
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that the financial position of the firm was not satisfactory was
known to the officers who dealt with this case. The firm had them-
selves represented that, because of their insufficient financial re-
sources, it was not possible for them to step up their production of
road rollers. According to the firm, because of difficulty in getting
wagons and the time-lag of 30 days between the inspection and the
despatch, their capital was locked up. He added, “But the correct
position was rather different. Indeed. the DGS&D who examined
this case on the request of the firm did record that the financial
position of the firm was such that it was not possible for them to
increase the production of road-rollers unless concessional terms of
payment were sanctioned.” The witness added that at that time
against the total capacity of 500 road-rellers, the actual require-
ment was 1100. In the circumstances, a deliberate and calculated
decision was taken by the Director General us well as the Ministry
that the terms of payment should be relaxed in this case.”

3.26. The Committee asked whether the earlier 6 requests of
the firm dating back to March, 1960, for relaxation of terms of pay-
ment were connected at the time of consideration of the seventh
request of the firm in April, 1963. The Secretary, Department of
Supply stated, “They were overlooked..............an unfortunate
lapse, a very serious lapse. When the Director General had to
examine, it was the duty of the officer concerned (Assistant Direc-
tor) who was dealing with their case to have brought up the pre-
vious history of this case and linked it up.” The witness added
that the explanation of the officer concerned had been asked for
and it was proposed to take disciplinary action after the normal
procedure had been gone through. In reply to a question, the wit-
ness stated that the then Director General, Supplies & Disposals who
had recommended the firm’s seventh request for relaxation of terms
of payment had earlier turned down their 4th, 5th and 6th requests.

3.27. Asked whether there were any insurmountable difficulties
in the existing procedure which compelled the Ministry to agree to
the revised procedure of payment & whether the difficulties in the
old potition could not have been removed without agreeing to the
relaxation asked for by the firm, the witness stated that the parti-
cular firm had represented that it was not possible for them to step
up production unless they were given advance papyment against
inspection. because they did not have sufficient financial resources.
Otherwise, normally such terms of payment were not agreed to.
Referring to the note recorded by the Director General, Supplies and
Disposals on 14-5-1963 stating inter-alia that roughly there was a de-
lay of about 30 days between the date of inspection and the date of
despatch, the Committee asked whether any enquiries had been made
to verify the time-lag. The DGS&D stated, “Actually no enquiries
were made. The difficulty alleged by the firm was shortage of
wagons. Possibly an effort could have been made, looking back at
it now from hind sight, to improve the availability of wagons by
liaiging with the Railway Board.” Asked if other firms had also com-
plained about difficulty in getting wagons, the Secretary, Department .
of Supply, stated that “in one or two cases they did complain about
the non-availability of wagons.” The Director General, Supplies
and Disposals stated that at a meeting held in November, 1962, with
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the manufacturers of road rollers they did say that there was some
difficulty about getting railway wagons.

Omission to take into account the firm’s offer of 4 per cent discount

3.28. The Committee asked why, at the time of consideration
of the seventh request of the firm dated 6th April, 1963 for relaxa-
tion of terms of paynfent, the earlier offer made in their fifth request
of 19th April, 1961 to give 4 per cent discount was not taken into
account. Admitting the mistake, the Secretary, Department of
Supply stated, “I d> not think there can be any excuse. I am sorry
to repeat once again it was a serious mistake.”

Omission to consult the chief pay and accounts officer before adopt-
ing the revised terms of payment

3.29. The Committee asked why the Chief Pay and Accounts
Officer was not consulted before adopting the revised p:ﬁnem‘. terms,
as originally contemplated in the office of Director General, Supplies
and Disposals, instead of only informing him of the decision later.
The Secretary, Department of Supply, stated. “This was a serious
omission.” Asked if the omission was deliberate, the witness replied
that they were looking into the matter and after getting the report of
the ‘Central Bureau of Investigation, they would be able to say whe-
ther or not it was deliberate.

3.30. The Committee regret to note that Chief Pay and Accounts
Officer was not consulted before the relaxed terms of payment were
adopted. This is all the more serious in view of the fact that Chief
Pay and Accounts Office had desired in the past that he should be
associated whenever the terms of payments were relaxed.

3.31." The Committee would like the Department. of Supply to
consider, in consultation with the Ministry of Finance, whether it
would not be better in the interest of financial prudence to prescribe
that, in all cases of substantial relaxation or modification of £erms
of payments, the advice of Chief Pay & Accounts Officer is invariably
obtained before taking a final decision in the matter.

3.32. Asked at what level the decision was taken on the seventh
request of the firm, the witness stated that the relaxation in the
terms of payment was recommended by the Director General,
Supplies and Disposals after consulting the Deputy Financial Adviser
and it was finally agreed to by the Joint Secretary in the Ministry.
Asked why the approval of the Secretary or the Minister was not
obtained, the witness replied, “That is the discretion of the Officer.
After all, the Joint Secretary is a very senior officer of the Ministry.”

Verification of Reliability of the Firm

3.33. Referring to a note dated 14-6-63 by an officer in the
Ministry stating. “In this case if D.G.S.&D. are satisfied about the
reliability of the firm, we may agree,.......... ", the Committee
asked whether this aspect was examined. The Secretary, Department
of Supply stated, “This was a note which was put up by the Under
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Secretary in the Ministry. He brought this out and the decision was
taken notwithstanding the fact that these things were there.” Asked
whether there was any record that the then Director General.
Supplies and Disposals was satisfied about the firm's reliability, the
Director General, Supplies and Disposals, replied in the negative,

3.34. The Committee find from the list of complaints furnished
to them that there were as many as 23 complaints received before
July 1963, against this firm about the road rollers supplied by them
and that the performance of the firm was not satisfactory. It is
also noticed that the one if the notes dated 14th June, 1963, a men-
tion was made of the complaints against this firm for supply of ex-
cavators for the Najafgarh Nala and a complaint from Kerala State.

3.35. The Commiitee are altogether unable to appreciate the
manner in which relaxation in termg of payment was agreed to in
this case.

3.36. When the seventh request of the firm was being examined,
six earlier requests dating back to March, 1960, were not connected.
This was a serious omission. Even the Secretary, Deparfment of
Supply, admitted in evidence, “They were overlooked........ an
unfortunate lapse, a very serious lapse........ ” The Committee feel
that while ,examining the seventh request, the o;ce of D.G.S.&D.
should have connected the six earlier requests and brought them
to the notice of the D.G.S.&D.

3.37. Another disquieting feature in this case is that the offer of
4% discount made by the firm in the 5th request of 18th April, 61,
which would have reduced the price of a road-rollers by about Rs,
1,900, was not taken up with the firm while examining the 7th re-
quest of April, 1963. This, the Committee feel, was a serious lapse
and has given the firm an unintended concession of about Rs. 20
lakhs on 1053 road-rollers, for which the relaxed terms were made
applicable from July, 1963.

3.38. Again there were 23 complaints against this firm for the
supply of road rollers upto July, 1963. Two complaints against this
firm namely for supply of exacavator for Najafgarh Nala and an-
other comp aint from the Kerala State were specifically brought
out in the Minisiry’s note dated 14th June, 1963 and in spite of that
the relaxation was agreed to on 17th June, 1963 without verifying
the reliability of the firm.

3.39. The Committee consider that the seventh request of the
firm which asked for relaxation of standard terms of payment, was
not examined critically in the light of information which was al-
ready available with the Government and that adequate care was
also not taken while granting this request to safeguard Government’s
interest. The Committee cannot help concinding that the decision
was not based on any sound premises and showed undue haste to
accede to the firm’s request for special treatment in the matter of pay-
ment of 90 per cent of cost on mere inspection despite the kmown
unsatisfactory performance of the firm in the past and their none-
too-sound financial position.

Failure to take adequate action to safeguard Government interests

3.40 The artment of Supply while agreeing to the relaxation
in the terms of payment inter-alia observed that further safeguards
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should be taken to protect Government's interest, “The warranty
clause should be re-examined.” As a result of this the office of the

Director General,* Supplies & Disposals made a reference to the
Ministry of aw, which stated inter-alia. “So far as Government
interests are concerned, indemnity bond from the manufacturers
valid for a period of another six months, say, for 20 road rollers,
which are expected to be in their possession from the period they

are inspected till their despatch. The indemnity bond is proposed
to be on the same lines as for fire fighting equipment............

3.41. The matter was examined in the Ministry of Law and on
the 29th June, 1963, the following advice was given:

“It appears that the bond of indemnity on the file has been
based on similar bond already executed. The bond seems
formally in order,

The bond can be dispensed with if a condition is included in
the contract to the effect that the contractor shall hold
the goods ordered for at his risk and responsibility until
actually delivered.

The bond should be signed for and on behalf of the President
of India by an officer duly authorised under Afticle 289(i)
of the Constitution of India.”

342, After recording advice, the Ministry of Law sent this file
to the Ministry of Economic & Defence Co-ordination, which passed
it on the D.G.S.&D. In view of the opinion of Ministry of Law, the
question of obtaining the indemnity bond was droped.

3.43. During evidence, the Committee asked about the justifica-
tion for the advice given by the Law Ministry that the indemnity
bond could be dispensed with if a condition was included in the
agreement to the effect that ‘“the contractor shall hold the goods
ordered for, at his risk and responsibility until actually delivered”.
The representative of the Ministry of Law stated that there is prac-
tically .no difference between the indemnity bond and the clause
suggested by the Deputy Legal Adviser. He, however, added,
“Looking in retrospect perhaps it would have been wiser not to have
advised like that. But the limited question before the particular
officer was to vet the draft indemnity bond. He just looks at the
bond and he does not look beyond that bond.” The witness added,
“If it had come before a senior officer, he would have gone into the
whole matter and said, “Look, 90% is being paid for nothing and
that let us ask him to do something positive.”

3.4. The Committee regret to note that the Ministry of Law,
which is expected to scrutinise proposals in all in order to
safeguard Government’s interest, did not give adequate attention
to the matter in the present case. The Committee are unable to
understand how the purpise of an indemnity bond, which would have
secured to the Government at least Rs, 10 lakhs for 20 road rollers
expected to be ordinarily in possession of the firm after inspection
and before despatch, could be met by the insertion of a clause in
the contract to the effect that the “contractor shall hold the goods

" .
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ordered for, at his risk and responsibility until actually delivered.”
In fact, the alternative suggestion of the Ministry of Law not to take
an indemnity bond meant that Government would have no indem.
nity or security from the firm in the event of their defaulting in
supplies, after taking an advance of 90 per cent om inspection.

3.45. The Committee fear that this instance may be Indicative
of the routine manner in which such important matters involving
the country’s interest are processed. .The Committee cannot too
strongly stress on the Ministry of Law and the departments con-
cerned the need of taking every care to safeguard Government’s
interest to avoid a recurrence of such mistakes,

Non-inclusion of the clause suggested by the Ministry of Law in all
/Ts

3.46 The Ministry of Law had suggested inclusion of the clause
that the firm should hold the goods ordered for at their risk and
responsibility until actually delivered. This clause suggested by the
Ministry of Law was provided in 10 A/Ts covering 102 road rollers
placed on the firm after July, 1963, but was omitted in 78 subsequent
A/Ts. placed after December, 1963 covering 951 road rollers.

3.47 During evidence, the DGS&D admitted that the cdvice of
the Law Ministry was lost sight of. He added, “This is an omis-
sion and we are proceeding against the officer.”

3.48. The Committee are unable to undestand how even the
clause suggested by the Ministry of Law that “the contractor shall
hold the goods ordered at his risk and responsibility until actually
delivered” was included only in 10 A/Ts. covering 102 road rollers
but was omitted from 78 subsequent A/T’s placed after 13th Decem-
ber, 1963 covering 951 road rollers.

3.49 The Committee would like Government to investigate the
reasons for this omission and take suitable action against the parties
at fault.

In this connection the Committee would also recall their observa-
tion contained in para 3.46 of their 64th Report (Third Lok Sabha)
on the ‘Purchase of Defective Tyres’, wherein similar omissions to
include a warrranty clause in the contracts entered into by the
D.G.S.&.D, were pointed out,

3.50 The Committee would also suggest that Government should
revicw the entire procedure of preparing the AT's. in DGS&D’s
office so as to ensure that suck serious omissions and lapses do not
recur.

3.51 It has already been mentioned in Chapter I of this Report
that as a result of the relaxation in terms of payments delays taok
glace in a number of cases in the despatch of road rollers by the

rm. The firm got payment on the basis of proof of inspection and
thercafter delays took place in the despatch of road rollers. These
delays (after the drawal of 90 per cent advance payment on inspec-
tion) ranged from 12 to 25 months in the case of 80 road rollers, 6
to 11 months for 232 road rollers, 3 to 5 months for 148 road rollers
and 1 to 2 months in the case of 94 road rollers.

3.52. The Department of Supply have also stated in their note
the position of the placing of orders and the supplies made by the
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firm as under :—

Year No. of Price at which Total No.of Cancell- Out-
AI/T  orders placed, No.of Road ed. standing
placed. (each) Road Rollers
Rollers despat-
ordered. ched.
- Rs.
1959 . . I 46,058 20 3 3
1960 . 9 46,255°00 60 60
1961 . 13 48,195°02 37 37
1062 . . 1 48,195°00 s s. ..
1963 . . 17 4%8,195:03 213 208 2 s

(upto 17-12-63)
48,445
(18-12-63 to 30-9-65)

1964 . 24 43,445 334 253 1 65
1965 . 34 43,445 359 180 10 169
(upro 30-9-65)
§1,032
(from 1-10-65)
1966 . . . . 19 §1,032°9) 213 6 .o 212@
- g ' 1220 765 13 4sI

@In the year 1966 cancellation were made for 52 Nos., but the
firm had drawn advance payment which is still due for recovery.

3.53. It has alsy been indicated in that note that out of 451 out-
standing road rollers, the firm had drawn 90 per cent payment
against inspection certificates in respect of 419 road rollers amount-
ing to Rs. 1,91,86,857.50, but the road rollers had not yet been des-

patched. No advance payment had been drawn in respect of the
remaining 32 roadrollers.

3.54. The Committee have also been informed by the Department
of Supply that the amount of interest on this advance of about

R;ls.sl’.QZ crores would come to about Rs. 29 lakhs upto 31st December,
1966.

3.55. A number of factors contributed to this unsatisfactory state
of affairs whereby the firm drew advances on proof of inspection
and later delayed the supply of road rollers. Some of these factors
are discussed in the following paragraphs :—-

(i) Non-verification of producton capacity after July, 1963

3.56. One of the important conditions on which the Ministry of
Economic and Defence Co-ordination (Department of Supply) had
agreed to relaxation in the terms of payments to this firm was that
it would result in increased production. It was accordingly neces-
sary for the DGS & D to ensure that the relaxation in the terms of
payments resulted in increased production. During evidence, the
Committee drew attention to the Ministry’s note that “there was
no technical inspection carried out subsequent to July 1963 with the
specific purpose to verify that the firm had taken the requisite
steps to increase their production capacity to 30 numbers per
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month,” and asked why it was not felt necessary to carry out such
inspection. The Secretary, Department of Supply, stated that it
was correct that no technical inspection was carried out. He added
that “it was found that inspection certificates in respect of 30 road
rollers were produced on the basis of which advances were claimed.
It was taken for granted that the capacity of the firm had been step-

ped up to 30 per month. Undoubtedly, a proper check should have
been made. That was not done.”

3.57. The  Committee asked whether, in view of the faet that
technical inspection was not carried out, the capacity claimed by the
firm was taken as the basis of placing orders for road rollers. The
Secretary, Department of Supply, stated that actually “at that time
inspection certificates were furnished on the basis of which de-
mands were met and they were later expected to despatch the road
rollers, when it was found that they have not produced the same
number of road rollers”. Asked whether there was any special rea-
son for not carrying out technical inspection in spite of persistent

complaints against the firm about the non-delivery of road rollers,
the witness replied, “No Sir”.

(i) Distribution of Orders of Road Rollers amongst Manufacturers

3.58. The Committee asked about the basis on which orders for
road-rollers were distributed amongst the various manufacturers
between 1962 and 1986. The Secretary, Department of Supply, stat-
ed that it was done on the basis of the capacity reported by the
firms each quarter as also the back-log of orders pending with them.
Asked why there was an increase in the orders placed on M/s.
UPCC in 1965, the witness replied that all the firms got larger orders
in 1965. M/s. Jessops got orders for 585 in 1965 as against 332 and
419 in 1963 and 1964 respectively; and M/s. Britannia got orders for
449 in 1965 as against 360 and 282 in 1963 and 1964 respectively; and
M/s. UPCC got orders for 477 as against 285 and 405 in 1963 and 1964
respectively.

(iii) Release of orders in execess of capacity

3.59. According to Audit, the releases made by the DGS & D to
indentors and other quasi-public bodies (for which the orders were
pla ed directly by the indentors) were much in excess of the cupa-
city of the firm as would be seen from the table below :

Year Number of road rollers for which Total Capacity Excess over
release orders were issued by antic paied
the D.G.S. & D. annual
production
Road roller; for R ad rollers for
which cont-acts which con‘racts
were placed by were placed by
the DG >&D. other users direct.

1 2 3 4 s 6
1963 213 72 285 220 6s
1064 334 71 4-5 360 43
1965 359 118 477 360 117

1966 218 16 234 360 (=) 526
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3.60. The Committee asked how release orders were issued in ex-
cess of their capacity during the years 1963, 1964 and 1965. The
Director General, Supplies and Disposals, stated that, according to
the figures given by the firm in their quarterly returns, allocations
were made. On the basis of these returns, the production capacity
of the firm was 240 in 1963; 408 in 1964; and 480 in 1965.

3.61. The witness added : “They were producing certain figures
and, on the basis of that, they were also claiming payments, and al-
locations were made on the basis of the returns furnished by them.”

3.62. The Committee pointed out that the DGS & D did not check
up even the capacity of 30 per month and asked how they accepted
production capacity as being more than 30 per month. The Secre-
tary, Department of Supply admitted: “It was not checked up;
capacity certainly was not even 30 per month.”

3.63. The Committee are distressed to note that no technical ins-
pection was carried out to verify that the relaxation in the terms
of payment had achieved the underlying objectives, namely, in-
creased production.

3.64. The Committee are unable to understand as to how the
office of the DGS&D issued release orders for 404 and 477 road
rollérs in 1964 and 1965 respectively against the annual targetted
capacity of 360 road rollers of this firm. It appears that at no stage
did the Organisation of the DGS&D took pains to find out whe-
ther the firm had achieved the production capacity of 360 road rol-
lers, much less 480 road rollers claimed by the firm in 1965.

(iv) Uneconomic Units Not to be given Undue Protection:

3.65 It has been stated in a note furnished by the Department of
Suﬁply that following the Chinese aggression, the demand for road
rollers increased sharply. “It was estimated by the Ministry of
Transport in Novembr 1962 that the immediate requirements of the
Ministry of Transport for emergent road and bridge works in Bihar,
West Bengal and Assam would amount to 500 road rollers. It was
on this suggestinon of the Ministry of Transport that the existing
stock and current and future production were frozen and releases
were to be made by the D.G.S.&D.”

3.66 The Committee find that notes recorded in the various files
of the D.G.S.&D. indicate that though they were aware of the un-
satisfactory performance of the firm, the Directorate continued to

place orders on.this firm on the plea that the manufacturing capa-
city of the road rollers within the country was hardly adequate to
meet the requirements.

3.67 The Committee asked whether the increase in demand for
road rollers had been checked up. The Secretary Department of
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supply replied: “The demand is received from the Minisiry and
the border Road Development Organisation.” When his attention
was drawn to para 102 of Audit Report (Civil). 1967, where it is
mentioned that a large percentage of machinery for border roads
including road rollers, had not been effectively utilised and whe-
ther that was not a pointer to the fact that the demand was unduly
exaggerated or too high, the Secretary, Department of Supply stated.
“We have no means of checking that. DGS&D is the procurement
agency for various government departments. They go by indentors’
certificates.”

3.68. It would be recalled that out of orders for 1229 road rollers
placed on thefirm, as many as 419 have not been supplied, which is,
some indication of the fact that the demands could not be very
pressing.

3.69. The Committce suggest that in such cases where the distri-
bution of a product in short supply is frozen in the public interest, a
careful assessment should from time to time be made of the actual
requirements, in order to make sure that in the name of national
emergency, unheconomic units or those whose performance is not up
to the mark are not given undue protection.

(v) Failure to carry out a review after sir months

3.70. As already mentioned, the Department of Supply, Ministry
of Economic & Defence Co-ordination had laid down that the pay-
ment terms should be valid for six months in the first instance. The
Committee were informed in a written note that this condition was
lost sight of and “No consideration was given after six months to
the termination of the special payment trems or their continuance
............ " Referring to the omission to carry out a review of the
firm after six months of allowing the relaxed terms of payment as
originally stipulated, the Committee asked whether this was due to

any defect in procedure, The witness stated: “In this particular
case, the dealing Directorate did not keep a copy of the noting in
Government. And therefore, the safeguard that Government had
wanted was not adopted,” The witness added that it had been de-
cided 1hat in future whenever Government issue sanctions they
would issue a separate order which would be kept ag a part of the
permanent Department record of the case.

3.71. It is disquieting to note that the relevant Directorate in the
office of the DGS & D did not keep a copy of the noting recorded in
the Department of Supply in this case with the result that the con-
tinuance or otherwise of the relaxation in the terms of payment was
not considered after six months. This was a serious lapse, as a
review after six months would have brought out the unsatisfactory
performance of the firm, meriting cancellation of the revised terms.

3.72. The Committee would like Government to look into this
serious omission and fix responsibility for it. They would also like
Government to take suitable remedial measures to ensure that,
where a decision is taken on a Government file, the attached offices
concerned not only keep complete copies of the notes and orders of
Government on the subject but also take suitable measures to com-
ply with them,
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Review of relaxed terms of payments—complaint by Director Gen-
eral, Border Roads

3.73. The Committee find from the papers furnished bﬁ Govern-
ment on the subject that the Director General, Border Roads Or-
anisation, had complained as early as 17th January, 1964 (Appen-

ix IIA.) about the inordinate delay in despatch of road rollers after
inspection and drawal of 90 per cent payment by the firm. During
evidence, the Committee asked why this specific complaint made
by the DGBR., which was within a period of about six months of
the relaxation of the terms of payment was not taken into account
while reviewing the question of continuing the concession to the
firm. The Secretary, Department of Supply, stated that this matter
was being looked into and the explanation of the officer concerned
was being called for. The witness agreed that ne:essary action
should have been taken by the officer as the position was required
to be reviewed after six months. Asked about the action taken on
the complaint of the DGBR, the witness stated that, after obtaining
the explanation of the firm for the delays, D.O. letter was issued to
the DGBR by the Deputy Director General on 24th March, 1864,
requesting the Liaison Officer, Calcutta, to discuss with the firm and
work out a suitable procedure for the expeditious despatch - by the
firm of all the road rollers.which had already been inspecied.

Relared terms of payment not revised despite complaints

. 3.74. It is noticed from the documents furnished to the Com-
mittee that there were as many as 59 comglaints from various quar-
ters against different cases of supply of road rollers concerning
the firm from July, 1863, onwards. Some of these complaints are
dealt with in a subsequent - hapter, Warnings were also issued to
ilsg firm on 14th October, 1965, 1st November, 1965, and 28th July,

6.

Relaved terms of payments not revised, even after issuing a
warning n July, 1966,

3.75. Referring to the warning issued to the firm on 29th July, 19686,
to desist from the practice of obtaining advance payments by quot-
ing wrong railway receipts numbers (on receipt of D.O. letter dated
28-3-1966 from the Chief Pay and Accounts Officer*), the Committee
asked why this tendency on the part of the firm was not considered
serious enough to can-el the relaxation of terms by which they ob-
tained 90 per cent advance payment on inspection. The Secretary,
Department of Supply, stated “That is quite correct. It is a serious
mistake. It is being enquired into. But this was very immportant
and sheuld have been given due consideration.”

3.76. The Committee regret to note that, in spite of 59 complaints
(Appendix III) received from July, 1963, to August, 19686, and in
spite of 3 warnings issued on 14th October, 1965, 1st November, 1985
and 28th July, 1986, no action was taken by the office of the
DGS & D to cancel the relaxation granted in the standard terms
of payment. This was a serious lapse as it enabled the firm to ob-
tain advances from Government without delivering the road rollers.

*Please see para 4.4p.
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The Committee have no doubt that Government will examine the
matter carefully and take deterrent disciplinary action against the

parties at fault,
3.77. The Committee note with regret that a number of lapses took
place in taking follow-up action consequent on reaxation in the
-terms of payment granted in favour of this firm. Firstly, no techni-
cal inspection was carried out to find out whether the actual increase
in production had taken place up to 30 road rollers per month. Se-
condly, release orders were placed by the office of the DGS&D in
excess of the capacity of the firm in 1964 and 1965, without verifying
the production capacity Release Orders were issued for 404 and
477 road rollers in 1964 and 1965 respectively against the annual tar-
getted capacity of 360 road rollers. Thirdly, while considering the
7th request of the firm, 6 earlier requests which were turned down
including one in which the firm had offered a discount of 4% were
not connected. Fourthly no review was conducted of the relaxalion
in the terms of payment after six months and the condition pres-
cribed by the Ministry of Economic and Defence Co-ordination
(Department of Supply) that these terms should be valid for six
months initially was lost sight of. There was also a failure in
the office of the DGS&D to keep a copy of the noting re-
corded in the Ministry in June, 1963. Further, in spite of the com-
plaint by the Pay and Accounts Officer, Calcutta in November, 1963*
and by the DGBR in January, 1964 (which were within six months
of the relaxation in terms of payment), about the delay in despatch
of road rollers after inspection and drawal of 90 per cent payment
by the firm, no action was taken to review the revised terms of
payment.

3.78. These lapses become all the more serious and significant
when viewed in the light of 23 complaints which the Office of the
DGS&D had already received upto July, 1963, when relaxation in
the terms of payment was agreed to. The Committec feel that the
various lapses listed above require locking into with a view to fixing
responsibility.

Cancellation of orders after inspection and drawal of 90 per cent
advance payment by the firm

3.79. According to Audit, orders for 95 road rollers had been
cancelled after inspection and drawal of 90 per cent advance pay-
ment by the firm, The Committee asked for the reasons for such
cancellations, The Secretary, Department of Supply, stated that the
number of road rollers cancelled was 79 and not 95 as mentioned in
the audit para**. Out of these 79 road rollers, 10 were adjusted; the
number ofP road rollers for which orders were cancelled came to 69.
The Department of Supply have informed in their note dated 21st
July, 1967 that an advance payment of Rs. 31.09 lakhs was made
to this firm against 69 road rollers.

3.80. Explaining the reasons for the cancellation, the witness stat-
ed that after the drawal of 90 per cent payment by the firm, the
consignees informed the DGS&D that they did not want those road
rollers as there had been considerable delay in effgcting supplies; in
some cases there were complaints. The witness added that “the.

~ *Pleasc see para 4.27.
**This disparity was not brought to the notice of Audit earlier.
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adjustment should have been made for these cancelled road rollers
and advance should have been adjusted against the future A/Ts to
be replaced. That was lost sight of.” Asked why the cancelled road
rollers were not diverted to other indentors or the money recovered,
the Secretary, Department of Supply, stated, “That should have
been done. It was not done.”

3.81. Asked if the Pay and Accounts Officer, Calcutta was inform-
ed about the cancellation, the Chief Pay and Accounts Officer
stated “We received the cancellation orders through amendment
letters. We found that in a few such cases the firm had not by
then presented their bills with Inspection Notes. In other cases
they had already drawn payments. In respect of 10 vases we could
carry out adjustment in other bills, when the DGS&D issued general
instructions to stop all payments to the firm in September, 1966.
Under that order further payment was held up and, therefore, the
question of further adjustment would not arise.”

3.82. The Committee are unable to understand how orders for
69 road rollers were cancelled, after making 90 per cent of the ad-
vance payment totalling Rs. 31.09 lakhs to the firm. They find it
even more difficult to appreciate how Government could not adjust
the amount advanced thus to the firm against other orders or alter-
natively diverting these road rollers, for which 90 per cent advance
had. been paid, to other consignees. It is also a moot point whether
Government could not have used its pivotal position to recover the
advances made to the firm by refusing to issue release orders in
favour of quasi-governmental indentors until the advances were
returned. The Committee would like Government fully to investi-
gate the matter and take deterent action against the parties at
fault. Remedial measures should also be devised to ensure that such
lapses do not recur.

Pricing .of Road Rollers
3.83. During 1959, 1960 and 1961, orders for road rollers were plac-

ed against quotations received from the firm in response to
DGS&D tender enquiries. Orders for 37 road rollers were placed

on the firm during June, 1961, .against their tender dated
25-2-1961 and modified by their letter dated 19-4-1961, which provid-
ed for a discount of Rs. 250 per road roller. Subsequent orders for
the period up to 30-9-1965 were placed with the firm without any ten-
der enquiry and without any offer from the firm but at rates and
terms and conditions indentical to those mentioned in the orders for
o7 road rollers placed in June, 1961. However, the discount of
Rs .250 per road roller which had been availed of in all contracts
placed from June, 1961, onwards was withdrawn by the firm from
18th December, 1963, which resulted in increase in the price from
Rs. 48,195 to Rs. 48,445. The Committee have been informed in a
note that “This withdrawal was based on the firm’s representation
dated 3rd September, 1963 and was agreed to on the ground that this
had been offered by the firm against one contract for 37 road rollers
and the view held was ‘Since M/s. U.P.C.C. indicated this discount
only in case of one contract and their price without the discount
would be quite favourable as compared to the prices asked for by
the other two firms, I think, we may agree with the Directorate not to
press for this discount’.”
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3.84. The note of the Department of Supply further states : —

“The firm on 6-7-1965 again asked for an increase in the
price and as a result of negotiations, orders were placed on
them at the negotiated price of Rs. 51,000. The increase
in price was asked for by the firm due to increase in the
price of raw materials, labour charges, wages, cost of power
auglplies, t(;::rice-s of fuels and lubricants imposition of extra

uties, etc.”

3.85. The Committee enquired about the prices paid for the road
roliers since 1961, to the other two firms viz. M/s. Jessops and My/s.
Britannia as compared to M/s. UP.C.C. (P) Ltd. The Department
of Supply have furnished a table showing prices paid to different
firms for supply of road rollers from 1961 onwards :

%. Name of the firm Rates paid Period
o.
' Rs. .
1” M. U.P.C.C. . 48,195 Subject to variation on Cus- 19-6-1961 to
toms Duty, excise rate & Dec. ‘63.
Force Majeure Condition‘
48,445 Do. Dec. ‘63 to
30-9-65.
51,000 Fixed price 1-10-65 to
30-9-66.
f2. M/s. Jessops , 48,623 Exclusive of excise duty and 17-2-6110

subject to variation on 16-9-62,
Customs Duty, excise rate -
wages & stecl.

49,328 Inclusive of =xcise duty 17-9-62to
(Rs. 3040) and subject to  30-9-64.
variations on customs duty,
excise rate wages and. steel,

"s1,000 Fixed 145-64 to
\ 30-9-64,
51,000 Subj to variation on I1-Io-64

(i) levies & (ii) statutory
levies imposed after 1-10-64

3.  M/s, Britannia 47,560 Inclusive of escort charges 24-12-61to
Rs. 250/~ each inclusive of  31-5-63.
excise duty. Subject to
variation on Custom Duty.

48,500 Inclusive of excise duty & 1-6-63 to

transitinsurance. Fixed. 31-5-64.
49,500  Fixed 1-6-64 to
31-10-65.

50,000 Subject to variation on wages
& excise duty on engine.

4. M/s. Garden Reach s1,000 Fixed for ad-hoc order of 1-11-1965
‘Wockshop new-comer 60 Nos. onwards,
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3.86. Asked how the performance of the other firms' road rollers
compared with UPCC's, the Secretary, Deptt. of Supply, stated that
the performance of the other firms, road rollers was better than that
of UPCC’s. '

3.87. The Committee asked whether at the time of negotiating
the revised price of road rollers with the firm from 1st October,
1965, the technical defects in their road rollers as reported by the
various consignees were taken iato consideration. e Secretary,
Department of Supply, stated that the Negotiating Committee, under
the Chairmanship of the Joint Secretary, Department of Supply
“which went into the question of the revision of prices was only
posed a limited question. That was about revision of prices. They
were not concerned with the question of performance at all........

Thte_ past performance of the various firms was not brought to their
notice.” ‘

3.88. The Director General, Supplies & Disposals, stated : “I
should like to say that Director General should have brought it to
their notice when he made the recommendation to the Government.
When the recommendation was made, he did not have knowledge,
he had no knowledge of the past performance of this firm. It was
!not brought to his notice. He acted on the office record given to
uim.”

3.89. The Committee asked about the basis on which the Finance
Ministry agreed to the demand of the firm to withdraw the discount
of Rs. 250 and later to increase the price to Rs. 51,000. The repre-
sentative of the Ministry of Finance stated : “With regard to the
discount of Rs. 250 what happened was that the company wrote a
very brief letter on 3rd September (1963) saying that they had offer-
ed the Rs. 250 discount specifically in regard to this 1961 offer of 37
road rollers. They observed that this discount had also been includ-
ed in the A/T's which have been placed subsequently. However,
they were not able to give this discount to future A/T’s because
this had been given in respect of the 37 road rollers as a special
case....... I find that at that time when this question was consider-
ed in the D.G.S. & D. and also by Finance it was accepted that this
discount of Rs. 250 had been offered by the firm only for these 37
road rollers and they had not separately accepted it for subsequent
road rollers.”

3.90. “Secondly, with regard to the merits of the case I find there
is some noting that, at that time, other road roller manufacturers
were also coming up for increase in their prices. So in that back-
ground Director General recommended and Finance accepted that
this Rs. 250 discount need not be continued because in any case it
did not apply to the later cases.”

391. “So far as the second case is concerned which happened in
1965 and in which I wag personally present at the meeting held in
the Ministry of Supply again the same pattern of placement of
orders was continuing at that time. The papers which came to us
for consideration were therefore on this limited question of fixation

- of price. I would like to point out, Sir, that at thdt time when we
took this decision of revising the price it was decided that the new
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price would apply for a period of one year from 1st Qctober, 1965.
During that period, within these two to three months period, we
revised the price of Jessops as well as Britannia on similar consi-

deration of the limited question of price.”

3.92. Asked whether it was the practice for the Ministry of
Finance to approve of all such contracts on the basis of rising cost
of materials and components or this was an individual case the
representative of the Ministry of Finance replied: “What was being
done after 1961 was that the lowest basic tendering and contract
‘was done. Subsequently after 1962 when because all the production
war frozen and allocations were made after a quarterly review, the
A/T's were being placed on the lowest price. If you take normal
-contracts which are against open tenders or limited tender enquiries
where you have a price, you have a delivery date etc. one wculd
not think of revising the price during the pendency of that contract
but here the situation became somewhat different as I see from the
papers.” Asked whether the decision was applicable retrospectively
or to future A/Ts., the witness stated: “We applied this decision
from 1st October, 1965.” Asked if this change in price would not
-agﬁply to A/Ts. placed prior to this period the witness replied in the
afirmative. Asked if the Ministry of Finance had tried to satisfy
themselves about the performance of the road rollers supplied by
the firm before agreeing to the increase in the price, the represen-
tative of the Ministry of Finance replied: “Because the limited
question of price fixation was before us, we just did not deal with
the question of their performance, what they could do and so on
as this was being considered by the DGS&D quarterly.”

3.93. The Committee feel that the request of the firm of Septem-
ber, 1963, regarding withdrawal of discount of Rs. 250 per road roller
should have been examined by the Deptt. of Supply and the Minis-
try i Finance in the light of the relaxation in the terms of payment
already agreed to by them in July, 1963. Since the terms of payment
had already been relaxed in July, 1963. which in itself gave a con-
-cession to the firm of about Rs. 13900 per road roller @ 4, discount
earlier offered by the firm in their fifth request, the withdrawal of
discount of Rs. 250 per road roller was an additional benefit to the
firm,

3.94. The Committee are surprised to note that, when the Nego-
tiating Committee finalised their negotiations about the increase in
‘price of the road rollers supplied by the firm in September, 1965,
the office of the DGS&D did not specifically bring to the notice
of the Committee the poor performance of the firm
against the various A/Ts placed on them in the past. The Commit-
tee feel that the past performance of the various firms along with
the quality of their road rollers should have been brought to the
notice of the Negotiating Committee, so that the demand for an
increase in price could have been examined in proper perspective.
It is also strange to note that the Ministry of Finance did not en-
quire about the performance of the firm against previous contracts
or about the working of the road rollers supplied by them, while
agreeing to the increase in price of road rollers.

Role of Ministry of Finance

3.95. The Committee inquired whether the loss to Government

could not have been avoided if the officers of the Ministry of Finance

1551 (Aii) LS—3
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had been more vigilant with reference to:

(i) the examination of the financial position of the firm; and
(ii) the relaxation of the terms of payment.

3.96. The representative of the Ministry of Finance stated: “One
would say that the Deputy Financial Adviser who was dealing with
the case from time to time was aware of the unsatisfactory or tight
position of the company............ On the question of the financial
position of the firm, I find from some files which I have seen
that some papers connected with its registration which the firm had
asked for, were available in the Registration Section of the DGS &D,
That Section had noted that the financial position of the firm vras not
satisfactory and further action was felt necessary. The registration
of a firm is matter for decision by the DGS & D and I presume it is.
unlikely that this note would have been seen by the Finance office
also. I cannot say definitely on this point because there is no specific
noting about it but the file was not referred to the Finance Minis-

try.”

3.97. “In March, 1960, when the consideration of purchase proposal
of 36 numbers of the road rollers came up in the first instance, there
was noting by the DGS & D about the unsatisfactory financial posi-
tion of the firm on the file. This was seen in the Finance Ministry
later on dealing with the file.” -

3.98. “In March, 1961 when the purchase of 37 road rollers was
considered, a meeting was held in the DGS & D's room when the
Deputy Financial Advisor was present. At this meeting the repre-
sentatives of the company also were present, There the Company’s
representatives pointed out about their difficult financial position—I
would not say ‘unsatisfactory’ because of blocking of their capital due
to non-availability of wagons.” The witness further stated “From
time to time the company had also made proposals for relaxation
in terms of payment. The basic point made in thuse proposals was
that they were in a tight financial position and therefore they should
be given certain earlier payment so that their ways and means posi--
tion could improve.”

3.99. The witness added that “in the matter of scrutinizing the
financial position of an unregistered firm, there are certain rules.
and orders laid down in the Manual (DGS & D Manual of Office
Procedure for Supplies, Inspection and Disposals). It is stated in
the Manual that the Director of Supplies must in making his
recommendation reasonably satisfy himself that the firm is compe-
tent for undertaking such an order. This he does after taking into

account various documents which are to be received with the tender
or subsequently—like incometax- clearance certificate, a report from
local civil authorities, if necessary etc. The Manual lays down that
this has to be examined by the Director of Supplies. I do personal-
ly feel that this matter does have a financial bearing and that nor-
mally the manual could not have overlooked this aspect and left
it entirely to the Director of Supplies.” The witness added that
“I find however that there are specific provisions laid down in the
manual as to when Finance must be consulted .... ... but in this
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case no consultation with Finance is laid down. I do not know
whether there is misunderstanding but it is seen that clearly the
Director of Supplies is named in the Manual as authority, who
should look into the matter. I, therefore, cannot say that in view
of existence of such distinction the intention in the manual was not
that these matters regarding registration should be within the com-
petence of a particular officer if the DGS & D and therefore the deci-
sion is to be taken by him. Nevertheless from a broader aspect my
personal view would be that if any major financial lacuna or problem
does appear to a Finance officer he should not shut his eyes to it.”

3.100. Asked how Finance accepted the plea of the firm about the
shortage of wagons for relaxation in the terms of payment the wit-
ness stated that the position regarding the delay in despatches be-

cause of the shortage of wagons had becen accepted right up to the
level of the DGS & D and therefore, the specitic proposal made by
the DGS & D in this background regarding relaxation in the terms of
payment in order to assist the firm in getting the money a little more
quickly and improving their ways and means position to increase
their production was accepted.

3.101. The Committee asked whether, in view of the fact that
the relaxed terms of payment were applicable for a period of 6
months the Finance Ministry should not have also restricted their
sanction for a period of six months. The Financial Advisor stated:

“The decision was taken finally in the Ministry of Supply that this
concession should apply for six months in the first instance........

This decision was sent to the Director General of Supplies and Dis-
posals, After this decision was taken by the Ministry of Supply,
at no stage did the Finance Ministry come into the picture in the
implementation of this decision. Therefore, it did not come within

their ambit of action to see that this concession should be so limited.”

3.102. The Committee are surprised to learn that the DGS & D's
Manual of Procedure for Supplies, Inspection and Disposals does
not clearly lay down that the representative of the Ministry of
Finance should be invariably consulted at the stage of the verifica-
tion of the financial standing and soundness of a firm before its re-
gistration or for placing initial orders on an unregistered firm.

3.103. The Committee would like Governinent to examine the
matter and lay down clear instructions so that Government's in-
terests are fully safeguarded,

3.104. The Committee would also like the Department of Supply
to ensure that all cases which involve any departure from standard
terms of payment, with substantial financial repercussions, should be
examined by the Financial Adviser cincerned before final orders
are passed,

3.105. The procedure for considering cases of revision of the pur-
chase price should provide that the performance of the firm and of the
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stores supplied by it should be specifically examined so that while
revising the price the performance aspect is not overlooked.

3.106. Government should examine whether it would not be de-
sirable to prescribe that where the Pay and Accounts Officer/Chief
Pay and Accounts Officer attached to a Department, like the De-
partment of Supply, notices any serious irregularity, he should
bring the matter to the notice of the Head of the Department and
endorse a copy to the Financial Adviser of the Department so that
the administrative action required can be taken in consultation
the administrative action required can be .taken in consultation

with the Ministry of Finance without loss of time. This would
have the added advantage of keeping the Financial Adviser posted
and payments are concerned.



CHAPTER IV
COMPLAINTS AGAINST THE FIRM

There were a number of compléints against this firm before and
after the relaxation of the terms of payment in July, 1963.

Complaints before July, 1963, and Action Taken

4.2. During the four years from 1959 to July, 1963, when the firm
as supplying road rollers produced by Agrind Fabrications Ltd., on
standard payment terms, 23 complaints (Appendix I) were received
from various indenting officers/consignees in respect of their perfor-
mance. The complaints broadly related to:—

(a) delay in making supplies;

(b) defects in road rollers; and

(c) poor service after sales.
Thece are dealt with below:

(a) Delay in making supplies.

4.3. This was a chronic feature of supplies made by the firm. De-
lays ranging from 6 to 8 months were quite common. In one case it
extended even upto 29 months.

(b) Defects in Road Rollers*

4.4. A number of cases of defects in road rollers were reported
from time to time by the consignees. The principal defects pointed
out related to cracking of rolls. The Director General Supplies &
Disposals discussed these complaints with the Director of Inspection
and recorded a note on 23rd May, 1961 to the following effect:

“I discussed with ............ Director of Inspection, regarding
the performance of UPCC road rollers. He has given me
a list of complaints received by him which shows that quite
a large number of rollers have developed cracks in the
rolls. We have, therefore, to be very, cautious in placing
orders on UPCC.”.

45. The Deputy Director General (Supplies & Disposal) held a
meeting with the firm's representatives on 25th May, 1961, at which
the defects in the road rollers supplied by the firm were discussed.
The firm’s representatives stated that the main complaint was in
respect of the cast iron rolls which were liable to crack. They said
that the firm were switching over to steel rolls to remove this defect.

4.6. A serious complaint about the unsatisfactory performance of
road rollers supplied by this firm was received from the Indian Aid

33
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Mission, Nepal. The Head of the Mission wrote to the Director
General (S&D) on the 24th April, 1962 as follows: —

“Within six months of the arrival of the road rollers they
started going out of order. Our work programme has
suffered greatly due to slackness on the part of suppliers
to replace the defective parts promptly.... .. The rollers
remained idle for practically 3/4th of the period and we
have not been able to honour our commitments with His
Majesty's Government of Nepal regarding the completion
of Tribhuvan Rajpath Road.........the small saving that
has been achieved by purchase of these rollers has been
off-set by the repairs that were necessitated right from
their supply date.”

(¢) Poor Service After Sales

4.7. This service seems to have been uniformally poor. The Chief
Engineer, Buildings & Roads, Rajasthan. in a letter dated 20th
November, 1962, to the Director General (Supplies & Disposals) com-
plained against the firm. He mentioned inter-alia that the firm,
despite repeated letters, had not cared to put into working order
the defective road rollers which were urgently needed for work con-
nected with the emergency. The complaint was examined in the
office of the DGS&D. The relevant Directorate in the office of the
DGS&D indicated in a note that it was only after eight or nine
months and repeated requests by the DGS&D., indenting authorities
and the comsignees, when the rollers were lying idle that the firm
intimated that they had instructed their mechanics to report to the
respective consignees. The note made out that the firm hnd com-
pletely ignored requests and had not realised the importance of the
work for which the road rollers were required. The Deputy Direc-
tor stated:

“At this stage there does not appear to be much to be done
(against the firm) as the item is a short-supply item and
the ﬁ{m cannot be totally cut off from purchases from
them.”

48. The delays, defective supplies and poor performance of the
firm were regularly noted upon in the purchase file of the DGS&D
before the placing of orders. In addition, on 16th January, 1959,
the Deputy Director noted that some road rollers inspected for

supply to Government consignees had been sold by the firm to other
parties.

4.9. Numerous letters and warnings were issued to the firm on
account of the shortcomings noted above. Despite this, the firm’s
performance continued to give rise to complaints throughout the
period prior to July, 1963. The question as to why orders continued
to be placed on the firm, despite its poor performance, was brought
oDut in a note dated 2nd November, 1962 by the dealing Deputy

irector:

“We are more or less compelled to order on this firm due to
subject store being a very short supply item in this
country.”
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. 410, The Commitlee are unable to appreciate this attitude of
helplessness on the part of the office of the .D.G.S.&D. The
Committee are perturbed to find that even before the proclamation
-of the Emergency, the Directorate of Supplies and Disposals had
paid scant regard serious complaints made by the Head of the
Indian Aid Mission, Nepal, the Chief Engineer, Rajasthan, etc.
about the poor performance of the road rollers. The Committee
feel that the facts warranted deterrent action being taken against
this unregistered firm for supplying unsatisfaceory road rollers
instead of the unmerited indulgence shown to them.

Complaints after relaxation in terms of Payment in July, 1963

4.11. There were a number of complaints in respect of the supply
-of road rollers by the firm after the relaxation in terms of payment
was agreed to in July, 1963. A list of 59 complaints received against
this firm upto August, 1966, is in Appendix III, These complaints
‘were from three sources, viz.:

(a) from consignees;
(b) from the Pay & Accounts Officer; and
(¢) from the Asstt. Accounts Officer (Audit).

4.12. These complaints are discussed in the subsequent psra-
graphs.
‘Complaints from Consigness

4.13. A number of consignees complained against the supply of
road rollers by this firm. These consignees, among others, included
the Director General, Border Roads, State GGovernment etc. Com-
plaints from the consignees fell under five broad headings viz.:

(a) non-receipt of road rollers,
(b) delay in supply of road rollers;
(c) incomplete supplies;

(d) supplies with deviations from specifications; and substitu-
tion of 3 cylinder engines for 4 cylinder engines after
inspection of the road rollers; and

(e) intimation of wrong railway receipts numbers,

414, A summary of the complaints and the action tuken thereon
in the office of the D.G.S. & D. in 29 cases is given at Appendix IV.

4.15. The Committee deal with some of the more important com-
plaints in the following paragraphs:—

Complaints by D.G.B.R. about delay in despatch of road rollers

4,16. There were a number of complaints from the Dirgctor
General, Border Roads (D.G.B.R.) regarding delay in despatch of
the road rollers after inspection. As early as 17th January, 1964,
the D.G.B.R. wrote to the Director of Supplies (Vehicles), (D.G.S.
& D.) complaining that though nine road rollers against A/T No.
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BP-1/90054-P/II/UPCC/329 dated 12-9-1963 were inspected on 4th.
October, 1963 and wagons were also arranged on 22nd November,

1963, the road rollers were despatched only in the 2nd/3rd week of
December, 1963,

4.17. In the same letter, the D.G.B.R. also stated that against.
A/Ts VI/90053-P/I1/UPCC/352 dated 27-9-1963, 28 rvad rollers were
inspected during October, 1963; 29 road rollers during November,
1963 and three road rollers on 4th December, 1963, but only 21 road
rollers had been despatched by the firm inspite of their arranging
for wagons long ago. The letter stated: “It is felt that the firm is
not making much effort to expedite the despatch, presumably, due
to the fact that in this A/T, 90% payment has been authorised to
them after inspection instead of after proof of despatch as is nor-
mally done.”

418. On receipt of the above cumplaint, the office of the
D.G.S. & D. addressed the firm on 21st February, 1964, to confirm
that all the road rollers had been despatched. On 12th March, 1964,
the firm replied that the supply had been completed by them, and
necessary intimation had also been sent to the consignees vide their
letter dated 12th February, 1964. On the basis of this letter from
the firm, payments under the acceptance of tenders were finalised
by D.G.S. & D. and liquidated damages waived,

419. The D.G.B.R. again complained on 23rd March, 1964 to the
Director, Vehicles (D.G.S. & D.) about persistent delay in supply of
road rollers by firm. The letter stated inter-alia:

“Your attention is invited to para 4 of our No. 67561/100/
Road Rollers/Es/BRD dated 12th Feb., 1964, (Appendix
IV-A) in which it was stated that in order to achieve
quicker deliveries the usual condition of payment after
proof of despatch may be included in the A/T.”

“It is noticed that in spite of our above request, 90% payment
has been authorised after inspection, M/s. U.P.C.C. are
still holding 55 road rollers duly inspected and in spite
of our requests the progress towards despatches is very
poor.’

“You may please ensure that the firm despatches all the Road
Rollers immediately these are i:spected and passed. You
may also Please consider to amend the payment clause in
this case.’

420. The Committee have been informed that the following
action was taken:

“This matter was examined in the office of D.G.S. & D. at the
Assistant Director’s level in the month of September, 1964,
i.e. about 6 months later. It was noted that the D.G.B.R.’s..
letter of 12-2-1964 had been taken into account while plac-
ing the order and that since the payment terms had been
introduced not very long before, it was enough if the firm
was told to expedite deliveries. This office note was not.
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shown to the Director to whom D G.B.R.'s letter had been
addressed.”

4.21. The Committee regret to note that, in spite of the fact that
delays in despatch of road rollers, after inspection and advance pay-
ment of 90 per cent. were brought to the notice of the DGS&D in
January, 1964, and March, 1964 by the DGBR, the terms of payment
were not revised. It is also strange that the complaint addressed by
the Director General, Border Roads Organisation, to the Director,
vehicles (DGS&D), on 23rd March, 1964 was examined in the office
of the DGS&D in September, 1964, i.e. six months after its receipt,

at the level of Asstt. Director only and that it was not brought to

the notice of the Director to whom the DGBR’s letter had been
addressed.

4.22. The DGBR had already indicated in his two letters men-
tioned above that the DGS&D should consider the desirability of

amending the payment clause and, if that had been done at that
stage, a number of lapses which took place in this transaction sub-
sequently could have becen avoided.

Defects in the Road Rollers supplied to the Border Roads Organisa-
tion

423 A number of defects in the road rollers supplied by this
firm to the Border Roads Organisation were brought out in the
D.G.B.R.'s letter of 22nd February, 1966. This was followed by
a U.O. letter dated 6th August, 1966 from the Secretary, Border
Roads Development to the Secretary, Deptt. of Supply. This letter
of 6th August, 1966, (Appendix IV-B) inter-alia referred to the defects
in the road rollers supplied in 1963-64 as under:—

“

........ D.G.B.R. has furnished us a list indicating the nature
of defects noticed in these rollets. A copy of the list is
enclosed herewith for persual. (See Annexure). These
defects were intimated by D.G.B.R. to the firm and the
latter were asked to rectify them by free replacement
of component parts, suggest remedial action for rectifica-
of these defects and also undertake improvements in
future designs. The firm is also reported to have neglected
the ‘after sales’ service. D.G.B.R. has reported that there
has been no response from the firm despite reminders.”

And again:—

‘o It is for consideration whether D.G.S.&D. should
place orders for any more Agrind Moore Road Rollers for
Border Roads or projects exeguted by any agency in the
hilly areas.”

424. As a result of this U.O. letter dated Cth August, 1966, a
meeting was held between the representatives of the firm and
Inspection Wing on the 6th September, 1966, (Indentors' represen-
tatives did not attend. though specifically invited). The defects
pointed out by the Indentors were brought to the notice of the firm
and they agreed that they would rectify them if the indentors could
give the necessary facility to enable their representative to visit
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different sites. The Committee also find from the papers furnished
to them that a reply to the D.G.B.R’s. letter of 22nd February, 1966,
was given by the Director of Inspection (Calcutta) on 7th May,
1966 (Appendix V). No formal reply was, however, sent by the
Deptt. of Supply to the Secretary, Border Roads Development to
his U.O. letter of 6th August, 1966. During evidence, the Committee
referred to the U.O. letter dated 6th August. 1966, from the Secre-
tary, Border Roads Development to the Secretary, Deptt, of Supply,
and enquired whether any further orders were placed on thig firm
for the supply of road rollers to the D.G.B.R. The Secretary, Deptt.
of Supply, stated that no further orders were placed on M/s. U.P.C.C.
on behalf of D.G.B.R.

4.25. It appears from the complaints made by D.G.B.R. that the
Agrind Moore Road Rollers were net found suitable for use in hilly
areas, Earlier also there were complaints from the India Aid Mis-

sion in Nepal about the poor performance of these road rollers.
The Committee feel that the office of the D.G.S.&D, should have
investigated more expeditiously and thoroughly the complaints
about unsatisfactory performance of these road rollers instead of
complacently continuing to place orders with the firm,

Complaints by Pay & Accounts Officer, Calcutta and Chief Pay and
Accounts Officer, New Delhi

4.26. The Pay & Accounts Officer. Department of Supply, Cal-
cutta, the .Pay & Accounts Officer and the Chief Pay & Accounts
Officer, Department of Supply, New Delhi, addressed in all 15
letters from November, 1963 to March, 1966, to the Directorate
General, Supplies & Disposals, enumerating wvarious complaints
Eeceiv?:l against the firm. These letters are reproduced in Appen-

ix VL

427. The very first letter of the Pay & Accounts Officer, Cal-
cutta, dated 2nd November, 1963. addressed to the Directorate Gene-
ral of Supplies & Disposals, dealt comprehensively with the delay
in the despatch of 77 road rollers by the firm after taking advance
payment representing 90% of the cost. The A/Ts in question per-
tained both to the period before July, 1963, and after the relaxation
in terms of payment. The relevant extracts from the letter of the
Paly & Accounts Officer dated 2nd November, 1963 are reproduced
below:—

“The following advance 909, payment on proof of inspection,
have been made to the firm against the under mentioned
A/Ts. for supplies of the road rollers, quoted against each
A/T. But it appears that the firm have not been able to
despatch all the road rollers for reasons known to them.
No 5% bills with proof of despatch has yet been received.
On the other hand one consignee has expressed his in-
ability to accept 90% debits, as he has received neither R.R.
nor the road rollers, for which debits were raised. You
are therefore requested to issue necessary instructions to
firm to expedite despatch of the rollers if not already
done, and to the consignees to accept the debits, as per
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terms of the A/T 90% payments sre made on proof of
ingpection only.”

A/T No. Consignee Quantity Amount of 909,
of payment
Road
Rollers
Rs.
1. SVI 817073-P/11 0. C., BSD (M) Kankinara. 21 9,45,228° 50
UPCC/60 dt. 22-2-63.
2. SVI/5263-N/11/UPCC/ (i) Exccutive Enginneer P,W.D. 12
263 dt. 30-7-63 (R&B) Abhayapuri.
(i) Executive Engineer Maha- 2
nadi Bridge Dvn., Cuctack.
(ii1) Exccuti‘;e Engincer Balasore 4
High Way, Dn. Balasore. .
“(iv) Dy. Engineer,  National 4 9,48.321-00

High Way, Sub-Divn. Bassein
No.-1, Bassein.

3. SVI/ss56/N/11/UPCC/ Asstt. Engineer, R.P.S., Stores 2 87,935° 20
270 dt. 3-8-63 Sub-Divn., Chambal Project,
Rawatbha, C/o. P.B. No. 9 Kota
4. SVI/24547-N/11/UPCC/ Executive Engineer (1) C. Rly. b 43.967° 60
271 dt. 3-8-63 Secundrabad.
s. SVI/54024-P/11/UPCC/ A. C. O. S. (S&C) N. F. Rly. 2 86,210°00
272 dt. 3-8-63 Siliguri.
6. SVI1/54021-P/11/UPCC/ A.C.0.S. (Construction), N. Rly. b ¢ 43,967 00
275 dt. 5-8-63 tl}o}a,emg-ni, Distt, Mirzapur,
7. SVI/2842-N/11/UPCC/ o No payments.
276 dt. 6-8-63
8. SV1/4283-P/11/UPCC/ Executive Enginecer (B), Power 2 86,211°'00
321 dt, 4-9-63 House Divn. Raxaul.
9. SVI/81575-P/11/UPCC/ The Barrack Stores Officer, - 1 43,105," 50
323 dt. 6-9-63. Tank Factory, at Pattab hiram
Milly Siding.
10. SVI/90054-P/11/UPCC/ E. C. Project, Vartak, Clo. 56 9 3,87,949° so
329 dt. 12-9-63 APO, Rly. Station New Missa-
mari.
11. SVI/90053-P/11/UPCC/ Do. 16 6,89,688 00

352 dt. 27-9-63

77 33,62,583* 30

4.28. The Committee have been informed by the Department of
Supply that the letter dated 2nd November, 1963, from the Pay &
Accounts Officer, Calcutta, was not traceable in the office of the
D.GS. & D. It was, therefore, difficult to say as to whether any
Teply was sent thereto or any action was taken thereon.
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4.29. The Committee are surprised to know that the first com-
plaint dated 2nd November, 1963 from the Pay & Accounts Officer,
Calcutta, is not traceable in the office of the D.G.S, and D,

4.30. The Committee would like Government to investigate how
this important letter was not brought on record and take suitable
action against the party at fault.

4.31. The Committee cannot help feeling that had this complaint
(made within four months of the relaxation of terms) received the
serious consideration that it deserved, many of the complications
which followed later from the pérsistence of the firm in delaying or
defaulting in supply might have been obviated.

4.32. It may be convenient to deal with the remaining letters from
Pay and Accounts Officers, Department of Supply, under two broad
heads:

(i) Complaints pertaining to A/T's placed before 17th July,
63, and

(ii) Complaints pertaining to A/T's placed after 17th July,
1963, i.e. after the relaxation in the terms of payment to
the firm. :

Drawal of advance payment by the firm by quoting wrong ralway
receipts. A/T No. SVI/52363-N/11/61 dated 22-2-1963.

4.33. The office of D.G.S.&D., New Delhi, placed an order for
supply of 30 road rollers on UPCC. (P) Ltd., under A/T No. SV-1/
5263-N/11/61 dated 22-2-1963. The A/T provided for standard terms
of payment namely 90% payment on proof of despatch after inspec-
tion and 109 on production of consignees’ receipt. They Pay &
Accounts Officer, Department of Supply, Calcutta, became suspicious
about the actual despatch of road rollers by the firm to the consignees
after drawal of 90% advance on proof of despatch after inspection.
He investigated the facts and reported the matter to the Director
of Supplies, Office of the D.G.S.&D,, in his D.O. letters dated 14th
June, 1965, 21st June, 1965, 27th July, 1965 and 2lst September, 1965
(Appendix VI). The Pay & Accounts Officer summarised the position
in a statement enclosed with his letter of 21st September, 1965, whichs
is reproduced below:
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4.34. The Pay & Accounts Officer, Calcutta, in his letter dated
21st September, 1965, also pointed out inter alia that “As the A/T
stipulates payment of advance 909 cost of stores on proof of
despatch after inspections and as the facts show that the stores were
not despatched strictly in conformity with the declaration made by
the supplier in advance payment, bills, it appears that a prima facie
case of fraud by the firm has been established and that all action
due in such event should be initiated from your end.”

4.35. The Department of Supply have stated in a note to the
Committee that on receipt of the complaint from the Pay & Accounts
Officer, Calcutta, the following action was taken:—

“The matter was taken up with the firm and there was corres-
pondence between the DGS&D, the P&AO and the firm as
well as the consignees. Ultimately, it was found that all
the road rollers had been supplied by the firm to the con-
signees although 2 Nos., for which payment had been
claimed against R/Rs, had been despatched by road in-
stead of rail. The P&AO, New Delhi wrote a letter dated
11-10-1965 to the DGS&D in which he stated that he had
received a letter from the P&AO, Calcutta to the follow-
ing effect:

“P&AQ(S), Calcutta, has since informed this office that all the
cases in which supplies had not reached the consignees but
in which advance payments were drawn, as reported
earlier, stand regularised as the consignees have intimated
receipt of stores though long after the date of despatch as
mentioned by the firm in the advance payment bills. The
supplies were received by consignees either under diff-
erent R/Rs or in some cases by road instead of by rail as
indicated on the advance 90% bills.”

“In view of the position intimated by the P&AO(S), Calcutta,
it does not seem to be necessary to withhold hereafter
advance payments to the firm for which specific provision
exists in the contract. These are, therefore, being releas-

ed.” .

4.36. This letter was examined in the C&W Section of the
DGS&D. It was taken to apply to all cases in which complaints had
Been made by the Pay & Accounts Officer, Calcutta. Despite the
Pay & Accounts Officer’s report that all cases had been regularised,
the DGS&D addressed a letter to the firm on 1-11-1965 in which the
firm were told that they had obtained payments fraudulently by
quoting wrong R/R Nos. It was added:

“This is most irregular practice in your part and you are
advised in your own interest to desist from such irregula-
rities in future as any recurrence of such action on your
part is likely to adversely affect your registration with
this Directorate General.”

4.37. The Committee had called for copies of the entire corres-

ndence that passed between the Pay & Accounts Officers, the
irectorate General of Supplies & Disposals and the Department of

Supply.
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They find that the Pay and Accounts Officer, New Delhi had in con-
tinuation of his letter dated 11th October, 1965, which has been re-
produced by the Department of Supply in their reply to the Com-
mittee (see para 4.35) had addressed another D.O. letter No, SM3-
(432)VII/1972-73 dated 23/26-11-1965 to the Deputy Director General
{Genl), Office of the Director General of Supplies & Disposals, New
Delhi. Relevant extracts from this letter are reproduced below:—

“Kindly refer to my D.O. letter No. SM3(432)VII/1584 dated
11-10-1965 addressed to Shri......... regarding fraudulent
payments obtained by M/s. United Provinces Commercial
Corporation (P) Ltd., Calcutta against A/T No. SV-1/
5263-N/I1/UPCC/61 dated 22-2-1963.

P.A.O. (Supply) Calcutta has now intimated that one of the
consignees under the subject A/T, who had previously
acknowledged receipt of stores in full and good condition
has now reported that the two rollers supplied by the firm
are not fully equipped as required under the A/T and also
bear no inspection marks as well. This fact has also been
reported to your office vide P.A.O. Calcutta’s D.O. letter
No. SAV/SV-1/UPCC/1190 dated 14-10-65. He has also
withheld payment to the suppliers of their current bill
covering the advance 90% payment of Rs. 86,211/- made
against the particular supply.

I shall be grateful if you kindly confirm the action taken by
P.A.O. (Cal.) as mentioned above and also expedite further
necessary action in this case.”

4.38. The Chief Pay & Accounts Officer, New Delhi, in his D.O.
letter dated 26th/28th March, 1966 to the Addl Director General
Supplies and Disposals, drew attention to these letters of the Pay
& Accounts-Officer, Calcutta pointing out that the firm appeared “to
have obtained fraudulent payments against A/T No. SV-1/5263-N/
I/UPCC/61 dated the 22nd February 1963 by quoting bogus R/R
Nos. in the 909% advance payment bills.”

4,39, The Committee were informed during evidence that the
Central Bureau of Investigation had been asked to look into this
alleged fraudulent practice of U.P.C.C.(P) Ltd.

440. It would appear from the facts that the firm Ltd. drew
907 of advance payment on proof of despatch after inspection of
road rollers within three or four months of the placing of the A/T in
February, 1963.

4.41. As regards the supply of road rollers, the following three
instances bring out the performance of the firm:

442 The firm indicated in the bill dated 8th May, 1963
for 909, advance payment that two road rollers had been despatched
by rail to the Executive Engineer, Bhilashipara Division on 4th May,
1963. These road-rollers were actually reccived by the consignee by
road in May, 1965, i.e. affer two years.
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4.43. In the second case, the Executive Engineer, P.W.D., Abhaya-
puri, intimated that the road rollers were actually received by him
six months after the date of despatch declared in the firm’s bhill for
909 advance payment and that the R/Rs quoted in the bill for
909, advance payment were different from the R/R’s under which
the road rollers were actually received.

4.44. In the third case, the Executive Engineer, P.W.D., Gouripur
Division, intimated that he received only accessories against the R/R
sent by the firm in respect of the road rollers. These road rollers
were actually received by him in July, 1965, i.e. after a period of over
hwo years of the date of despatch indicated in the R/R quoted by the

rm,

4.45. The Committee find it difficult to appreciate how the office
of the DGS&D could content themselves with the issue of a mere
warning letter Lo the firm on 1st November, 1965 and how they ex-
pected this to put a stop to questionable practices being indulged
in by the firm. The Committee cannot help feeling that it was this
gross laxity on the part of the office of the DGS&D which encourag-
ed the firm to persist in their dublous practice of taking advances
from Government without taking earnest steps to despatch the
road rollers to the consignees.

Drawal of advance Payment by the firm without Despatch of Road
Rollers A/T No. SV-1/5263-N/1I/UPCC /740 dated 30-6-1964.

446. The Pay & Accounts Officer, Calcutta, in his D.O. letter
dated 12th March, 1965 to the Director of Supplies, Office of D.G.S.&
D, New Delhi, set out the salient facts of the case, relevant ex-
tracts from which are reproduced below:

“Please refer to the A/T No. SV-1/5263-N/II/UPCC/740 dated
30-6-1964 placed on M/s. United Provinces Commercial
Corporation (P) Ltd., Calcutta for the supply of Road
Rollers against the Consulting Engineer (Road Develop-
ment), Ministry of Transport and Communication (Road
Wing), New Delhi, indent No. SP-14(4)/62-MP dated 17-11-
1962. The A/T in question, is an order for the supply cf
75 Nos. Road-Rollers valued at Rs. 36,33,375/-. The terms
of payment as stipulated in clause 17(e) of the A/T being
90 of the cost after inspection, the firm has already
obtained advance 907 payment for the entire quantity of
stores during July to September, 1964 i.e. within a period
of three months from the date of placement of the A/T.

2. It further transpires from the records of my office that
only two road-rollers have been despatched under R/R/
Nos. G. 265814 dated 25-12-64 and G. 214465 dated 20-2-65 to
two different consignees so far as against a total number
of 75 road rollers for which balance 5% payment has also
been received as per terms of the A/T. It is observed that
advance 90% payment were received by the firm in both
the above cases in carly September, 1964 while the stores

1551 (Ati) LS—4
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were despatched in December, 1964 and February 1965
respectively.

3. A reference was made by my office to 13 consignees as per
A/T on 2-12-64 after payment of advance 90% to the firm
enquiring if the stores were received by them in the mean-
time. As many as four consignees have since intimated
that none of them has yet received the stores. A few con-
signees have intimated their grave concern over this and
have taken a serious view of the matter. It is, therefore,
for consideration whether in the interest of the consignees
who have not yet received the stores, but received 90%
debit for the cost of stores, my office may effect recovery
of 90% cost from the outstanding bills of the firm.”

4.47. This was followed up by the Pay & Accounts Officer, Cal-
cutta, with the Director of Supplies, Office of D.G.S.&D., New Delhi.,
through his D.O. reminders dated 24/25th March, 1965, 27th April,
1965, and 2nd June, 1965.

4.48. The Chief Pay & Accounts Officer, New Delhi, followed up
the matter with the Addl. Director General of Supplies and Disposals
through his D.O. letter dated 28th March, 1866. Relevant Extracts
from the letter of the Chief Pay & Accounts Officer’s letter are
reproduced below:

“The P&AO Calcutta in the meantime has further reported
~that against A/T No. SV-1/5263-N/II/UPCC/740 dated the
30th June, 1964, which is for the supply of road rollers
and which provides for 90% +5 9% + 5% payments on
inspection, despatch and receipt of stores by consignee
respectively, the firm had obtained 90% payment for the
full quantity ordered, during the months of July to Sep-
tember, 1964, but that it has despatched only 31 road
rollers and that too long after the inspection was complet-
ed—the minimum time lag between the dates of inspection
and-despatch being 119 days. Balance 5% payment, which
was admissible after despatch of stores has also been ob-
tained by the firm against 31 road rollers but no bill for
the final 5% payment supported by consignee’s receipt
certificates have been received so far. Claims for 5% pay-
ment admissible on proof of despatch, for the remaining
44 road rollers have not yet been received and it is doubt-
ful if these road rollers have been despatched at all
although the date of delivery stipulated in the A/T ex-
pired long ago. In this connection, I would refer to your
office letter No. SV-1/5263-N/II/ dated the 6th September,
1965, addressed to the P&AOQ(S), Calcutta and request you
to consider the desirability of investigating whether (1)
abnormal delay in despatch of stores all along has act-
ually been due to booking restrictions and non-availabili-
ty of wagons, (2) the remaining 44 road rollers already
inspected in the year 1964 are still lying with firm in good
condition, and (3) the 31 road rollers for which 5% pay-
ment has been claimed by quoting R/R Nos, have actually
been received by the consignees,
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If as a result of such investigation, the firm is found to have
indulged in drawing payments fraudulently and/or to
have deliberately delayed despatch of stores to consignees,
it may be considered if the concession of advance 90%
payment on inspection may not be withdrawn from the
firm in respect of all A/Ts. containing such terms and also
whether the firm might be blacklisted.”

4.49. The Committee have already commented on the inadequacy
of Government action in issuing on 1st November, 1965, to the firm
a mere letter of warning to desist from irregular practices. The
Committee feel that had the Directorate General of Supplies and
Disposals given careful consideration to the concrete suggestions
made by the Pay and Accounts Officer, Department of Supply,
Calcutta, to recover the advance payments taken by the firm with-
out despatching the road rollers from the outstanding bills of the
firm, Government would have been saved considerable financial
loss. They also feel that had the three points for action posed by
the Chief Pay & Accounts Officer in his letter of March 1966,
namely: investigation into the abnormal delays in despatch of road
rollers by the firm, physical verification at the firm’s premises of the
road rollers already inspected and paid for but not despatched, and
verification of receipt of road rollers from consignees; been proceed-
ed with, the malpractices indulged in by the firm would have come
to light earlier. The Committee would like Government to investi-
gate why adequate action was not taken on these communications
of the Pay & Accounts Officer, Department of Supply, Calcutta, and
Chief Pay & Accounts Officcr, New Delhi. They also feel that a
procedure should be devised by which such complaints from senior
accounts officials of the Department received the personal attention
of senior officers of the Department so that remedial measures are
initiated without loss of time.

Remedial Measures to Avoid Recurrence of such Instances.

450. The Committee desired to know from the representatives of
the Department of Supply and the Directorate General of Supplies
and Disposals as to what remedial measures were proposed to be
taken to guard against the recurrence of such instances where firms
manage to take money on inspection and despatch by indicating
fictitious or wrong R/R/ Nos. in the bills for 90% advance pay-
ment. The Secretary, Department of Supply, stated that it was the
first case where irregularities of this nature had happened. The
Director General, Supplies & Disposals, added:

“We find now that there is no fool-proof system. That is the
question we are addressing ourselves right now.” The
witness added that railway receipts showed that certain
goods had been despatched by the supplier to the con-
signee and the description of the goods was given but not
always in sufficient detail.”

451. The Directorate General of Supplies and Disposals have now
devised a proforma in which the consignees are required to send
intimation about receipt of stores expeditously to the DGS&D.
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4.52. The Committee also find that a provision already exists in
the standard form of A/Ts that the railway receipt should be sent
by the suplier to the consignee direct by registered post under inti-
mation to the office of the D.G.S. & D.

4.53. The Committee would like the Department of Supply/
Directorate General of Supplies & Disposals te go fully into the
matter in consultation with the Ministry of Rallways and major
indenting departments with a view to devise a fool-proof procedure
for ensuring that a supplier cannot get away with advance paymens
without actually despatching complete goods after inspection.

Late issue of instructions about the consignees—not a cause for delay
in despatch of road rollers.

4.54. One of the reasons for which the supplies could not be made
in time, as alleged by the firm, was the change in the instructions
about the consignees. During evidence, the Committee drew the
attention of the Secretary, Deptt. of Supply to this and enquired if
“In some cases the consignment orders were changed as much as two
vears late and delay in deliver;,r was due to this,” The Secretary,
Deptt. of Supply, stated that “these wvariations had to be made
because the works for which road rollers were required had been
completed and so consignees never wanted the road rollers.... That
is precisely the reason why variation took place because the delay
was two_years”. To a question “whether the firm have a valid
excuse for the delayed supply”, the witness replied: “No wvalid
excuse.”

455. The Committee have been informed by the Department of
Supply in a written note “all the 106 contracts placed from the year
1961 onwards have been reviewed which reveal that the consignment
instructions were given in 86 acceptances of Tender initially and
in 20 acceptances of Tender, consignment instructions were given
subsequently on receipt of definite consignment instructions from
indentors. The consignment instructions were amended in 47 cases
(involving 560 road-rollers). The maximum time-lag was one month
and 23 days and the minimum time-lag was one day.”

5.56. It would thus appear, tlat the time taken in the issue of
consignees instructions in the office of the D.G.S.&D. was not the
primary cause of the delay in the despatch of road rollers by the
firm. The Committee suggest that the matter should be further
investigated by Government.

Non-availability of wagons—-n;:)t a cause for delay in despatch of
road rollers as alleged by the field.

457. The Divisional Engineer, Highways and Rural works,
Guindy (Madras), in his letter dated 27th September, 1965. to the
Asstt. Director of Supplies, office of the D.G.S. & D., pointed out that
the Divisional Traffic Superintendent, Shalimar had informed him
that there was no outstanding indent for wagons at Shalimar from
M/s. UPCC (P) Ltd,, for despatch of road rollers to Madras. The
firm had, however, informed the D.G.S. & D. in their letter dated
10th August, 1965, that they were unable to despatch the road rollers
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due to restrictions in railway booking. The Divisional Engineer
stated that from the reply of the Divisional Superintendent, Shali-
mar, it was clear that tﬂe firm had not contacted the railway authori-
ties at all.

458, Similarly, the Executive Engineer, P.W.D. (Patiala), while
forwarding copy of the telegram dated 10th January, 1966, informed
the D.G.S.&D. that the firm had not been able to despatch road
rollers even though the railway authorities had intimated that there
were no restrictions on the booking of wagons since 13th October,
1965.

4.59. As mentioned earlier in this Chapter, the Director General,
Boarder Roads, had also in his letter dated 30th March, 1964 (Appen-
dix VII) pointed out that the complaint of the firm regarding non-
availability of wagons was not correct.

4.60. The Director General, Border Roads, in his letter No. 67/561/

100/RR/396/ES/BRD dated the 20th October, 1964, had inter-alia
reportded to the Director of Supplies (Vehicles), office of D.G.S. & D.
as under:

“It is also brought to your notice that M/s. Jessops & Co., Ltd.,
Calcutta have had no difficulty in despatching the Road
Rollers to Eastern Sector during the same period and
delay in despatch by M/s. UPCC is not understood.”.

4.61. The Committee drew attention of the Secretary, Depart-
ment of Supply, to these complaints and asked why the explanation
of the firm regarding non-availability of wagons was accepted by
the officers concerned. The Secretary, Department of Supply stated:
“That is being looked into”.

4.62. The Committee also find that the Director (O&M and CDM)
of the office of the D.G.S. & D. in his report dated 19th November,
1966, had inter-alia stated: —

“It was test checked that other suppliers of road rollers i.e.,
M/s. Jessops, M/s. Greaves Cotton and M/s. Britannia, all
situated in Calcutta were on an average not taking more
than 30 days in arranging despatches of the road rollers
after inspection. If so, M/s. UPCC could not reasonably
advance the plea that they were facing difficulties in ob-
taining railway booking for arranging timely despatches
of these road rollers after inspection.”.

. 4,63, The Committee are not able to a iate how the Directo-
rate General of Supplies and Disposals, Delhi did not make adequate
use of their offices at Calcutta to verify the truth of the firm’s con-
tention that such excessive delays from six months to two years were
due to non-availability of wagons. If the Directorate Gemeral of
Siill:lhes and Disposals, Delhi had pursued the matter either directly
with the Rallways or tried to ascertain the position regarding des-
patch of road rollers by the other two ﬁmr,w M/s. Jessops and
Britannia, they would have come to know that non-availability of
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wagons was not the real cause of delay in the despatch of road
rollers, The Committee regret the lack of vigilance shown by the

Directorate General of Supplies and Disposals in investigating these
complaints and would like that responsibility for this laxity should

be fixed and disciplinary action taken against the persons at fault.

Substitution of 4 Cylinder Engines by Cylinder Engines.

4.64. The Executive Engineer, Bijni Division informed the Pay
and Accounts Officer, Calcutta, in his telegram dated 3rd September,
1965 that he had received 2 road rollers fitted with 3 cylinder engines
instead of 4 cylinder engines and that these engines had no inspec-
tion marks on them.

The Chief Engineér, B.&R., PW.D, Rajasthan, in his letter
No. F.8(4)10/D-4075/Sec. 111/66, dated 1st March, 1966 had intimated
the D.G.S.&D. that......

“the firm has made a lot of changes after inspection of the
. Road Rollers and drawing 90% cost in advance. The
Engines fitted with the Road Rollers have completely
been changed by replacing 3 cylinder Engines instead of
4 cylinder Engines mentioned in the A/T which are not
considered suitable, as the BHP of Fordson Dextra 3 cylin-
.der engine in 32 BHP whereas that of Fordson Major 4
cylinder engine provided in the A/T is 51.8 BHP. It is
really a serious irregularity on the part of the firm to have
changed engines completely after their final inspection
and drawing 90% cost in advance.”

The Chief Engineer in his another letter No. F.8(4)(12)/0-3749/
Sec. I11/66, dated 1st March, 1966, had also pointed out that

“The Engine Fitted with the Road Rollers is Fordson Dextra 3
cylinder 32 BHP, whereas as per detailed specifications
mentioned in the A/T, this should be Fordson Major 4
cylinder 51.8 BHP. Hence the supply of Rollers is quite
contrary to the specifications given in the A/T.”

4.65. The Ministry have stated in a note to the Committee that:
“between September, 1965 and April, 1966, 5 complaints were receiv-
ed from different consignees to the effect that, after inspection, the
firm had substituted 3 cylinder engines in place of 4 cylinder engines.
Further enquiries have been made and it has been found that com-
plaints of this nature have been made in respect of 21 road rollers. It
is possible that similar substitution may have been done by the firm
in other cases as well. Consignees are being requested to carry out
a check and report any further instance of this fraud so that suitable
action may be taken against the firm.”.

4.66. The Committee enquired how the firm substituted 3 cylinder
engines for 4 cylinder engines in 21 road rollers and what action was
taken in this regard. The D.G.S. & D. stated that the original speci-
fications mentioned the fitting of 4 cylinder engines (51.8 HP). In
about 1965, the firm started substituting Dextra Engines 3 cylinder
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46 HP and this seemed to have been done in the case of 21 road
rollers. Subsequently, the firm approached the D.G.S. & D. for an
amendment letter. Then there was a technical examination of the
adequacy of the 3 cylinder engine and it was held that this was an
adequate substitute for the 4 cylinder engine.

4.67. The amendment letter was issued in the case of 2 road
rollers supplied to the Superintending Engineer, Ahmedabad, but no
such amendment letter was issued in respect of the remaining 19
road rollers supplied with 3 cylinder engines after inspection. The
witness added that, subsequent to the issue of the amendment lefter,
the firm was permitted to supply road rollers with 3 cylinder 46 HP
Dextra engine. Asked if the fitting of 3 cylinder engines did not
affect the efficiency of the road rollers the witness stated: “From the
technical point of view, it was acceptable, But from the legal point
of view, it was a deviation from the A/T in 21 cases.” Asked further
if the question was examined from the point of view of reducing the
cost, the witness replied: “That was also looked into”. He added
that when the 3 cylinder engines came into the picture sometime in
1965, the general costs had increased appreciably. Certain figures
given by the firm were examined and it was agreed, in zonsultations
v\éith the Ministry of Finance, that no reduction price need be obtain-
ed.

4.68. Asked whether any change with regard to the engine was
allowed in the case of the other suppliers, the witness stated that the
other manufacturers were using Parkins 4 cylinder 42 HP engines
made in India. In the case of M/s. UPCC (P) Ltd,, the engine was
imported and it was understood that the foreign manufacturers had
discontinued the manufacture of 4 cylinder engines snd were manu-
facturing only 3 cylinder engines with 46 H.P. On the jirm's repre-
sentation, technical examination was carried out by the Director of
Inspection and it was found that 3 cylinder engines would serve the
purpose equally well.

489. The Committee enquired: Why road rollers with 4 cylinder
engines were ordered from the firm if those with 3 cylinder engines,
which might have been cheaper, could serve the purpose. The
Secretary, Deptt., of Supply, stated that the firm had orginally offer-
ed the road rollers with 4 cylinder 51.8 H.P. engine and therefore the
question at that time was to accept or reject it. It was only in 1965
that the firm reported that the manufacture of the 4 cylinder engine
had been discontinued by the foreign manufacturers and it was then
that the question of substituting it by 3 cylinder engine arose and
was considered.

4,70, The Committee are distressed to note that in 21 Road Rollers
the firm seem to have substituted 3 cylinder engines in place of 4
cylinder engines after inspection of the road rollers. The Committee
feel that substitution of 3 cylinder engines in place of 4 cylinder en-
gines, after inspection, is a serious matter and requires further in-
vestigation. The Committee need hardly add that after investigation
necessary action should be taken against the parties at fault.



52

4.71. It has also been observed that in one case, the Executive
Engincer, Bijni, in his tclegram dated 3rd September, 1965 informed
the Pay and Accounts Officer that the firm had supplied 2 road
rollers fitted with 3 cylinder cngines instead of 4 cylinder engines
and that they bore no inspéction markings. The Committee are un-
mble to understand how the engines which bore no inspection
makings of the D.G.S.&D. were fitted in the road rollers and
supplied by the firm. They desire that this case may be investigated
with a view to find out the modus operandi of the firm and the

loopholes jn the procedure.

The Committee desire that the Government should investigate
as to how the firm supplied to the Chief Engineer, Rajasthan the
Fordson Dextra 3 cylinder engines with only 32 BHP as against the
i?’frdson Major 4 cylinder engines with 51.8 BHP, as provided in the

4,72, The Committee desire that the remaining cases involving
16 road rollers should also be thoroughly investigated and responsibi-
lity for the lapses fixed on the parties at fault,

Reference by the Assistant Accounts Officer (Audit)

4.73. On the 6th September, 1966, the Asstt. Accounts Officer
(Audit) wrote to the Directorate (D.G.S. & D.’s office) in which he
brought out the following alarming information:

(a) Out of 709 road rollers ordered upto August, 1965, only two
were despatched within the delivery dates stipulated in
A/Ts.

(b) Indsmuch as progress payments had been sanctioned to
give a fillip to production and supply of road rollers, it
was evident from the delays which had occured in des-
patch that this purpose had not been served.

(c) 90% advance payment had been made to the firm for 201
road rollers which had not been despatched. This had
resulted in irregular retention of Government money
amounting to Rs. 89,59,575:00.

(d) The two other suppliers of road rollers were making sup-
plies well in time without the facility of special payment
terms.

4.74. This letter at last resulted in a complete re-examination of
the entire matter. and the special egayment terms for the firm were
withdrawn on 23rd September, 1966. The other matters arising out
this letter are dealt with in Chapter No. VI dealing with the latest
position in regard to this case.
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4.75. The Committee have dealt in the preceding paragraphs with
some of the complaints received from different sources against the
supply of road rollers by this firm. They are left with an unfortunate
impression that the organisation of the D.G.S.&D. did not respond

to the needs of the case and failed to take prompt and adequate action
on reccipt of these complaints. As early as 2nd November, 1963, i.e.
within 4 months of the relaxation in terms of payment, the Asstt.
Pay and Accounts Officer, Calcutta, had brought to the notice of the
D.G.S.&D. the delays in the despatch of road rollers after 905
payments had been drawn by the firm on proof of inspection. In
January, February and March, 1964, the D.G.B.K. complained about
the delays in despatch of road rollers by the firm despile availability
of rail wagons, after drawal of 907 payment on inspection. He
specifically pointed out that the D.G.S.&D. might consider the revi-
sion of terms of payment so that the firm got payment after proof of
despatch and not on completion of inspection. The Committee re-
gret to note that it did not receive the serious attention, it deserved.
Even when the Pay and Accounts Officer brought to the notice of
D.G.S.&D. from March, 1965, onwards cases of inordinate delay and
drawal of advance payment on the basis of wrong R/Rs, effective
action was not taken either to investigatc the matter fully or to
revise the terms of payment, but a mere warning was issued to the
firm which could hardly in any material way safeguard the Govern-
ment's financial interests. It was only when Audit pointed out the
various lapses in this case on 6th September, 1966, that a thorough
re-examination of the entire case of supply of road rollers by M/s.
UPCC (P) Ltd., was carried out, and the special terms of payment
withdrawn.

4.76. Another disquieting feature of this case is that the firm in
some other cases had sent accessories instead of actual road rollers
and yet claimed 90/ payment on proof of despatch., In still other
cases the firm seem to have substituted 3 cylinder engines instead of
4 cylinder engines after the road rollers had been inspected.

4.77. The net result of the failure to act on the part of the office
of the D.G.S.&D. had been that the firm got 90 advance payment|
on proof of inspection, amounting to about Rs. 1'92 crores in respect
of 419 road rollers, which they did not despatch at all. What is still
worse, 391 road rollers for which payment had been obtained did,
not ‘exist at all’, according to the Ministry’s own note.

4.78. The Committee feel that the veriable series of lapses indi-
cated above on the part of the firm as well as on the part of the office
of the D.G.S.&D. require through examination with a view to
taking suitable deterrent action against the parties at fault and to
sie\;it:i;ng remedial measures to avoid a recurrence of such instances
in future,



CHAPTER V
PROGRESS WING

The duties and functions of the Progress. Wing have been aptly

described

thus in the Manual of Office Procedure for Supplies, In.

spection and Disposals: .
“The Progress Wing has been set up to implement the

-

slogan of the Department ‘D.G.S.&D. delivers the goods’
by the scheduled date. Essentially, therefor, it watches
coverage of indents and follows up contracts so that sup-
plies are arranged by the specified delivery dates. For
this purpose it will maintain close liaison with the Inden-
tor, Suppliers, Inspector and Purchaser and ensure fhat
there is no undue delay in regard to allotment of raw
materials, issue of import licences, amendments, to con-
tracts, inspection and despatch of stores etc. Progress
Officer shall maintain constant ahd personal contact with
the Supplies Officer at all levels and assist them in the
prompt removal of bottlenecks though the ultimate res-
ponsibility for timely fulfilment of the contracts must rest
with the Supplies Officers.”

5.2. Paras 243 to 248 which describe in detail the working of the
Progress Wing are reproduced in Appendix VIII. Some of the more
important instructions contained in these paras are mentioned he-

low:
(a)

(b)

All inspection notes received in D.G.S. & D. will be passed
on to the Progress Wing in the first instance ———, The
Progress Wing will watch the deliveries against the con-
tracts upto the stage of final inspection of stores except in
the case of contracts placed on unregistered firms where
they are specially required to chase the zontracts till the
store is actually despatched;

Active progressing will be done through Field Officers
posted at “.......... " to whom lists of outstanding, A/T
in their respective areas will be furnished alongwith
copies of acceptances of tender/Supply Orders every
month by the Progress Wing at Headquarters. The Field
Officers will visit the firms once a month or more often
where necessary in order to ascertain the exact position
and prospects of supply, as well as bottlenecks, if any,
causing delay in completion of the contracts. With a view
to assist the firms and expedite delivery of stores, re-
medial action to the extent possible will be taken by the
Field Officers themselves. The lists will thef be returned
every month to the Progress Cells at Headquarters and
Regional Offices for nothing the factual position in the
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relevant A/T cards and initiating action on other pending
issues broughtout in the Field reports. The Field Officers
will endeavour to visit all local firms in rotation so that
no A/T is left out, though they will concentrate on A/T
where delivery period has expired or is about to expire,
They will similarly pay greater attention to chasing of
A/T for fabricated and indigenous stores, as well as those
issued against Works Programme. Express, Operational
and Urgent indents and other important contracts and
Educational Trial/Development orders.

(c) A special watch will be kept on:
(i) items of bulk purchase.
(ii) Urgent and Operational demands from Defence.

(iii) Critical items of requirements of Defence and P. & T
Department.

(iv) Any other items indicated for special chasing.

5.3 The Committee drew attention to the following clauses in
A/Ts placed on the firm for the supply of road-rollers from time to
time:

“(i) In terms of clause 11 of the General Conditions of contract
and time for the date of delivery of the stores stipulated
in the Acceptance of Tender should be deemed to be the
essence of the contract and delivery must be completed
not later than the date specified therein. Ex-tensions will
not be given except in exceptional circumstances.”

(ii) The Railway Receipts were required; “To be sent to the
consignee direct by Registered Post under intimation to

this office.” (D.G.S.&D.)".

54. The Committee enquired whether in view of the specific con-
ditions in A/T’s and the aforementioned provisions in the Manual of
Office Procedure for Supply, Inspection and Disposals, any special
watch was kept on the despatch of road rollers by the unregistered
firm of U.P.C.C. (P) Ltd., after inspection and getting 90% of the
cost as advance. The Committee have been informed by the Depart-
ment of Supply in a note as follows:—

(i) In actual practice it was found that field progressing of the
kind visualised in the instructions could not be done with the staff
resources allotted for the purpose. In course of time, the field offi-
cers were progressing only selected A/T’s specially marked for this
purpose. Even in these cases, they generally called for information
from the firms either by a letter or over the telephone. Actual
visits of firms' headquarters were more frequent in the northern

" area, where the number of A/T’s was comparatively less than in
the eastern region with Headquarters at Calcutta. The number of
A/T’s placed in the Calcutta region accounted for about 30% of all
the A/T’s issued by the D.G.S.&D., apart from the A/T's issued by



the Calcutta Office itself. It is an ironic fact that the area where
the strongest filed progressing was required actually received the
least attention due to the meagre staff allotted for this purpose.

(ii) The Vidyalankar Study Team, appointed by Government in
July, 1964, had this to say about post-contract progressing in their
report which was published in November, 1965:

“Although the Manual lays down that all contracts should be
progressed, our investigations reveal that, in actual practice,
the field staff progress only those contracts which are
placed by their own regional office or for which specific
requests are received from the contracting office. Non-
compliance with the letter of the instructions of the
Manual is understandable for compliance would increase
tremedously the volume of work and would necessiate at
certain places the provision of more than double the staff
at present engaged in field work. On merits too, it should
not be necessary to progress every contract.”

(iii) Following modifications have been made in the functions of
the Progress Wing as a result of the recommendations of the Vidya-
lankar Committee: —

- (a) Progress Wing has been absolved of the responsibility for
pre-A/T progressing which has been entrusted to the
Purchase Directorates.

(b) The post-A/T progressing has been limited to the following
categories of A/Ts only: —

1. Supplies against Rate and Running Contracts.

2. Operational/Urgent contracts.

3. Contracts where assistance of raw material is required.
4. Contracts against works Programme indents.

5. Contracts for critical items of requirements of Defence,
Railways & the Posts & Telegraphs Departments.

6. Contracts for developmental items.”

(iv) “The A/Ts placed on M/s. UPPCC Private Ltd. for the
supply of Road Rollers were not specially marked for progressing.
It was also not indicated to the Progress Wing that this firm was not
registered with the D.G.S.&D., for indigenous Road Rollers, No
active or field progressing was carried out by the field staff.”

(v) “Some of the A/Ts on UPPC for road rollers which were sent
to the‘Progr.ess Wing in Calcutta were endorsed for assistance in
procuring ra1lwa% wagons. Enquiries made show that the firm
approached the Progress Wing only rarely for such assistance.
Therefore, while on the one hand, M/s. PC requested progress
payments on account of delays in obtaining railway wagons, on the

other hand, they made little effort to seek the assistance of the
Progress Wing for this purpose.”
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(vi) “Out of the numerous complaints made by the consignees
and the Pay and Accounts Officer in regard to supplies of Road
Rollers by M/s. UPPC, some were sent to the Progress Wing in
Calcutta for investigation and report. In one case, as no reply was
received from the firm for 2 months, the Assistant Director of Pro-
gress in the office of the D.G.S. & D., Calcutta was asked to depute
a Junior Field Officer to get the detailed particulars and report.
Progress reports were required every week thereafter. Instead of
deputing a Junior Field Officer to the firm, the Assistant Director
sent for the firm’s representative and obtained information which
he reported to Headquarters. The officer has been dealt with for
failure to depute a Junior Field Officer as ordered”.

(vii) “This method of enquiry was in line with the general
method of functioning of the Progress Wing, particularly in the
Calcutta region. Had the progress wing been staffed to properly
carry out the functions for which it was intended, it is not unlikely
that the irregularities, delays etc. in the supply of road rollers would
have been brought to light much earlier.”.

(viii) “Proposals for strengthening the Progress Wing adequately
are at present under consideration. In addition, orders have been
issued to plug other lacunae, that had been found in the
functions of the Progress Wing. For example, it had been laid down
that progress payment contracts should be chased by the Progress
Wing by cross-checking and spot verification of proof of inspection,
despatch and receipt by the consignees. When the Progress Wing
is adequately strengthened, their services will also be utilised for
investigating into serious complaints.”.

5.5. The Committee asked during evidence whether any steps had
been taken to ensure proper co-ordination hetween the authority
dealing with the complaints from consignees and the Supply Officers
in the office of the D.G.S. & D. The Director General, Supplies &
Disposals stated that “Follow up action was the function of the
Progress Wing. The Progress Wing is to chase the suppliers ard also
to contact the consignees where necessary........ . Unfortunately
the Progress Wing was not well equipped to do this work. The
result is these complaints, even those which were referred to Pro-
gress Wing, were not investigated thoroughly. That is what happened
in this case.”.

5.6. Asked if the proposed strengthening of the Progress Wing of
the D.G.S. & D’s., organisation would really eliminate lack of co-
ordination between the section dealing with complaints from con-
signees and that dealing with suppliers, the witness replied; “We
expected it will be done.”. '

5.7. The witness added that instructions had heen recently issued
that eomplaints of a serious nature should be brought to the notice
of the Director General personally and the Department of Supply.
and that these would specifically be entrusted to senior officers nf
the Progress Wing for investigation and report.

5.8. The Committee have been informed that in the licht of the
experience gained in the present case, the Directorate General of
Supplies & Disposals have reviewed the position regarding pro-
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gressing of supplies against contracts where progress/advance
payments are authorised. The Directorate General of Supplies &
Disposals have accordingly issued an Office Order No. 43A (Progress
I;ayments) on the subject on 25th May, 1967, which is reproduced
elow:—

“Advance payments in the shape of 909, on proof of inspection,
5% on proof of despatch and the balance 5% on receipt
of stores in good condition, were provided for under certain
contracts placed in the past. It is observed that complaints
regarding the performance of the firms received in these
cases were not adequately investigated either by the
purchase Dte. concerned or by the progress wing.”. ‘

“As progress payments represented Government assistance to
contractors, it is clearly a progress function to chase such
cases in order to ensure that supplies are made in good
time and the advances taken are not misused by the firm
in any way. Complaints regarding delay in supplies or
non supply of stores received in the purchase Dte. should
also be referred immediately to the Progress Wing for a
thorough investigation of the case.”.

“D.G. has ordered that Purchase Dtes. should make out lists
of all cases in which progress payments have been made.

) This should be done by the end of May, 1967. These lists
should be sent to the Progress Wing which will ensure
that the progress functions enumerated above are carried
out in an effective manner. In doing so progress wing
should make local inquiries and spot investigations. The
practice of getting information from the suppliers them-
selves, usually over the telephone, is no guarantee of the
accuracy of the information supplied by the firms. The
progress field staff should visit suppliers works and make
‘such other local visits/inspections ‘as may be necessary.
The aim througout should be to see that the stores of
proper quality are supplied within the stipulated delivery
periods and that the firms do not misuse the advances
given to them. In particular, inquiries will have to be
made to check whether the stores purporting to have been
despatched are actually despatched. For this purpose
test checks of R/Rs and transports documents will be
necessary.”.

“All concerned should note these instructions for strict
compliance.”.

5.9. The Committee cannot help concluding that one of the con-
tributory reasons for the fallure to detect the inordinate delay by the
firm in the despatch of road rollers after inspection was the fact
that the A/T’s placed by the office of D.G.S.&D, on_the firm were
not specially marked for progressing by the Progress Wing. The
Committee consider that, when special terms of payment in relaxa-
tion of standard terms were sanctioned to the firm, the office of the
D.G.S.&D., should have taken care specifically to ask the
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Progress Wing to keep a special watch on the progress of the des-
patch of road rollers after inspection.

5.i10. The Committee are also constrained to find that when
complaints were specifically marked to the Progress Wing, Calcutta,
for investigation and rcport, the officer concerned did not investigate
the matter fully by inspecting the firm’s factory or Godown but
instead sent for the firm’s representatives and obtaincd information
which he reported to Headquarters”. The Committee desire that
the above lapses on the part of the office of the D.G.S. & D., and of
the Progress Wing should be fully investigated with a view to fix
responsibility and take suitable disciplinary action against the

officers concerned.

511, The Committee need hardly add that now that Government

have the considered recommendations of Vidyalankar Committee
and have taken decision thereon, it should be possible to take suitable
measures without loss of time to ensure that the Progress Wing is
put in a position fully to discharge the functions develoving on it.

5.12. The Committee cannot too strongly stress that the Progress
Wing and other agencies concerned in the D.G.S.&D., should keep
a special watch regarding the despatch and delivery of goods against
progress paynicnt contracts or contracts where standard terms of
payment have been relaxed by checking and spot verification of
proof of inspection, despatch and receipt by the consignees.

5.13. The Committec note that the Directorate General of Supplies
& Disposals have issued comprehensive instructions on 25th May,
1967, on progressing of supplies against contracts where progress/
advance payments are authorised. The Committee would like
Government to ensure that all contracts where progress payments
have been authorised are reviewed to make sure that the goods for
which advance payments have been made are actually received by
the consignees in time. They would like Government to ensure that
the procedure envisaged for making “local enquiries” and “on the
spot investigations” for making sure of the receipt of goods by
consignees in given effect to by the filed organisation in letter and

in spirit.
Inspection Procedure

5.14. The Committee asked about the procedure followed for
inspection of stores. The D.G.S. & D., stated that the inspecting
officer endorsed the various technical certificates given by the firm’s
own inspectors, checked the production figures with engine rnumbers
etc,, tested the road-rollers in work on gradients, tried brakes etc.,
and fixed an inspection mark on each road roller. Asked about the
nature of inspection mark indicated by the Inspector the witness
stated: “A slight hammer blow, A mark is left on the body of the
road roller”. The witness added that the inspection procedure had
recently been revised. The revised procedure was Adifferent from
the original procedure in that previously road rollers were inspected
after they had been completely fabricated but under the revised
Procedure there was stage by stage inspection.
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5.15. The Committee asked whether the Deputy Director of
Inspection performed his functions properly in this case. The Secre-
tary, Department of Supply, stated: “The position is that we have
asked the C.B.I. to go into the matter as to whether the inspection
done by the Inspection Office was faulty or not and the supervision
of the Director of Inspectlon was correct or not or whether there
was any collusion”.

5.16. The Commiitee_ find that the Additional Director General.
Supplies & Disposals, in his note dated 20th October, 1966, had
observed.:

“Inspection of Road Rollers—A very disconcerting feature
of the whole thing is that they have received payments
after proof of inspection; in other words, only after the
inspection certificate has been issued. If this was the case,
then where are the road rollers, 400 of them ? Therefore,
it is quile obvious that either they have duped the
inspector and got the same roller inspected over and
over again by mutilating his inspection marks, or there
has been some unfortunate collusxon between the firm
and the Inspectors.”

5.17. This matter also came up for discussion between the Secre-
tary, Department of Supply, and the representative of Messrs. UPCC
in their meeting held on 26th October, 1966. The relevant extract
from the minutes of that meeting is reproduced below:—

“Secretary inquired from them as to how the firm had drawn
~ payment in respect of the road rollers which were not
available. Had they got the sume rcad rollers inspected
time and again, or, had they obtained inspection certifi-
cates from the inspecting officers of DGS&D without the
actual inspection. Firm's rep. stated that a lot of their
material had been pilfered. They were investigating the
matter and had been able to locate some components
of road rollers and are continuing their efforts for the
balance. This explanation was not considered satis-
factory.”

5.18. It is also noticed from the pavers furnished to the Com-
mittee that the total number of road rollers inspected from 1st
December, 1963, upto September, 1966, was 962. The average rate
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of inspection of road rollers per month from January 1964 was as
follows:—

Months Number of Road Rollers inspected

i 1964 1965 1966
January 28 28 37
February 12 184 9
March . 3t 3 25
April 18 20 24
May 44 32 24
June 16 38 17
July 16 18 34
August 32 27 42
September 27 41 20
October 39 40
November 40 47
December 16 42 -
359 357 232

5.19. The Committee find from this statement that in the months
of May. 1964, to August, 1964, October, 1964 and November, 1964
and further from September, 1965, to December, 1965, the firm on
an average made available for inspection road rollers greatly be-
yond their production capacity. The Commitiee are not able to
understand as to why this aspect did not attract the attention of
the inspecting officers. The Commitiee were given to understand
by the Secretary, Department of Supply, that they were going into
the matter as to whether the inspection done by the inspecting
officers was faulty and the supervision of the Director of Inspections
was adequate and whether there was any collusion. The Committee
desire that this aspect should be investigated expeditiously with
a view to find out how far the Inspection Wing and the officers of
the DGS&D failed to carry out their responsibilities properly and
kow far there was collusion, if any, with the firm.

5.20. The Committee would also like Government thoroughly
to investigate the procedure for impressing inspection marks on
road rollers and stores so as to make sure that these cannot be
erased or otherwise tampered with. In fact, it would be advanta-
geous if inspection of goods fabricated or manufactured in the
country is carried out in stages to make sure that they strictly.

conform to the prescribed standards.
1551(aii) LS—5.



CHAPTER VI

PRESENT POSITION OF THE CASE

Qut of 1229 road rollers ordered from the firm from 1959 to 1966,
the firm have delivered only 765 road rollers. Orders for 13 road
rollers were cancelled, and 451 road rollers are outstanding. Against
these 451 outstanding road rollers, the firm have drawn 90 per ceni
advance payment in respect of 419 road rollers, amounting to

Rs. 1,91,86,857.50 but the rollers have not yet been despatched.

8.2. As already mentioned in Para 1.10 (Chapter 1) the period
of delay in despatch of road rollers by the firm after they had
drawn 90 per cent payment on inspection ranges from one to 25
months.

Measures to deal with the suspected fraud

6.3. On receipt of the letter dated 6.9.66 from the Astt. Accounts
Officer (Audit) referred to in para ......... (Chapter IV). the case
was examined in the relevant Directorate.

6.4. The Director (in the DGS&D) proposed that the special pay-
ment terms should be withdrawn and the outstanding payments
due to the firm should be withheld. The matter was brought to
the notice of the Director General Supplies & Disposals on 23rg
September, 1966. A meeting of all officers concerned, including
Finance was held the same day and the following steps were taken.

“(a) The Pay & Accounts Officer was asked to withhold all
payments to M/s. UP.C.C. (P) Ltd, and to refer their
bills to the D.G.S.&D.

(b) The special payment terms were to be discontinued and
the standard payment terms adopted.

(c) Statements of deliveries were. to be oblained from the
firm, the P&AO and the consignees, and the correct
supply and delivery position ascertained.

(d) An administrative inquiry was to be made as to why
road rollers for which 90 per cent payment had been
obtained had not been despatched.

(e) No further rate contract, running contract or price agree-
ment would be concluded with the firm and any decontrol
road rollers would not be applicable to M/s. UPCC until
the matter was cleared.” -

6.5. The Ministry have informed the Committee in a written
-note that “Further inquiries made by Government in accordance

62
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with the above decision revealed that the firm had obtained 80 per
cent advance payment amounting to Rs. 1,91,86,857.50 for 419 road
rollers which had been delivered to the cunsignees. It further
transpired that out of 419 road rollers for which the firm had
drawn advance payment, they had only 28 completed rovad rollers,
lying in two different yards, and that, therefore 419—28=3981 road
rollers, for which payment had been obtained, did not exist at all.”

.6.6. “The matter was brought to Government's notice on 27th
September: 1966. Representatives of the firm met the Secretary,
Deptt. of Supply, on 1st October, 1966 and were told to refund
the entire amount irregularly drawn by them along with interest.
The firm said it would -be difficult for them to refund the entire
amount, but offered to pay reasonable interest. On 3rd Orctober,
1966, the firm confirmed their willingness to pay reasonable interest.
There was a further meeting in the room of the Secretary, Deptt. of
Supply on 26th October, 1966.” According to the minutes of the
meeting:

“The Secretary, Department of Supply also told them that
whatever the case may be on their side, the present im-
perative need was that the money over drawn by the
firm must be repaid to the Government. As a first ste
they should deposit a sum of Rs. 50 lakhg within a weeﬁ
and they come forward with an acceptable suggestion for
repayment of the rest of the amount”.

According to the note furnished by the Department of Supply:

“The firm stated that they would not be able to refund the
entire amount or even Rs. 50 lakhs. ~Instead, they made
the following offer:

(a) A cash and pay order for Rs. 10 lakhs.

(b) Four post-dated cheques for Rs. 10 lakhs each, payable
upto March, 1967, against the collateral security of
of shares of a face value covering the amount.

(¢) For the balance, to be determined, an insurance guaraniee
with a promise that it would be converted into a bank
guarantee within 15 to 20 days. This bank guarantee
would be encashable in case they failed to adhere to the
stipulated schedule of delivery of completed road rollers.”

6.8. The Department's note further states:

“This offer was not accepted since it did not conform to what
was required of the firm. The firm were told that exami-
nation of the balance sheets of the {wo firms showed
. that M/s. UPCC had sufficient free resources to meet
t Government’s uwirements. The firm said that they
! would reconsider the matter and would n'ake further pro-
; posals within a few days. They pointed out that their
F capacity to fabricate and supply road rollers would be
I adversely affected if any overt action was taken against

them as their credit would be immediately affected.”
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“At a subsequent meeting with the firm held in the room of
Secretarfy, Ministry of Supply on 7-11-85 the firm offered
to pay forthwith a sum of Rs. 15 lakhs in cash and a
further sum of Rs. 5 lakhs by 20-11-66. To cover the
balance amount, they offered an insurance guarantee by
the end of November, 1966, which would be converted
into a bank guarantee within three or four Weeks there-
after. A letter dated 7-11-66 was sent to the firm stating
as follows:—

(a) Immediate cash pa‘yment of Rs.15 lakhs and anment
of a further sum of Rs. 5 lakhs by 20th November, 1966
would be accepted.

(b) The firm would have to furnish a bank guarantee by
30th November, 1966 for the balance amount. This
would have to be in form sgeciﬁed' by Government and
on a bank approved by them. The bank guarantee
would have to provide for refund of the entire balance
by 31st December, 1966, with interest.

(¢) Acceptance of these amounts would be without preju-
dice to any action which the Government might decide
to take against them under law.”

While the Committee appreciate the action of the Department
of Supply in refusing to tie Government's hands in regard to further
action against the party, they are unable to appreciate in what way
the, demand made by Govenment in their letter of 7th November,
1966 was an improvement on the firm’s earlier offers of 3rd and
5th November, 1966 in one of which they had offered a collatoral
security of shares of the face value of Rs. 40.24 lakhs to cover four
post-dated cheques of Rs. 10 lakhs each encashable from 3rd Decem-
ber, 1966 to 3rd March, 1967.

6.9. The note received from the Department of Supply further
states: “The firm paid Rs. 15 lakhs by two cheques on 9th Novem-
ber, 1966. They did not make any further payments nor did they
furnish the bank guarantee as required by them, despite issue of a
reminder dated 25-11-66. To this the firm sent a reply dated
1-12-66 in which they referred to an earlier letter dated 17-11-66.
In this letter the firm conceded that payments exceeding Rs. 2:25
crores had been received by them, but disputed the number of road
rollers said to have been supplied. They affirmed their willingness
to negotiate with the authorities regarding further supply of road
rollers and concluded that they could only continue to supply the
backlog of road rollers until the accounts ‘between the parties are
finally adjusted’.”

The Department of Supply have concluded that:

_ “Since a report had been made to the C.B.I. in the mean-
time, that is on 25-11-66 it was decided not to send a re-
ply 'to firm’s letter dated 1-12-66.”
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6.10. The Committee have been informed that following action
has been taken in the matter by the Department of Supply:—

“(i) The actions and omissions of the firm in regard to the

. supply of road rollers constitute a prima facie case of
fraud. A report dated 25-11-1966 was accordingly made

to the CBI. for investigation. The Central Bureau of
Investigation were also requested to bear in mind the

possibility of collusion by officials of the DGS & D with
the firm. The case is still under investigation.

(ii) On 19th January, 1967, the Reserve Bank of India was
requested not to allow remittances abroad by the firm

till such time as Government dues were fully recovered.

(iii) Arbitration proceedings against the firm in respect of the
outstanding road rollers for which they had drawn 90 per
cent advance payment were initiated in April, 1967. An
arbitrator has been appointed for this purpose.

(iv) All the contracts entered into with the firm and its
sister concerns are being re-examined to ascertain whether
any irregularity or fraud has been committed by the firm.”

The Department of Supply have further intimated that:

“A circular was issued on 6-1-67 by the Ministry of Supply
to all the Ministries of Government of India and Chief
Secretaries of State Governments and Union Territories
requesting them inter alia to intimate payments due to
the firm.

On 24-2-67, a circular was issued requesting the officers
concerned in the Government of India not to do any
business with this firm or any of its branches and its
territorial office, and the fact that such instructions had
been issued has been intimated to others concerned.”

6.11. Asked during evidence as to why the request made by the
firm on 5th November, 1966, offering an insurance guarantee which
was to be converted into bank guarantee later was rejected, the
Secretary, Deptt. of Supply, stated: “Every time the firm made
that proposal they wanted that no action should be taken against
them...... It was not a question of rejection straight-away. Rs. 15
lakhs would be accepted; Rs. 5 lakhs as deposit will also be accept-
able, but the firm must give us a bank guarantee within a reasonable
time. Immediately after that we could not withhold action any
further. The moment we reported the matter to the Central Bureau
of Investigation they did not deposit Rs. 5 lakhs, though we repeated-
ly reminded them; but they were not interested in that any more.”
He added: “Repeatedly they have stated that they are willing to
supply these road rollers to us over a period of say, a year or 8 or
9 months and that they are prepared to liquidate the outstandings.
Before they do so, they have asked for various things from our side
to be done which we do not find them possible to agree. For
example, they have said that whatever payments we have withheld
by way of our issuing circulars to State Governments asking them
to witf‘x'.hold the payments should be paid to them.”

B.12. Referring to the offer of the firm to complete supplies by

May, 1967, the representative of Government was asked whether “by
taking the decision to reject the Insurance Guarantee to be actually
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converted into Bank Guarantee on the basis cf completion of supplies
how have you improved the matters”, and whether the Minister
was consulted further in the matter. The Secretary, Deptt. of
Supply, stated that “At every stage when the firm came forward
with this proposal they said we should not take any steps in the
matter either to report the matter to Police or any other overt action
otherwise they will not be in a position to give road rollers. Now,
supposing we had not taken any steps then we would have been
blamed that here is a firm which have committed fraud and no
action has been taken. This matter was brought to the notice of
the Minister and he was told that we could not delay the matter
more in reporting the matter to Special Police Establishment”.

6.13. Referring to the rejection of the offer of the firm to com-
plete the supply of the road rollers provided no overt action was
taken against them, the Committee asked whether it would be
correct to say that “they had doubts about the capacity of the firm
to carry out its assurance once immunity was given.” The Secre-
tary, Deptt. of Supply replied “Yes, Sir, that is so.”

6.14. With regard to the stoppage of payments to this firm from
September, 1966, a question was asked: “Is it not a violation of the
surviving A/Ts and uncompleted A/Ts ?” The DGS&D stated: “In
our standard form of contract there is provision that we can make a
deduction from other A/Ts. in respect of the payments due to us.
They (the .contracts) are still alive.”

Position regarding supplies made by the firm since December, 1966

6.15. The Committee understand from the Ministry’s note that
“the firm have offered 37 road rollers for inspection since December,
1966. These road rollers have been inspected according to the revised
inspection procedure. Only 5 Nos. have been despatched. It
appeared that further despatches were not taking place because
completed road rollers as well as components in the firm’s possession
are subject to charges by various banks from whom the firm have
taken advances. It was intimated by the firm during a discussion
that these advances amounted to Rs. 90 lakhs, and the charge which
the banks have on each road roller was Rs. 30,000.00. It was decided
to take over 32 inspected road rollers in the firm’s possession, and
a letter was issued to them for this purpose on 15-4-1967".

6.16. The Committee asked during evidence if the remaining
32 road rollers had been taken possession of by Government. The
Secretary, Department of Supply, stated that they had taken over
in all 9 road rollers. 5 road rollers were taken over earlier and
another 4 were delivered by the firm after a great deal of effort.

6.17. Asked how the road rollers belonging to Government could
be hypothecated to a bank, the representative of the Ministry of
Law stated: “The contracts are F.O.R. type contracts, that is only
after the goods are placed on the rail it becomes the property of
the seller. Although the money has been advanced, the title to
the goods still remains with the sellers”. The witness added that
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in this case “hypothecation does not create a valid charge under the
Companies Act because it is a company, the Charges should have
been registered with the Registrar of Companies. We found it has
not been registered. There is no valid charge and no pledge.”

6.18. The representative of the Central Bureau of Investigation
was asked whether he had been informed about the hypothecation
of road rollers. He replied in the negative. The Secretary, Depart-
ment of Supplfy stated : “I find that I have recorded a note myself
on 3rd May after Mr...............cooiiiiiiiannns, had seen me
when I have said that these road rollers had been hypothecated by
the bank from which UPCC had received advance at the rate of
Rs. 30,000 per road roller”. He added that thereafter enquiries
were made as 1o whether the hypothecation had been registered
with the Registrar of Companies and it was found that it had not
been done. He stated that they were now making a reference to
the banks to find out the exact position. He further stated that the
matter would also be brought to the notice of Central Bureau of
Investigation.

6.19. The Department of Supply have informed the Committee
in a written note dated 4th July, 1967 that :

“The Ministry of Finance, Department of Economic Affairs
have after consulting the Ministry of Law, informed this
Department that the Reserve Bank of India can obtain
information and documents from the banks only for the
purposes of the Banking Regulations Act, 1949. This
pre-supposes that the Reserve Bank itself wants the
documents and information for its own use under the
Banking Regulations Act, 1849. Therefore, they have
expressed their inability to verify the contention of the
firm that 32 Road Rollers lying with them have been
hypothecated with the Banks”.

6.20. Asked why the C.B.I. had not taken possession of the road
rollers, the Secretary, Department of Suppg?r. stated that the case was
reported to the C.B.I. on the 25th November, 1868, and the

. desirability of taking possession of the road rollers was pointed out
to them. It was for them to decide about taking possession of the
property having regard to the details of the case. The C.B.I. had
submitted an interim report containing merely a factual statement,
and they had been asked to expedite the investigation,

6.21. The representative of the C.B.I. stated that the case was
registered in December, 1966, and immediately thereafter the
records of the firm were taken into possession. Asked if the assets
of the firm had been seized, the witness stated that “after establish-
ing a prima facie case we would be able to seize the property. We
have seized the records”. Asked if any arrests had been made, the
witness stated that 3 persons were arrested and had been hailed out.

6.22. Asked about the time expected to be taken in completing
the investigation, the representative of the C.B.I. stated that “the
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first set of charge sheet we hope to place before the court in three
months. Investigation will continue. There are various aspects. It
will take quite a little time.”

Offers by the Firm

6.23. (i) The Secretary, Department of Supply, informed the
Committee during evidence that “The latest proposal was that they
would be prepared to give 20 road rollers per month provided we
give them release orders for 10 or 12 road rollers for sale to other
parties -for which full payment would be made to them by those
parties. This has to be examined carefully. We do not know also
whether this firm will actually supply the rollers as promised because
in the past they had not fulfilled their promises. We have got to be
cautious in dealing with them. This specific proposal is under our
examination and the tentative idea is whether the firm would he in a
position to furnish a revolving bank guarantee for each month. We
have got to consult the Ministry of Law.”

(ii) The Committee understand from a note dated 15th June, 1967
furnished by the Ministry that “In March, 1967, M/s. UPCC (P) Ltd.
made an offer that they would be prepared to accept two Directors
nominated by the Government on the Board of Directors of M/s.
UPCC (P) Ltd. to look after the Government interests till the pending
supplies of the road rollers were completed. Before a final view
could be taken on this proposal, it was felt necessary to obtain a clear
and precise.financial position of M/s. UPCC (P) Ltd. and M/s. Agrind
Fabrications Ltd. The Department of Company Affairs have,
accordingly, undertaken an investigation into the financial position
of the two Companies under Section 209 of the Companies Act. A
preliminary investigation report has been received. This is, how-
ever, not complete as the books and documents seized by the C.B.L.
were not available to the Investigating Officer. The CBI have, how-
ever, since made available all the books and documents etc. seized
by them to the Department of Company Affairs for completing the
investigation. As desired by the Department of Company Affairs, the
CBI have also been requested to seize the books of accounts and other
relevant documents of the partnership firm of M/s. UPCC and to
make them available to the Department of Company Affairs. A*
final decision on the offer of the firm regarding the appointment of
the two Government nominated Directors on the Board cf Manage-
ment will be taken on receipt of the investigation report from the

Department of Company Affairs on the present financial position
of the two firms in question.”. *

6.24. The Secretary, Department of Supply, also stated during
evidence that “a senior officer went to Calcutta and, after consulting
the records the report he gave was not satisfactory because a num-
ber of records were seized by the CBI. Later a meeting was held in
my room when a representative of the CBI was present and he
agreed a proper liaison will be maintained between CBI and Depart-
ment of Company Affairs.”

6.25. The Committee have been informed by the Department of
Supply that “the Department of Company Affairs, who have investi-
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gated into the assets of M/s. UPCC (P) Ltd., have reported that the
latest balance sheet of the company is only as on 31st December,
1965, and that thereafter the accounts of the Company have not been
compiled.”

6.26. The Committee hope that the Government will ensure that
a prompt and thorough investigation is made by the Department of
Company Affairs, the Central Bureau of Investigation and the
Department of Supply, in close co-ordination with one another, to
ascertain the assets of the firm in question and to suggest
concerted measures to safeguard the Government’s financial interests.
Government should also consider urgently the question of taking
possession of the assets of the firm to ensure that these are not in any
way dissipated. The Committee would in particular like the Govern-
ment to go into the question of accounts of the firm after Dccember
1965. The Committee need hardly suggest that money, if any, passed
to UPCC and to other associated firms should be particularly
checked, to make sure that assets of UPCC (P) Ltd.,, which owe
Government Rs. 1.92 crores, are not in any way dissipated.

Position regarding Arbitration

6.27. Demand notices as a preliminary to arbitration were issued
to the firm on 13th January, 1967, in consultation with the Ministry

of Law. Arbitration proceedings have already been instituted in
terms of the provision made in the contract for recovering all the
overpayments drawn by the firm. An arbitrator was appointed by
the Director General of Supplies and Disposals on 15th April, 1967.

6.28. The Committee asked during evidence, “Why, when the
Company is not disputing the amount of money, that is due to the
Government and in spite of their default, should there be arbitra-
tion?” The Secretary, Department of Supply stated that “According
to the terms of the contract since arbitration is provided for, it is
absolutely necessary to refer the matter to arbitration.” Asked if
there was any dispute in this case, the witness replied, “There is a
dispute in the sense that we have asked the firm to refund the money
which they have drawn from the Government as advance payment.
Now they have refused to refund the amount.”

6.29. The Committee were informed by the representative of the
Ministry of Law that “the latest position according to Punjab High
Court’s decision is that a particular arbitrator is also to be speci-
fically agreed to by the other party. For that purpose a notice had
gone and as soon as we get their acceptance the arbitration pro-
ceedings will get started.”

6.30. Asked about the steps proposed to be taken to recover the
money from the firm, the Secretary, Department of Supply stated,
“Without going through arbitration proceedings, we cannot do any-
thing except perhaps getting an interim attachment order, for that
we have to prove that the firm is trying to dissipate the assets.”
Asked if it was not possible to move the Courts of Law for obtaining
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an attachment order before going in for arbitration, the representa-
tive of the Ministry of Law stated that “unless we start arbitration
it is not possible t> move the Court for attachment Lefore judge-
ment.” The Secretary, Department of Supply staied that this aspect
of getting an interim attachment order was gning to be considered.

6.31. The Committee have been informed in the Ministry’s note
dated 21st July, 1867, regarding present position of the arbitration in
this case, that “............ claims statements have been filed in 25
cases. These have been posted to the firm and the firm have been
asked to file counter-statements by 17th July, 1967, 27th July, 1987
and 3rd August, 1867. M/s. UPCC (P) ULtd. have not so far
responded.”

6.32. The Committee need hardly stress that expeditious action
should Le taken to set the arbitration proceedings going. They would
also like Government expeditiously to examine the question of
obtaining an attachment order against the firm and taking further
action to safeguard thc financlal interests of the Government.

ﬁscﬁplimm Proceedings against Officers responsible for wvarious
pses.

6.33. The Ministry have stated in their note that the disciplinary
aspect in respect of actions and omissions for which staff of DGS&D
are responsible is being examined and suitable action will be taken
wherever necessary. The CBI were also requested to bear in mind
the possibility of collusion by officials of the DGS&D with the firm.

6.34. During evidence the Director General, Supplies and Dis-
posals, informed the Committee, “Specifically we have requested CBI
to take account of the possibility of collusion by the various members
of the staff of the DGS&D either on the purchase side or on the
inspection side. We have also initiated an administrative enquiry
into the various loopholes that have to be plugged and the extent to
which we can plug these loopholes. Disciplinary proceedings are
going on. Administrative enquiry is virtually over.”

Missing files.

6.35. The Committee asked whether any files on the subject were
missing. The DGS&D stated that “We have not been able to find
nine files........ So far as we know, they disappeared while they
were in the Vehicles Directorate of the DGS&D”. He added that
they came to know about this fact in December, 1966, and they were
making efforts to locate them.

6.36. Asked if all other files had been put in safe custody, the
Secretary, Department of Supply replied, “that has been done.” He
stated that, “nine files related to the earlier period. They were very
old files. But certainly we are looking into it whether it is possible
to take any possible action against the officers concerned. Fof the
time being we were trying to determine how these flles disappeared
so that we can fix responsibility, they call for the explanation of the
officer concerned and if necessary, take action against him." He
added, “There are a very large number of files involved—above 50 or
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so, out of which nine files are missing which I presume were not very
important because they were very old cases.” He also informed the
Committee that it was very difficult to say as to when these flles dis-
appeared.

6.37. The Committee desire that the loss of files from the office of
the DGS&D may be investigated and suitable action taken against
the persons at fault.

6.38. The Committee note that the Central Burcau of Investiga-
tion have already been asked to investigate the possibility of collusion
between the firm and the members of the staff of DGS&D either on
the purchase side or on the inspection side. The Central Bureau of
Investigation may also be informed of the loss of these files in case
the efforts to trace them in the office of the DGS&D fail.

6.39. Since any delay in finalisation of the investigation might
make it difficult to pinpoint responsibility in this case, the Commniittee
desire that the Central Bureau of Investlgahon should finalise their
investigation expeditiously.



CHAPTER VII

PERFORMANCE OF THE FIRM REGARDING ORDERS
PLACED'OR OTHER STORES

The Department of Supply furnished a statement {(Appendix
IX) showing the position regarding the orders placed on the firm
for the supply of stores other than road-rollers. The data in column
4 of the statement indicates the extent of delay in supply against
stores other than road-rollers, for which the contracts were placed
with the firm. These delays ranged over 2 years in certain cases.

No liquidated damages have been levied except in one case where
liquidated damages of Rs. 1,000 were levied against the firm (cf Sl.
No. 1 of the statement). In a number of cases, the question of regu-
larisation of liquidated damages is still to be considered.

7.2. The Department have further stated that “the performance of
the firm in respect of supply of other stores has also not been satis-
factory as they had, in certain cases, drawn advances without des-
patch of stores. All these contracts, therefore, require to be
thoroughly investigated with a view to assess the total amount of dues
recoverable from the firm on account of non-supply, belated supply

and defective supply, and to see whether the firm could not be prose-
cuted for ériminal breach of trust.”

7.3. In a note submitted to the Committee subsequently, the
Department of Supply have stated that, “Government have looked
into the performance of M/s. UPCC in respect of other cases and it
has been noticed that generally there have been delays in supplies in
almost all the orders placed with them.”

7.4. “In one-case, orders were placed for supply of four Dizers
with four sets of tyres. The Dozers were to be imported from the
USA and the tyres were to be of indigenous origin. The terms of
delivery were F.O.R. Calcutta and payment terms were 80 per cent
on proof of despatch and 20 per cent on receipt of stores in good
condition by the consignee. Firm claimed 80 per cent payment on
the basis of full quantity having been supplied. Consignee has
reported that he received the four Dozers but only one set of tyres
instead of four. The firm have thus drawn payment for three sets
of tyres without actually supplying the tyres. The price of these
three sets of tyres as per contract, works out of Rs. 48,902 @ Rs.

16,300.68 each. For the stores actually supplied, the firm have still
to receive balance 20 per cent payment which amounts to Rs. 44,897.34.
As against this, the firm have drawn payment of Rs. 39,121.60 being
80 per cent of the cost of three sets of tyres. The excess payment is
being recovered from the 20 per cent payment which is still due to

the firm. Prima facie, a fraud has been committed and the case
is being referred to the CBI for investigation.”
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7.5. “In respect of another order for the supply of 25 Nos. Soil
Stabilisers, the firm claimed 80 per cent payment for 23 Nos. on proof
of despatch quoting certain R/R Nos. On investigation it has been
confirmed by consignees that they have received 19 units less 4 com-
pactors—each unit is made up of two parts, one stabiliser and the
other compactor. Investigations have also revealed that 8 units are
still lying at the port of Calcutta. Thus the firm have fraudulently
obtained payment in respect of four units as also four compactors
against the 19 units received by the various consignees.”

7.6. “8 Nos. are still lying at the port of Calcutta since three yvears
and a lot of demurrage has accrued apart from pilferage and
deterioration in their condition. The question of getting the balance
units cleared from the port and arranging for their despatch to the
consignees is under correspondence with the firm.".

7.7. In a note dated 13th July, 1967, the Department of Supply
has stated that, “other contracts with M/s. UPCC (P) Ltd. and their
subsidiary/associated firms have been scrutinised and no other case
of fraud has come to light so far.”

7.8. The Committee are perturbed to note that there have been
delays in almost all the orders placed on the firm for supply of
stores other than road-rollers. They desire that the question of
levying liquidated damages against the firm should be carefully
examined by the DGS&D.

7.9. What is more serious is that, the review of two cases
regarding the supply of Dozers and Soil Stabilisers have revealed
that the firm had fraudulently drawn 80 per cent advance payment
on proof of despatch without despatching the complete stores.

7.10. It appears to the Committee that the firm has a persistent
tendency to claim payment from Government fraudulently without
delivering the goods. The Committee consider that Government
should examine thoroughly, without delay, the performance of the
firm and its associated companies regarding the supply of
stores. The Committee need hardly stress that, where malpractices
have been indulged in by the firm or its associated companies,
stringent action should be taken against them to safeguard the public
interest. The firm and associated companies should also he procceded
against, under the law, if fraudulent practiccs are established on
investigation by the Central Bureau of Investigation.



CHAPTER~VIII

CONCLUSIONS

A perusal of the preceding chapters tells the story of a veritable
chain or series of lapses on the part of various governmental
authorities. It would be stretching credulity too fur to believe that
each individual lapse can be explained by its special circumstances
and that the fact they all took place in regard 1o the same deal can
be considered coincidental. It is this pattern that persists through-
out the case that was a matter of concern to the Committece and
should be a matter of concern to Government.

8:2. In order to set the matter in proper perspective, it may be

worth while listing briefly the serious lapses that have been taken
note of in the earlier chapters:

Beptt—of-Supply/ DGSED

(1) The placing of orders for 1,229 road rollers at a cost of
i¢s, 6°01 crores on an unregistered firm from 1959 to September, 1966,
without any attempt at verification of its financial standing and
production capacity and without insisting on a deposit- by way of
security.

(2) The granting in July, .1963, of a relaxation in the standard
terms of payment which enabled the firm, to draw 9 per cent of

the cost of a road roller on inspection without any proof of despatch:

(a) in spite of the receipt of no less than 23 complaints against
the unsatisfactory performance of the firm;

(b) in spite of the turning down of six similar requests made
earlier by the firm; and

(c) without consulting the Chief Pay and Accounts Officer.

(3) Failure to connect six earlier requests of Le firm dating
back to March 1960 while examining their seventh request. Another
disquieting fcalure is that the.offer of 4% discount made by the
firm in the fifth request, which would have reduced the price of a
road-roller by about Rs. 1,900 was not taken up with tke firm while
examining the seventh request. This gave the firm an unintended
concession of about Rs. 20 lakhs on 1053 road rollers, for which
relaxed terms were made applicable from July 1963.

(4) The failure to scrutinise the proposal regarding relaxation in
terms of payment in all its aspects, the failure to make provision for
an indemnity bond or effective security from the firm, and the inser-

tion in the contract instead of a clause which did not adequately safe-
guard the financial interests of the Government,
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(5) The failure to include even this clause in A/Ts issued after
December, 1963.

(6) The failure to carry out a review of the relaxation in the
terms of payment at the end of a period of six months as was con-
templated in June, 1963, despite:

(a) the delay in the despatch of road rollers after drawal of
90 per cent advance payment by the firm having been
brought to the notice of the DGS&D in November, 1963, by
the Pay and Accounts Officer, Calcutta; and

(b) the ‘complaint received in January, 1964, from the
Director-General, Border Roads, about inordinate delay in
the despatch of road rollers after drawal of 90 per cent
advance by tke firm.

(7) The failure to verify whether the relaxed terms actually
resulted in increased production as they were meant to.

(8) The failure to mark the A/Ts. placed on the Arm
to the Progress Wing, resulting in failure to detect inordinate delay
by the firm in the despatch of road rollers.

(9) The faillure to investigale effectively and to report on com-
plaints specifically marked to the Progress Wing, Calcutta,

(10) The failure to exercise effective inspection so as to ensure that
inspection marks on road rollers were not erased or tampered with
and that the same rollers were not produced more than once for
inspection.

(11) The failure to take timely action either to revert to the
standard terms of payment or to institute a com»rehensive inquiry

despite:

(a) several complaints received about gros. delay of two
years and more in the supply of road rollers by the firm;

(b) complaints by the Pay and Accounts Officer of the De-
partment of Supply hinting at the questionable designs of
the firm; and ce

(c) evidence that was ava lable that it was not the non-
availability of railway wagons that was the cause of the
delay in the despatch of road rollers.

(12) The failore to take t:mely action to adjust the price of 67

road rollers, for wkich orders were cancelled after payment of 90
as advance against other payments due to the firm.

(13) The fallure of Government to use its pivotal pesition to
recover the advances made to tke firm by refusing to issue release
orders in favour of quasi-governmental indentors until the advances

were returned.
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(14) The failure to raise the question of the unsatisfactory per-
formance of the firm and of the road rollers supplied by it even in
October, 1965, when the Negotiating Committee considered the
question of enhancement of the price of road rollers.

8.3. The cumulative result of these series of lapses by various
governmental authorities has been that the firm drew 90%
advance payment on proof of inspection and delayed the des-
patch of road rollers. At the end of December, 1966, the firm had
yet to deliver 419 road rollers against which they had drawn
advance payment amounting to about Rs. 1.92* crores. The amount
of interest on this advance up to 31-12-1966 works out to as much so
about Rs. 29 lakhs.

84. The Committee would be failing in their duty if they did not
draw attention to the gravity of these lapses which in their cumu-
lative effect indicate either collusion or gross negligence of a
culpable kind on the part of certain officers.. The Committee
expect that these lapses will be investigated and severe disciplinary
action taken against all who are found guilty of failure to safeguard
the financial interests of the country.

8.5. On the basis of the material before them, the Committee
find it difficult to take a complacent view of the behaviour
of Messrs UP.C.C. Private Ltd. Having approached Govern--
ment and secured a relaxation in the terms of payment very
much to their advantage on the plea that this would enable them
to increase production, they did not utilise the advances for, the
purposes intended and indulged in even greater delays in delivery
than before the concessions were made. They failed to deliver 419
road rollers against which they had drawn 90 per cent advance
payment. The delay in despatch greatly increased after July 1963
when the terms of payment were relaxed, such delay being 12 to
25 months in 80 cases; 6 to 11 months in 232 cases; 3 to 5 months in
148 cases and 1_to 2 months in 94 cases. This was during a period

when other suppliers of road rollers did not generally take more
than a month to despatch road rollers after inspection.

8.6. The firm went further and obtained payments on the basis
of false Railway Receipts . In onother case the road rollers were
actually delivered by road after two years of the declared date of
despatch by rail in the advance payment bill. In one case they
sent only accessories instead of road rollers 2s mentioned in the
Railway Receipt. There are 19 reported cases where 4 cylinder
engines in the road-rollers were replaced by 3 cylinder engines affer
inspection. Between July 1963 and September 1966, the firm drew
90 per cent advance payments to the tune of about Rs. 1.92 crores
against 419 road-rollers which they did not deliver.

8.7. The Committee cannot but take a very serious view of the
manner in which the firm persisted in dubious activities over a
period of more than three years.

* According to the Ministry’s note dated 21st July, 1967, the latest position  is that
ﬁoa road rollers are outstanding from the firm for which an advance payment of
&, 1.8¢ crores fapproximatcly) has been made.
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8.8. The Committee note that some departmental instructions
fhave been issued not to do any business with this firm or its asso-
ciate irms and the fact that such instructions have been issued has

also been intimated to others concerned. This, however, can hardly
be considered adequate, In the Committee’s view, the most expedi-
tious action needs to be taken in consultation with the Ministry
.of Law, Department of Company Affairs the Reserve Bank of India
and the Central Bureau of Investigation to ensure that the firm do
not dissipate their assets or pass funds on to their associate companies
and in particular to UPCC, the partnership firm. The Committee
. expects Government expeditiously to complete the current invest-
tigations and to take strict action against the firm so that it may act
-as a deterrent,

8.9. The Committee also suggest that Government should expe-
ditiously examine the performance of the firm and its associate
-companies regarding the supply of stores other than road-rollers so
as to ascertain if any malpractices have been indulged in and to
‘Sake suitable action to safeguard the public interest.

8.10. This said case has revealed a large number of short-comings
‘in the organisation of the Directorate General of Supplies and Dis-
posals particularly in regard to processing and p of A/Ts,
-dealing with the complaints of consignees, the procedure of inspec-
tion and the progress of movement of stores and supplies. In the
‘Committee’s view, the procedure relating to these aspects in the
rorganisation of the D.G.S. and D. needs to be critically reviewed
-without delay.

8.11. The Committee would like Government to exercise greater
‘vigilance in regard to all existing contracts where progress pay-
‘ments or payments in relaxation of standrad terms have been autho-
1rised.

8.12. The Committee, while dealing with this case, have been
‘conscious of a feeling of oppression caused by the numerous points
:at which the absence of adequate supervision has made itself felt
:and the handling of the tax-payers’ money has been characterised
by a kind of casualness and light-heartedness, that was not to be
-expected from those entrusted with the handling of public funds
-and the safeguarding of the public interest. In the resuit, the fullest
‘advantage was taken of this lapse on the part of certain officers of
(Government by the firm in question.

New DeLng,
~July 31, 1967. M. R. MASANI,
“‘Sravana 9, 1889 (S). Chairman,

Public Accounts_ Committee.

‘X551 (Aii) LS—8 ' |
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received from various sndenting
Tenders of Road Rollers concerning

APPENDIX I

Chronological History of Comglainis regarding Delay in supply and defects in supply
] ; ofﬁccrxllgorgi nees against different acc
ing M .

ance of
.C.C. Calcasta prior to July,

1963.

Date

Complaints

15-12-58 SE7/5021-F/[11/2335

dt. 24-4-58
2-5-59 SPIA/6543-F/11/2269
dt. 13-12-57.

15-12-60 ES7/5866-K/11/2711
dt. 19-3-60.

23-12-60 SE715866-KIIIlz7u
dt. 19-3-60.

31-12-60 SE7/5866-K/1I/2711
dt. 19-3-60.

21-3-61 SVI/SE7/13134-L/11/
2846 dt 22-9-60.

21-3-61 SE7/2499-L/11/2845 dt.
22-9-60.

2-6-61 SE 7/5002-K/1I/2709
dated 19-3-60.

On 15-12-58, the Asstt. Electrical Engineer,
Independent Aviation and Electrical Sub-
Division, New Delhi pointed out a number
of defects in the road roller and No. of ac-
cessorics short supplied.

On 2-5-59, Asstt. Inspecting Officer, Coim-
batore, pointed out to the firm with copy to
this office certain defects in the road mﬁeu

supplied to  Asstt. Engineer, P.W.D.
Mahe.
On_ 15-12-60, the Executive Engineer,

(Mechanical) Chambal Hvdel Scheme M.P.

wrote to the pointing out a number of
defects in the Road Rollers.,

On 23-12-60, the stores afficer Chambal,
Hydel Scheme, M.P. sent a telegram
stating that the hind rollers of Road Rollers
were badly damaged and there were con-
struction defects.

On 31-12-60, the Chief Engineer, Hydel
Scheme M. P. wrote to the DGS&D
that out of 3 Road Rollers against the A/T
2 Nos. had gone out of order after working
hardly for about 10 to 15 hours due to
constructional defects in the hand axle and
rollers. He is r:ﬁ;uested for the cancellation
of 3rd Road Roller and stated that in its
place any other roller of standard make might
be accepted.

On 21-361, the Superintending Engineer
P.W.D. B&R Kota Circle sent a savingram
to DGS&D stating that the delivery date
already expired but road rollers not
received and works were suffering.

Deo.
On 2-6-61, the Executive Engineer

bhuvan, Rajpath Divn, Kathmandu,
plained that Agrind Moore Road

Tri-
com-
Rollers
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9 4-8-61 SE7/5002-K/IIlf2709
dated 19-3-60.

10 23-10-61 SE7/4567-L/11/3057
-dt. 22-8-61.

11 4-12-61 SVI/SE7/22072-L/11/
3007 dt. 21-7-61.

12 16-1-62 SE7/5002/K/[11[2709
dt. 19-3-60.

13 4-3-62 SE7/5462-L/11/UPCC/
3073 dt. 31-8-61.

14 26-3-62 SV1/SE -L/1
2846 dt. zz-g—g.l 3134-L/y

were giving a lot of trouble and two of
them w:rﬁyiug out of order and the other
two were offand on due tomecha ni-
cal failures. He added that the rolles of
road rollers were made of cast iron which
was unsuitable for consolidation work. One
of the rolls of one road roller had so badly
cracked that it had affected the brake

drum.

On 4-8-61, Shri Keswani, Member (Roads)
Indian aid Mission, Nepal wrote demi-
officially to DS (Engg). complaining that
theroad rollers developed defectsimmediately
on their arrival and that even though the
defective road rollers had been examined in
May, 1961 by the representative of the firm
no result had been achieved and added
that the work of the division which had to
be completed by certain date fixed by the
Government of India was being hampered.

On 23-10-61, the Central Road Research
Institure wrote to DGS&D to say that the
delivery date had since been over but
neither the supply nor any intimation for
the supply had been received from the
suppliers and work was suffering a lot.

On 4-61-61, the Divisional Superintendent
(Works) Olavakkot reported that the firm
failed to sugply the road rollers inspite
of a telegram from his end. The non-supply
of stores by the stipulated date had caused
much inconvenience jand loss to the Rly.
Administration and to tide over this, arrange-
ments had to be made to obtain on¢ road
roller on rent from local sources,

On 16-1-62, the Director Indian Aild Mis-
sion, Nepal wrote demi-officially to DGS&D
saying that within six months of the arrival
of the road rollers they started going out
of order and spares had to be purchased
fr?im time to time to give them in working
order.

On 4-3-62 the Municipal Commissioner
Visakhapatnam requested to instruct the
tenderer for the supply of the road roller
at an early date as the time extended upto
15-2-62 had lapsed and the work withheld
for want of road roller,

On 26-3-62 the Executive Engincer Mandi
Division Kota sent copy of his telegram
to DGS&D in w he stated that the
work wheel of roller Engine: had given
way, mdngyrudcfectiveandheuhglthe
firm to get it replaced immediately as
progress of works was being held up,
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-3-62 SE :499-].. 11 On 27-3-63, the Executive 'E naer PWD
3743; .H iat4s B&ﬁa:)i . Kota wrote to S
that the rear wheel of one roller hsd cr
and that the firm was informed aphi-
cally on 26-2-62 but no action had been
taken by them for replacement of wheel.

-4-62 SE7/5002-K/I1I/2709  On 24-4-62 the Director Indian Aid Mis-
ua‘;, 19-3.2?.00 i sion Nepal wrote DGS&D Demi-officially
to issue instructions so that not only the
firm was made to remove the defects im-
mediately but also to make the firm re-
imburse i rofo to the amount that had been
tlgentont]nunpdnlndonmnparnm
added that a small saving achieved by
purchase of these rollers had been off sct by
the repairs that were necessitated right from
their supply date.

11-5-62 SE7/5754-K/I1/2710 On 11-§-62, the Asstt, Secretary, Public
dt. 19-3-60. Works Department, M. P. furnished a
copy of his earlier letter dt. Aug. 1961
wherein it was stated that only two road
rollers had been supplied by M/S. UPCC
within a period of more than one year and
it was requested that the remaining 12
road rollers might be cancelled if there was
no financial implication involved and orders
for the same numbers placed on some other
reliable firms,

8-6-62 SE7/13134L/11/2846 dt. On B8-6-62, the Executive Engineer, Mandi
22-9-60. Divn. Kota in his post copy_of his telegram
to the firm wrote to the DGS&D. that in
spite of issuing @ number of telegram and
letters no action to put the roller in Wol'hl}‘
order after replacing their demaged wheels

had so far been taken by the firm.

21-7-62 SE7/22072-L/1Ij3007, On 21-7-62 the General Manager, Southern
dt. 12-7-61. . Railway, perambur reported that in spite
of three extension granted upto 30-6-62
the firm had not yet supplied the road
rollers though they were supposed to  supply
the same by 31-7-61 and 1t was not known
when the firm would in a position to execute
the order.

17-8-62. SE7/3462-/L/11/UPCC/ On 17-8-62 the Indenting Officer wrote to
3073 dt. 31-8-6I. GS&D saying that although they had
mfcrmed that according to the road
roller had been supplied, no road roller had
been received by him. The Director of Ins-
pection had informed the I/O in July, 1962
that the firm had failed to offer even one
road roller for inspection and test,

10-9-62. SE7/5462-L/IIJUPCC/ On 10-9-62 , the Indenting Officer wrote
3073 dt, 31-8-61, e:m-oﬁclally that two years had paseese
but the firm had not cared to supply the
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road rollers inspite of reminders thought
they obtained payment (Rs. 47,3331-) two-.
years ago. He added if ther rollers-
could not be supplied the smount might.
be refunded to the Municpality immed iate- -

ly.
14-9-62 SE7/15089-M/11/UPCC (30::!r 14-9-62 the Controller of Stores N.E, .
3064 dt. 29-8-61. Rlly. Gorakhur stated that the extended.
delivery period 30-6-62 had salso expired.
’l::; the prospect of supply was still un--

wn.

15-1-63. SE7/15089-MI1I/UPCC/ On 14-1-62, the Chief ineer N.E..
3064 dt. 29-8-61. Rly. Gorakhpur reported t the rosd
roﬁeu had not been despatched and that

the firm might be asked to despatch the-
same as his works were suffering for want:
of the same.

15-5-64 SB7/13134-L/11/2B46 dt. On 15-5-64 the P&A.O. Calcutta forwarded
dt. 22-9-60. to f)éé‘gD a copy of the Superintending.
Engineer, Kota's letter dated 8-4-64 where-
in 1t wag stated that the rear wheel replaced
Ez the firm in Nov. 1963 had also cracked

er consolidation of 1} mile length.

22-5-64 SE7/15089-MII/UPCC/ On 22-5-64, the Chief Engineer, N.E-.
3004 dt. 29-8-61, Rly. Gorakhpur reported that the matter -
was tgken up with theﬁrmrcgmlmﬁ early
despatch of raod rollers but no reply had
heen received even though the D/P was-
31-1-64 He further mentioned that the road:
rollers were hired from the local civil am--
thorities to complete the work.




APPENDIX II
Cory or Lrrrer No. 1726 DaTep 6rH ApPriL, 1963.
From:—

United Provinces Commercial Corporation Private Ltd.,, Hanuman
Road, P.B. No. 633, New Delhi.

To:—

The Director General of Supplies & Disposals,
Parliament Street,
New Delhi.

Increase in production of Road Rollers,
D/Sir, H

We are pleased to advise you the progress with regard to the deli-
very against the Road Roller orders placed by you and pending with
us.

March Supply

In the last month, we had received release order with all amend-
ments for 20 units—I18 against the D.G.S. & D. orders and 2 were
private party allocations. All the 18 units relating to the D.G.S. & D.
A /Tenders have been offered for inspection and stores accepted. Most
of the consignments have been despatched and some are still awaiting
despatch pending allotment of wagons.

Release order for 6 more have been issued—5 for the private par-
ties and one against D.G.S. & D. A/Tender. Stores against the D.G.
S. & D. A/T have been offered for inspection and duly accepted.
Most of the private orders have been delivered. One order each for
Heavy Electrical Bhopal and ONGC are awaiting amendment for
Perkins as against Fordson engines. As soon as the amendments are:
received, these will be despatched,

April Supply

We have received release order for 30 Nos. for supplies against
ILD.A. requirments. These A/Tenders are with Fordson engines and
we are still awaiting amendment for these to be with Perkins to en-
able us to offer these stores for inspection,
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May Supply

We have in hand an order for 32 Road Rollers for Border Roads
and these are required with Fordson engines. We have a consign-
ment of Fordson engines, which is expected to reach here in the first
week of May and we will be able to complete the supplies of these
32 units with Fordson engines by the 15th of June, 1963,

With regard to supplies from June onward, we are awaiting your
release orders along with A/Tenders.

Whilst on the subject of the increased production, we would like
to advise you that during the later part of November and December,
we were to effect supplies for 52 units—22 to Bihar and 30 to West
Bengal and these supplies were completed in view of the fact that
the consignees were taking delivery at Calcutta after initial inspec-
tion and were making immediate payment to us. If, however, it will
be possible that you could effect payment as soon as stores are ten-
dered for inspection and have been duly accepted it would be possi-
ble for us to give you 30 Road Rollers and even more per month,

As mentioned to you time and again, when we are not able to
get wagons and goods were held up in our godown, it is not possible
to continue production till the goods, specifically made against your
orders are despatched and payment received. This is the bottle-neck
and we wonder if you could resolve this matter in the interest of
increasing the production as it has been done in the case of Vzhicle
Manufacturers where the payment is made against Inspection Notes.

We also enclose herewith a copy of our letter dated 18-2-63. As
it would be fouhd that nearly 1,80,000/- is outstanding since « long
time being 10 per cent for certain supplies, which have been effecied
and the Road Rollers working since 1961. We appreciate that the
D.G.S. & D. have certain formalities to complete to get clarifications
from the consignees for waivement of L.D, etc. but besides the amount
which is already blocked further amounts are adding up every month
as and when supplies are completed. If these funds were released or
atleast progressive payment made, the funds could be made available
for further production.

Thanking you,

Yours faithfully,

for United Provinces Commercial
Corp. Private Limited,

Sd/- S. R. BHALLA,
Branch Manager.



DGS. & D. ROAD ROLLER ACCOUNT |
Outstanding

(1) UP.C.C. Rs. 1,05,693.75
(2) UP.C.C. P. Ltd. Rs. 80,770/34.

MARCH—Ist release for 5+15=20 Units
Simla 3—Delivered 4
Bhutan 1—Delivered
Nifa Rangapur 3—Delivered -
Ranchi 3—Delivered
Ghatsila 2—Delivered
Fatehgarh 1—Inspected,
Ovalkot 1—Inspected.
Mansi 1—Inspected.
Pandu 2—Inspected.
MZF 1—Inspected. |
Total 18 -
Kurseong—COS (NF Rly)—1
Agartala, Tripura—1
1Ind release for 6 Units,
Varanasi 1—Delivered.
Pandu 1—Inspected.
Bhopal 1—Amendment for Perkins not received.

Orissa 2 Delivered
ONGC 1—Amendment for Perkins -ot received.

APRIL—ITIrd release order for 30 Nos.—LD.A,
Amendment for Perkins Engine still awaited.
Supplies could be completed within 30 days.

IV Release Order for 1+4=5 Nos.

MAY—V Release Order for 32 Nos. Border Road with Fordson Engine
Supplies will be completed as Fordson Engine Expected in May.

JUNE—Release Orders awaited.
n



APPENDIX II—A

(See para 3.73)
File No. SV-1/80054-P/II/UPCC/328 P.53/C.

Copy of a letter No, 57561/200/Road Rollers/ES/BRD dated 17th
January, 1964 from Director General Border Roads, Kashmir House,
DHQ P.O. New Delhi-11 addressed to Shri A. D. RAO, Director of
Supplies (Veh.) DGS&D New Delhi.

Sub: —Supply of Road Rollers: DGS&D A /T Nos.

(i) SV-1/90054-P/I1/UPCC/329 dated 12th September, 1963—
for 9 Nos. Road Rollers.

(ii) SV-1/90053-P/I1/UPCC/352 dated 27th September, 1963—
for 60 Nos. Road Rollers,

As per A/T (i) above, all the 9 Road rollers were to be despatched
by 31st October 1963. Even though the inspection of these machines
was completed on 4th October, 1963 no action appears to have been
taken by the firm to arrange the despatches. After a considerable
chasing by this Directorate and by our Liaison Officer at Calcutts,
request for arranging wagons through MILRAIL was received
through our L.0O. only on 16th November, 1963. Though allotment
of wagons was made by MILRAIL on 22nd November, 1988, it is seen

that the machines were despatched only in 2nd and 3rd week of
December, 1963.

2. As regards 60 machines covered by the A/T at (ii) above, the
A/T provides deliveries at 20 Nos. during each November 1963,
December 1963 and January 1964. It is seen that-28 machines were
inspected during October 1963, 29 machines during November 1963
and 3 machines on 4th December, 1963. So far, as known to this
Directorate, only 21 machines have been despatched against this A/T
inspite of Milrail sanctions for wagons having been obtained by us:
Jong ago. It is felt that the firm is not making much effort to expe-
dite the despatches, presumably due to the fact, that in this A/T 90
per cent payment has been authorised to them after inspection ins-
tead of ‘after proof of despatch’ as in normally done.

At is requested that the matter may please be taken up with the
suppliers to ensure despatch of the balance number of road rollers

by 31st January, 1964 as the machines are very urgently required at
destination. ,
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APPENDIX II

<Chronological History of complaints received from ‘various t against di)
of Road Rollers concerning M]s. U.P-C.C. Private Lid, Coletta from July’ 2 ormarasrs

‘Serial Date
‘No.

Complaints

I 17-1-64
SV-1/90054-P{UPCC/329 dated
12-9-63.

2 21-1-64
SV-1/90053-P/I1 JPCCl471
dated 23-12-63.

23-3-64.
SV-1/90012/R/II/UPCC/s556
dt. 5-3-64.

30-3-64
SV-1/90053-P/II/UPCC/471
dated 23-12-63.

28-4-64
SV-1/5263-N/IIJUPCC/535 dt.
10-2-64.

15-5
§ -t-.a‘zss-l’mrsn dt. 4-9-63

Letter dt. 17-1-64 from DGBR complaining
that though 9 Nos. Road " Rollers were
inspected on 4-10-63 and they also arranged
for wagons on I16-11-63, machines were
despatched only in the 2nd and 3rd weeks of
Dec, 63. In this they also stated that 2
Nos (Against A/T SV-1/90053-P/IIJUPCC
352 dated 27-9-63) were inspected during
Oct. 63, 29 during Nov. 63 and 3 Nos. on
4-12-63, but only 21 Nos. had been despatched
by the firm in spite of their arranging for
wagons long ago. They added that the
firm were not making much _.effort to ex-
pedite despatches due to the fact thac 90%
payment had been suthorised against inspec-
tion instead of proof of despatch and request-

ed DGS&D to expedite the firm.

Director General Border Roads letter dated
21-1-64 reg. delays in supplies and D.O.
reminder dt. 11-3-64. .

Letter dt. 23-3-64 from Director General
Border Road saying that in their letter dt.
12-2-64, they had suggested that in order
to achieve quicker deliveries, the usual
conditions of payment after proof of despatch
be included in the A/T in spite of their
request 90% payment had been suthorised
after hx:l?u:non and that M/s. UPCC were
still ing 55 R/Rs duly inspected.

D.O. dated 10-3-64 from Director General
Border Roads uyim)i that firm’s complaint
regarding non-aveilability of wagons was
not correct adding that firm was t; about
3 months after inspection to despatch.

Letter dated 28-9-64 from Min. of Transport
New Delhi asking DGS&D to instruct the
firm to complete delivery of 20 Road Rollers.

Endorsement dated 15-5-64 from Central
Water & Power Commission saying that
the firm had taken 95% payment nearly
&emlhalnohutlhn had oot despatched

stores.
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18-5-64
SV-1/5263-N/II/UPCCfa263 dt.
30-7-63.

2n-5-64
SV-1/34133-P/II/UPCC/496 dt.
6-1-64.

;\'I’::‘f‘ugl-wllfsn dt. 31-3-64.
1-3-64

Sv- -N{II/UPCC dt.
n;!m iy /535 dt

é@-mﬁ;-wummc;oos dr.
23-3-64

%"v-:fgmnmmumcfm
5-3-84.

SVt s2%3-N/I/UPCC 35 dt
10-2-84. 335 et

9-10-64.
8V-1/3263-N/II/UPCCl6os dt.
23-3-64.

20-10-64

SV-1/poo12fR/1I[UPCC/s56 dt.
3-3-64.

g'\}ax'f;‘:'eg N/1IJUPCC/sas d
- =, 1.
1 535

16-2-6%
SV-1/5263-N/11JUPCC/6os dt.
23-3-64

XEN National Highway Division I Andhari
‘Immediate’ letter dt. 18-5-64 to DGS&D
compleining about non receipt of balance
2 Noe. road rollers.

Letter dated 20-5-64 from the XEN Mechani-
cal & Workshop Division, New Delhi saying
that the road rollers had not been supplied
by the firm though he had made special
efforts to obtain a priority for railway wagons
allotment, st Calcutta,

Letter dated 7-7-64 from the Divisional’

ineers H&RW T&M Division, Madras
saying that the road rollers  ins-
pected on 16-4-64 had still npot been
received by him.

Letter dated 1-8-64 from the Min. of Trans-
t, New Delhi to the firm with copy to
%S&D stating that 22 Road Rollers had'
since been inspected but the supply wes
not effected upto that time.

Letter No. 4145/1(4) dated 14-8-64 from
the Asstt. Engincer, PWD Maiden Sub-
Division Calcutta. He asked to expedite
the supply as due to delay there was great
inconvenience in the execution of the project
and loss to the Government.

chvf dated 31-8-64 from Director General

Border Roads regarding abnormal delay
in supplies.

Letter dated -9-64 (date not stated) from the
Chief Engineer Patna to the irm copy to
DGS&D asking them to expedite supply of
Road Rollers s top priority Road Works were-
suffering badly.

O.M. dt. 19-10-64 from M/O Transport and
Communication asking that firm be told to-
expedite despatches,

Letter dated 20-10-64 from Director General
Border Road saying that inspite of milraik
sanction firm took § months to despatch the
stores and suggested penalty clause may be
invoked.

Letter dated §-12-64 from the Addl. Chief
Engincer, Patna to the firm copy to DGS&D
ssking them to expedite despatch of Road
Rollers to two consignees urgently as road
work was suffering badly.

U.O. Note dt. 16-2-65 from [Ministry Jof’
Transport & Communication. Min
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-3-65.

g&-!fs:ﬁg-N!llfUPCCfGOg dt.
23-3-64.

12-3-65.

SV-1/5263-N/11/UPCC/740 dt.
30-6-64.

15-3-65.
8 -3:{45097-11;‘11!11!'(2(219:2 dt.
28-10-64

23-3-65
SV-1/9263-N/II/UPCC/263 dt.
30-7-63.

24/26-3-65,27-4-65 and 2-6-65

SV-1/9263-N/II/UPCC/f740 dt,
30-6-64.

1-5-65

SV-1/4097-R/II/JUPCCl912 dt.
28-10-64.

14-6-6%

8§V-1/5263-N/II/UPCC/61 dt.
22-2-64.

17-6-65%
SV-1/5263-N/1IJUPCC/61 dt.
22-2-64.

21-6-6%
SV1/5363-N/II/JUPCC/61 dt.
22-3-64.

O. M. dated 5-3-65 from Min. of Transport’
asnd Communi-ation to Lt. Co. Kuriako:

DS(V)-

D.O. letter dated 12-3-65 from P AQ Calcutta
to Shri N. K. Thadani DS (Prog) stating
that on checking up the position with the
consignees, he noticed that four consignees
had not yet received the stores.

Ifo's letter dated 15-3-65 regarding non receipt
of Road Rollers. cpcie

XEN NI. Himzwng Abbayapuri letter dated
23-3-65 to DGS&D complaining  that
lsi]lnﬂ d‘:hNo" ﬁrg'er hlg supplied 6 Nos.
only en at too a 14 years 'expressing
doubts whether the firm would [be able to
oompéete supplics by the extended D/P ie.
31-3-65

D. O reminder dr. 24/26-3-65 from
P&AO Calcutta.
Do. dt. 27-4-64.

to D.O. at gl. No. 19.

D.O. No. Sp. 14(4)/62 dated 1-3-64 from Min.
of Transport New Delhi. He stated that
there :;stclelly in ugpplg.’ "ild tht;t as the sotres’
requ op priority 8, the equipment
should be supplied without delay. i

D.O. dated 14-6-65 from P&AO Calcutts
pionting out that this was another instance
where the same firm and been found tor
indulge in activities which, if not fraudulent,
were open to grave doubt.

XEN Guuripur letter dt. 17-6-6% intimating
that the road rollers were red, by himr
in Mar/Apri'6s by Trucks through the
firm had obtained payment to the extent of
Rs. 3-92 lakhs immediately after inspection
by quoting false R/R NosS. It was also stated
that 2 of the R/Rs. did not bear inspection
stamp even and besides a few parts were
missing.

D.O. dt. 21-6-65 from P&AO Calcutta saying
that the road rollers were recd. by the
consignee recently by road instead of by
rail adding that the despatch of the road roller
by road may save the financial interest

the consignee but did not  vacate or
attenuate the fradulent activity of the
supplier in obtaining advance 9o% payment
for the stores over 2 years back in the false
statement that the stores have been despatched.
:I Rail. He also pointed out the possibility
double payment.
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26 28-6-65 SWI/2187/136-A/I1/132

27

dt. 29-3-65

12-7-65 SVI/222/71/039/11-5-65
I1/z203 dt. 27-5-65

28 27-7-65 SVI/5263-N/II)UPCC/

29

30

31

32

33

35

61 dt. 22-2-63.

11-8-65
SVUzzzf‘,'anghl 5-65/
11/203 dt. 27-5-65

30-8-6%
SVI/5263-N/II/UPCC/61 dt.
22-2-63.

3-9-6‘1:
SV1/5263-N/II/UPCC/61 dt.
22-2-63.

21-9-65
S?Glfszég-N}II;UPCCJGI de.
22-2-63.

27-9-6
gVI?:taﬂos?-Afmé de.
-1-6

28-9-65
SVI,‘znhﬂoaw'll-s-Gsf 144]
203 dt. 27-5-6

SVI?zormu-Ai I1/89 dt.
6-3-65 1 :

8-10-65 .
SVI1/218/71/o72/11{165 dr.
29-4-56

Government of Maharashtra letter dated
28-6-65 stating that though all the road
rollers had been in ed the firm had
despatched not a single one.

Post copy of telegram dt. 12-7-65 from the
Supdt. Eng. Akola Irrigation Circle, Akola
to the firm, copy to DGS&D asking them to
arrange dspatch of 2 Road Rollers which
were to be supplied by 30-6-65.

D.O. dt, 27-7-65 from P & AO Calcutta to
DS(V) intimating that the consignee at
Abhayapuri received the road rollers but
under different R/Rs and dates and that the
the consignee at Gouripur reported that none
of the 9 road rollers stated to have been
despatched to him in May 1963 had yet
been received by him but that he had how-
ever received all the R/Rs quoted in firm's
bills and after taking delivery discovered in
all consignments merely accessories without
road rollers.

Letter dated 11-8-65 from the Supdtg. Engr
Akola Irrigatlon Circle Akola to the firm
to DGS&D asking frim to rail two road
Rol{trs immediately as they were inspected
on 25-6-65.

D.O. letter dt. 30-8-65 from P & AO New Delhi
to DDG(G) saying that the firm had obtained
payments by quoting bogus R/Rs etc,

XEN Bijni telegram dt. 3-9-6 i.ing that he
received 2 road rollers fitte 3 cylinder
ines instead of with 4 cylinder engine
an that they had no inspection mark om
em,

P& AO Calcutta D.O. dt. 21-9-65 stating thﬂ
that the stores were not despatched by th
mfghers in confirmity with the da:lnltlon

e by them in advance payment bills and

a eared that & prima facis case of fraud

firm had been established and that all

actmm due in such event should be initiated
from your end.

1/O's letter dated 27-9-64 stating that there was

no booking restriction and that the firm
had never contacted the Rly. authorities.

Letter dated 28- from the Supdt. .
Akola to DGSAD askin e
the firm to despatch the Rolim.
XEN T&M Division letter dt. 29-9-65 regar-
ding delays in supplies.

DS. Gen. Admn. Branch Bomhny telegram dt.
8-10-65 regarding non supply of Road




43.

47.

!§VI!5353-N,"H{UPCC!GI dt.
22-2-63.

22-10-65
SVII::B7,~':36-AJII,&3: dated
29-3-65

8-11-65
Svu::shr,-‘amn,f:ss de.

6-12-65
svnmm!o‘;gh 1-5-65/11/
203 dt, 27-5

13-12-65 ' "
SVI1/5263-N/II/UPCC
605 dt. 23-3-64

31-12-65
SVI/2227/043-A/11]
150 dt. 8-4-65

5-1-66
SVI/2016[212[A[1]]
133 dt. 29-3-65

5-1-66 R
SVI;I'zor; 173A[265
dt. 15-7-65

10-1-66
SVI/201/71/383(280
dt. 23-7-65

18-1-66

SVI ,-‘218711 30-Afll[133
dt. 29-3-65

1-3-66
3\(1,‘:0:7-:99-.\11[;‘43
dt. 11-2-65

D.O. dt. 14-10-65 from P&AO Calutta

that consi at Bijni had received
rollers fi with 3 cylinder engines instead
pfm; cylinder which had no inspection mark
that this fact unmistakbly suggests the
tendency of the firm to supply unin ed
and deficient stores contracy to the eral
conditions of contract and thus brings into
light the fraudulent intention of the supplier.

D.O. Letter dt. 22-10-65 from Under Secre-
tary, Govt, of Mahrashtra, regarding balance
23 Nos. adding that L/D should be imposed
from 5 % to 10%. ¢

Deputy Smetary Govt. of Maharashtra letter
8-11-65 regarding non-supply of road rollers.
Letter dated 6-12-65 from the Supdtg. En
Akola to the Chief Opmt: sp. Supdt. S.E Rﬁ;
Calcutta with c]_?BY to DGS&D to allot two
1:,howugou ns to M/s UPCC for despatching Road
[eT8.

D. O. letter dt. g?-u-ss from Planning
Ct}gzcer (Mech) T Communica-

XEN Ukai Div. Ulm letter dt. 31-12-6%
saying that the firm should be asked to
produce  a certificate from the Rly.
authorities that no wagon could be e
available from 1-5-65 till date,

SE  Mechanical Circle, Ahmedbad letter
dated 5-1-66 Intimating that the firm supplied
road rollers with 3 cylinder instead of
4 cylinder,

Chief Engineer, Major Irrigation A.P. Lett-
er dt. 5/-1-66 saying that the performances
of this firm was not satisfactory in his
pl‘ﬁ]:ic' and that the A/T should be can-
celled.

Post of telegram dated 10-1-66 from
the E % PWD Bé& R Patiala siyl.ng that
Rly. suthorities had informed him that
there were no booking restrictions and
that emergency works were held up .

Letter No. Slqsf)a dt. 18—1-66 from the

mted X wmunl . }gol.l had
repor in supply of Road ers
and defects in i them.

1331 (All) La—7



1 2
. 1-3-66
é gw;’mlf'}lflmﬂl
208 dt, 27-5-65
'49. 2-3-66
Nt SV-1/z01/71/741/
dt. 14-10-65/11/63
-66
5 9?\(-1!2:0!7”355!343!'
dt. 16-9-65
1. 19-3-66
3% 193 jocos3-P/11/UPCC
352 dt. 27-9-63
53, 26/28-3-66
SVI]5263-N/11/UPCC/
740 dt. 30-6-64
. 29-3-66
3 986-1;:017!:13!;;11!335
dt. 7-9-65
24, 6-4-66
SVI/2187/136-A/11/
132 dt. 29-3-65.
55. 28-4-66
SV-1/5263-N/11/UPCC/
605 dt. 23-3-64
56. 29-6-66
8V1/220(71/308/7-8-65
I1/412 dt. 22-10-65
Y87, 31-7-66
e SV/2017/174-A[11/89
uated 6-3-65

Letter dt. 1-3-66 from the Chief Engineer
B&RP Rajasthan to the effect that
the B & R Road Rollers supplied were
not according to specification.

1/O’s letter dated 2-3-66 saying that AJT
should be cancelled as the ‘performance
of these road rollesr was not satisfactory.

D.OQ. letter dt. 9-3-66 from the Chief Engineer
PWD Gujarat Ahmedabad reg delay in
supplies and suggesting that if the firm
was not in a position to supply the remaining
61 road rol the order might be trans-
ferred to S/S Greeves Cotton & Co. or
S/S Britannia BEngg. Co.

Post copy of telegram dt. :]E;-GG from the
Officer Commanding, K to DG S &D
asking the office to advise firm to make
good the deficiencies. Letter dated 26-3-66
from the Commandant Vartak Base,Misai-
nari to &e firm copy }o DfGS&D_eomplla-}
ining about non-supply of certain tools
ncoegsories of nonnoum.

Chie:ﬁP & AO New Delhi D. O, dated 26/28
3-

XEN Baroda letter dated 29-3-66 that though
the firm had taken 909% payment about
6 months earlier they had not despatched
the stores.

Letter dated 6-4-66 from Under Secretary
Maharashtra Government intimating that
the engine No.l supplied with R/R did
not tally with the I/N issued for the
same.

Demi Official letter from Sh. Bhavagpani
of T & C Ministry of dt. 28-4-66 sayin
that the position of supply to UP Png
a8 given by the firm was not correct, He
also stated that some of the Rollers wepe
fitted with 3 cylinders engines instead of 4
cylinders engines as provided in the AJT.

D. O. No. SAV/12(4)/Suspense{were 780-83
dt. 29-6-66 from the P & AO Calcutta
to Shri Verma ADS stating that the A.G.
Guijrat was not accepting the debit on the
ground that the Road Rollers were not
reccived. .

XEN Vijayawad letter dated 31-7-66 re-
garding non-receipt of the balance 2 Nos.
even after lapse of one year and four
maonths | after inspection. : :

L.

2P
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v.0. mw. 6-8-66 from Sh. S. K. Mukher-

6-8-66 '
SV1!9q>s4‘PIUPCCJ329 je S BROB to Shri K. Ram Secre

mary
du. 13-9-63 for-warding a list of defects
ernd Moore road rollers and
uyin.lfln view of these defects any more
orders should be placed on UPCC for
Agrind Moore Road Rollers,

Letter dated 20-8-66 from the I/O saying
SVUZIS.'TIIIW?!&IM that the consignee had informed him
I1/25 dt. 29-1-66 that the road rollers stated to have been
des on' 23-6-66 by goods train

not so far reached him.
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requested
firm's

{permission to
security zone for

R’s list were sent to
d they were

defects: and

resentative to visit sites in

represe
rectifying

DGBRs for comments an
to issue neceSsary passes

2. Firm’s replies to DGB

t

It was proposed to place no more order on
UPCC for Agrind Moore Road Rollers agains
Director General Border Roads, Indents are for
projects in hilly areas.

er Roads letter dated D.O. reply sent by DDG (D) to Director General

3.

ted that he should
at Calcutta to discuss with ihe

work out a procedure.

der Roads stating that firm experienced oeI-
tain difficulties and sugges
instruct his L.O.

Bor
in
firm and

Bord

elays in supplies and D.O. re-

Director General,
2-1-64 reg. d
minder dt. 1-3-64.

471 dated 23-12-63

s SVIjgoos3-P/II[UPCC/
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On 20-4
Bhavanani hanheof T. C. Note
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istry of dt. 28-4-65 saymg
to UP PWD as given

0. M. dated 5-3-65
Communicstions
.0, letter dt. 13-1
‘Mech.) M/O. P

Demi Official letter from Sh.
Minis
of
not cofrect.
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UPCC/

8 SVI/4097-R/IT
912 dt. 28-10-64.
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firm  patch.

s stating that thefe  Firm were addressed on 21-10-65 for early des-

7-9-6:
restriction and that the

Was no
had

1/O’s Jetter ‘dated 2
booking

9 SV/2/2187/087-A(11/6
dt. 8-1-65

never contacted the Rly. authorities.

10 SV-1/2017/199-A/1143 Chief Engineer, B & R PWD Ra;

4 cylinders
engine after ¢

jasthan letter dt.
supplied road rollers
ders instead of

changed the

Ea;g& saying that firm
o ithi i

and that the 311:1
inspection.

dt. 11-2-68%.

17108

0-65 an;.
regarding

position

.

this letter was endorsed to DD

yof

29-9-65 regarding Letter was issued to the firm on 2I=1

XENT & M Division letter dt.
delays in supplies.

11 SV/2017/174-A/11/89
dt. 6-3-65.

m intimate the

§g§°

s
e

31-7-66 regarding Fi
Nos. even after
one year and four months after

pt of the balance 2

non-recel

XEN Vijayawada letter dt.
lapse of

inspection
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.complemd
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30-A/llj132  Goven

dt. 29-3-65.

SV-1/2187/1
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with DD (Prog.) Calcutta t

rding
rollers despatched
intimated on §-3-66 that

and DD Py

X-EN The matter was
reported de-

. 18-1-66 from the
He had

3 dt. 18
algaon.

yofRoadRoIlersanddefecuin

K/
sion
ppl

lay in su

them.

Letter No. S
B&C Divi

to X-En

;.?lmer
- in.

D.O. letter dated 22-10-65 from Under Secretary, Fi
t of Maharashtra, regarding
3 Nos. adding that L/D should be
imposed from 5 per cent. to 10 per cent.

balance 2

oad
nder,

letter dated
T
03 4 cyli

Circle, Ahmedabad
3 cylinder instead

ting that the firm

5-1-66 intima

rollers with

AflIl/133 SE Mechanical

f2017/213/
29-3-65.

-de.

13 SV-1

dt. 8-4-65
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APPENDIX IV—A
(See para 4.19)

Delhi Tele: 33082
IMMEDIATE /By Hand
No. 67561/100/Road Rollers/ES/BRD
DTE GENERAL BORDER ROADS
‘KASHMIR HOUSE, DHQ PO
NEW DELHI-1,
12th February 1964.

Shri AD Rao

Director Supplies (Vehicles),

Dte. General of Supplies & Disposals,
Parliament Street,

New Delhi.

-Subject.—Allocation of Road Rollers Against DGBR Indent No.
67561/Road Rollers/100/ES/BRD Dt. 23rd January 1964 for 160
Nos. Road Rollers (DGS&D No. SV-1/90012-R/II).

Reference DGS&D letter Nos. SV-1/Road Rollers/General/Il
dated 4th February 1964 and even number of 5th February 1964.

During the conference held in your office on 3rd and 4th February
1964 we were informed that against our indent for 100 road rollers
of 35 H.P, only the following could be allotted during the current
wquarter,

22........ Britannia of 35 H.P.
20..... ... U.P.C.C. of 51.8 HP.

The 518 H.P. rollers were offered at the same rate as for 45 H.P
It was also stated that in case we dc not accept 51.8 H.P. Road Rol-
lers we would loose this allotment as none other could be given to
us during the quarter. As Road Rollers are urgently required we
accept the above, and request that the firm may please be directed
to stick to the delivery schedule.

113



114

2. In this connection your attention is invited to this Dte. Jetter
No. 67561/200/Road Rollers/ES/BRD dated 8th August 1963 and DO
No. SV-1/80063-P/II dated August 1963. In addition to crack in rolls
the following defects have been brought to our notice in respect of
Road Rollers previously supplied by Ms. UPCC.

(i) Defective Steering design.
(ii) Less pulling power at gradients.

3. We had accepted further supplies of these road rollers on the
understanding that the design was considerably improved and the
defects eliminated. Although considerable number of road rollers
were inspected and passed by DGS&D in September/October 1963 the
despatches commenced in December 1963 only. Had these machines
been delivered to us earlier we would have by now obtained the
performance report on the machines. We presume that our Inspec-
tion Dte. must have thoroughly checked the above points before pass-
ing these road rollers. This may please be confirmed before placing
the fresh order for 20 Road Rollers.

4. You may please refer to para 8 of our letter No. 67561/200/Road
Rollers/ES/BRD dated 17th January 1964, in which we have stated
that the firm did not despatch the Road Rollers probably because
they had received 95 per cent of the payment on inspection of the
machines. To achieve quicker deliveries, it is requested that the
usual condition of payment after the proof of despatch may please be
included in the A/T.

5. Please acknowledge.

sd/-
: for DIRECTOR-GENERAL BORDER ROADS.

APPENDIX IV-—B
(See para. 423)
File No. SV-1/90054-P(II/UPCC/329 P.82/C.
Border Roads Development Board.
Sub: —Agrind Moore Road Rollers—Defects in.

During September 1963 and December 1963, the following orders
for supply of 109 Nos. Agrind Moore Road Rollers were placed by
D.G.S.&D., on M/s. United Provinces Commercial Corporation Pvt.
Ltd, Calcutta

(i) SV-1/90054-P/II/UPCC/328 dt. 12-9-1969 — 9 Nos.
(i) SV-1/00053-P/I/UPCC/382 4. $7-9-190683 — @0 Nos.
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(iii) SV-I/Q'UO53-P/II/UPCC/463 dt. 13-12-1963 — T Nos.
(iv) SV-1/90053-P/TI/UPCC dt. 23-12-1963.  — 33 Nos.
ToTAL 109 Nos.

These road rollers were delivered during 12/63 and 9/64.

2. Sometime back, it came to our notice that certain defects
were noticed in 15 Road Rollers (Agrind Moore) by M/s. United
Provinces Commercial Corporation in 1961. We therefore, requested
D.G.B.R. to confirm that the Road Rollers supplied in 1963-64 did
not have the same defects. D.G.B.R. has furnished us a list indicat-
ing the nature of defects noticed in these rollers. A copy of the list
is enclosed herewith for perusal. These defects were intimated by
D.G.B.R. to the firm and the latter were asked to rectify them by
free replacement of component parts, suggest remedial action for
rectification of these defects and also undertake improvements in
future designs. The firm is also reported to have neglected the
‘after saleg’ gservice. D.G.B.R. has reported that there has been no
response from the firm despite reminders.

3. D.G.BR, has also reported that, at the .time of the purchase
of these Road Rollers, the attention of D.G.S.&D. was drawn to the
shortcomings of the Road Rollers noticed previously and raised the
question of testing the machines. D.G.S.&D. decided that there was
no necessity for retesting the machines which have been accepted
by many important indentors and projects during the last two
years.

4. In view of the above, Ministry of Supply are requested to look
into the matter and ask the firm to take immediate steps to rectify
the defects in the Road Rollers supplied by them. It is also for con-
sideration whether D.G.S.&D. should place orders for any more
Agrind Moore Road Rollers for Border Roads or projects executed

by any agency i the hilly areas.
sd/-
(SX. MUKHERJEE),
Secretary,

Porder Roads Development Board.
8858

Ministry o Bupply (Shri K. Ram 1LCS)
BRDB. U0. No. F.4(3)/BRDB-5/63 dt. 6-8-1008:



ANNEXURE
Defects observed on Agrind Moore Road Rollers 8{10 Tons

Sl. Project Details of Defective Observations No. affec-
No. Component ted
1 HQ CE (P) Tole Turning shaft and
VARTAK its flanged bush.
The flange of the bmh The four bolts securmﬁ 19 out of
shears off. The flan steering  flanged bu 333
mhmhmmm t\;.)' ﬂ' l.cumeb fr:é-
crac thro e quently, it is subject
bolt hgﬁs. to extensive  jerking
and ultimately cncksf
shears off.
Owing to shearing off the
flanged bush, the align-
ment of the yoke turn-
ing shaft inside the
bush changes thereby
causing it to hreak
from the yoke end.
2 HQ CE(P) I Front wheel yoke pin. The yoke pin cannot with- 3 out of 4
SEWAK . stand the strain impos-
Front wheel yoke pin_ ed by unevenness of
gets bent after approxi- road. Towing arran-
mately 100 hours run. ent welded to yoke
Thrust plate ofthe yoke¢ increases the deforma-
pin above cracks. Wel- tion on yoke pin when
ding carried out for the equipment is towed.
fabrication of various
plates not satisfactory.
. II Steering Unit. 3 out of 4
The four bolts at head-
piece tomain frame
sise 3/8° width -x1§"-
start getting their thre-
ads damaged (Ref, Ege
7 of parts catalogue, Ref..
No. 22—this appears to
be the basic defect weak-
cning the steering
].l.l].l( at various pot.nts
. .. bolts univer-
mtsd to atee;
- hll{ get nmnpd,
nut shaft bearing gets
its Ihrﬂdl dlm!u%
- parts canlonue.)
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APPENDIX V

(See para 424 of Report)
GOVERNMENT OF INDIA

(DEPARTMENT OF SUPPLY) & TECH. DEVELOPMENT

Ministry of Supply, Technical Development & Material Plarnning
Directorate General of Supplies & Disposals
Office of the Director of Inspection, Calcutta-13.
No. PM/AT/DGBR/9 Dated the Tth May, 1966.
To
The Director General, Border Roads,

Kashmir House, D.H.Q. P.O.
New Delhi-11.

Sus: A/T No. SV-1/247/6A/11/12, dt. 6-1-66 for 36 Nos. Road
Roller placed on M/s. United Provinces Commercial
Corporation Private Ltd., Calcutta against Indent No.
67561 /Road Roller 1136/ES/BRD, dt. 6-4-64.

]

ReF: Your letter No. 67561/136/291/DGBR/E3/ES, dt. 22-2-66
addressed to DGS & D New Delhi copy
endorsed to this office.

Sir,

Reference your above quoted letter, investigation as regards
the design aspect of the Road Rollers in question has been carried
out in respect to the points mentioned in the Appendix ‘A’ to the
letter and comments are given in Annexure ‘A’* to this letter.

A copy of the firm's comments on the points of your complaint
are also enclosed® for your ready reference.

It has been observed from the firm's letter No. RBMD/020669,
dated November 19, 1964 (copy enclosed for your ready reference®)
-addressed to you that out of the total No. of 120 Road Rollers
including 36 Nos. against the above quoted A/T supplied to your
different projects, only 12 Nos. had developed defects. The reasons
for such defects had also been explained therein and necessary
action in rectifying the defects had already been taken up by the
firm’s Service Department.

*Not printed.
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It is also reported by them that the said Road Rollers are giving
satisfactory service at your end.

Yours faithfully,
Sd/- C. R. SIRCAR,
Dy. Director of Inspection
for Director of Inspection Calcutta.
Sd/-
for Director of Inspection.

Copy to:,

The D.G.S.&D (Supply Wing)
N.I. Building,

Parliament Street,

New Delhi.

for information.

Encl: As above.



APPENDIX VI

(See para 4.26 of Report)

Copy of letter No. SAV/SV1/UPCC (8) /1461-63, dated the 2-11-63-
from Assistant Pay and Accounts Officer, Department of Supply, .
T.D.P.-2 Mission Row Extension, Calcutta-1, addressed to the
D.G.S.&D. N.I. Building, Parliament Street, New Delhi.

Sus: 90 per cent payments to M/s. United Provinces Com.-.
mercial Corporation Private Ltd., Calcutta, a proof of
inspection against different Acceptance of Tender.

The following advance 90 per cent payments on proof of inspec-
tion, have Been made to the firm against the undermentioned
A/Ts. for supplies of the road rollers, quoted against each A/T. But
it appears that the firm have not been able to despatch all the road
rollers for reasons known to them. No. 5 per cent bills with proof
nf despatch has been received. On the other hand one consignee
has expressed his inability to accept 90 per cent debits, as he has
received neither R.R. nor the road rollers, for which debits were
raised. You are therefore requested to issue necessary instructions
to firm to expedite despatch of the rollers if not already done, and
to the consignee to accept the debits, as per terms of the A/T 80
per cent payments are made on proof of inspection only.

. Consignee Qty. Amount of
AIT Mo Road 909, payment
Rollers. *
I 2 3 4
1. SV-t.flllvo'nl.-'uf UPCC/60 0.C. ESD(M), Kankinara Rs.
22-2-63 2t 9,45.228.5
2. SV-(Islﬁs-N!IIf UPCC/263 (i) Executive E.ngr P.W.D.
dt. 30-7-63 (R&DB) Abhsyspuri 12
(ii) Executive Engr. Mahanadi
Bridge Dao. Cuttack 2
(iii) Executive Iuore
Way Dn. 4

(“?-l Engineer, National
:gh Way Sub-Division,
Bassein No. 1 Bamein, . 4 94t.321 00
A SV 66-14, UPCC/ Asstt. Engineer, R S Stores
tegtoy 770 S Sub-Division, Chambal Pro- .
ject Rewatbha, C/O P.B.
No. 9 Kota . . . 2 Srpss5-20

A
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I 2 3 4

————

4. SV-I.’:4547-NHI!U‘PCC!:71 Bxec\mve Eﬁtco C. B,ly Se~ Rs.
du dral 1 43,967-60)

t. 3-8-63
s. SV-1/54024-P/II/UPCC/272} A.C.O.S. (S &Constn) N.F.Rly.
dt. 3-8-63 Sah:gu:slnl, Dist.Mirzapur
(up) . . . 2 86,210°00)
16, SV-I!SnlOQl-P]I’! 1/ UPCCl275 A.C.O.S. (Comm) N. R.ly Ithe
dt. 5-8-63 ganj, Dist. Mirzapur 1 43,967.00
no payments.
7. SV1/2842-N/11/UPCC/ 276 no payments,
dt. 6-8-63 )
:8.)8V-1/4283-P/11/UPCC/321  Executive Engr. (B) Power House
dt. 4-9-63 Divn, Raxaul. - 2 B6,211:00
-9. SV=1/81575-P/11/ UPCC[323 The Barrack Stores Officer, Tank,
dt, 6-9-63 Factory at Pstubhlrum Ml.l.lsr
Siding 1 43,105 50])
10. 8V-1/90054-P/11/ UPCC/329 C.E. Pro;ect, Vartak, Clo 56 APO .
dt, 13-9-63 Rly.Stn New Muuman . 9  3.87,949°50
11. SV-1/90053-P/I1/ UPCC/352
dt. 27-9-63 Do. 16 6,89,688-00

77 33,62,58330

Copy to M/s. United Provinces Commercial Corporation Private
Ltd, 6, Ganesh Chandra Avenue, Calcytta-13 for information and
necessary action. They are requested to despatch the relevant
‘stores to the respective consignees without further delay, if not
already done and intimate the actual position of despatch to this
office immediately.

Copy to the Executive Engineer, PWD (R&B), Abhayapuri Divi-
‘sion, Abhayapuri for information and necessary action with refer-
-ence to his letter No. AD|M|63|1/7318, dated the 27-9-63. He is also
:requested to accept the debits as 90 per cent payment has been

made as per terms of the contract on proof of inspection only.



Copy of D.O. letter No. SAV/SV1/(I)/UPCC/2244 dated 12-3-85 from
Shri P. K. Das Gupta, Pay & Accounts Officer, Department
of Supply to Shri N. K. Thadani, Director of Supplies,
D.G.S. & D., New Delhi.

Dear Shri Thadani,

Please refer to the A/T No. SV-1/5263-N/IL/UPCC/740 dated
30-6-1964 placed on M/s. United Provinces Commercial Corporation
(P) Ltd,, Calcutta for the supply of Road Rollers against the Con-
sulting Engineer (Road Development), Ministry of Transport and
Communication (Road Wing), New Delhi, indent No. SP-14(4)/
62-MP dated 17-11-1962. The A/T in question, is an order for the
supply of 75 Nos. Road Rollers valued at Rs. 36,33,375/-. The terms
of payment as stipulated in clause 17(e) of the A/T being 90 per
cent. of the cost after inspection, the firm has already obtained ad-
vance 90 per cent. payment for the entire quantity of stores during
July to September, 1964 i.e. within a period of three months from:
the date of placement of the A/T.

2 It further transpires from the records of my office that only
two road rollers have been despatched under R/R Nos. G. 265814
dated 25-12-1964 and G. 214465 dated 20-2-1965 to two different
consignees so far as against a total number of 75 road rollers for
which balance 5 per cent. payment has also been received as per
terms of the A/T. It is observed that advance 90 per cent. payment
Were received by the firm in both the above cases in early Septem-
ber, 1964 while the stores were despatched in December, 1964 and'
February 1965 respectively.

3. A reference was made by my office to 13 consignees as per A/T
on 2-12-1964 after payment of advance 90 per cent. to the firm en-
quiring if the stores were received by them in the meantime. As
Mmany as four consignees have since intimated that none of them has
yet received the stores. A few consignees have intimated their
grave concern over this and have taken a serious view of the matter.
It is, therefore, for consideration whether in the interest of the
consingnees who have not yet received the stores, but received
90 per cent. debit for the cost of stores, my office may effect recovery
of 90 per cent. cost from the outstanding bills of the firm,
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4. 1 shall be grateful to have a reply in the matter at your ear-
Jiest.
Yours sincerely,
Sd./- :
P. K. DAS GUPTA,
Pay & Accounts Officer.
‘Shri N. K. Thadani,
Director of Supplies (SV Dte.),
‘Office of the DGS&D,
“Parliament St., New Delhi-1.



P. K. Das Gupta, D.O. No. SAV/SVI/ (7) /UPCL/2348
,Pay & Accounts Officer. '

GOVERNMENT OF INDIA
OFFICE OF THE PAY & ACCOUNTS OFFICER
P-2, Mission Row Extension, Calcutta—1.
Dated, the 24th/26th March, 1965.
Dear Shri Krishna,

Please refer to Shri Thandani’s D.O. letter No. Dir. (Proj)/Mise/
$/66 dt. 15.3.65 addressed to me, copy of which was forwarded to you
along with my letter No. SAV/SVI/(7) /UPCC/2244 dated 12.3.65 »e-
garding payment against A/T No. SVI/5263/N/II/UPCC/740 dated
30.6.64 placed on M/S. United Provinces Commercial Corporation
{Private) Ltd., Calcutta.

I shall be grateful if you could kindly look into the matter per-
sonally and favour me with an early reply.

Yours sincerely,
Sd/- P. K. DAS GUPTA.

Shri K. Krishna,
Direetor of Supplies
(Vehicles),
Office of the DGS&D,
Parliament Street,

New Delhi—1.

L
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P. K. DAS GUPTA, D.O. No. SAV/SVI/(7) /JUPCC/157
Pay & Accounts Officer

GOVERNMENT OF INDIA

OFFICE OF THE PAY & ACCOUNTS OFFICER
Department of Supply
P. 2, Mission Row Extenzion, Calcutta—1.
Dated, the 2Tth April, 1965.

Dear Shri Krishna,

Please refer to your office letter No. SVI/5263-N/II dated 2.4.65
addressed to M/S. United Provinces Commercial Corporation (Pri-
vate) Ltd. Calcutta under copy to my office regarding payment
against A/T. No. SV1/5263-N/II/UPCC/740 dated 30.6.64 for the
supply of 75 number Road rollers against Ministry of Transport and
Communication (Road Wing) New Delhi indent No. SP-14(4) /62-MP
dated 17.11.62. In this connection my D.O. letter No. SAV/SIV/(7)/
UPCC/2244 dated 12.3.65 forwarded to you by Shri Thandani may
please be referred to.

I shall be grateful if you would kindly intimate the present posi-
tion of the case at your earliest.

Yours sincerely,
Sd/- P. K. DAS GUPTA.

Shri K. Krishna,
Director of Supplies
(Vehicles),

Office of the DGS&D,
Parliament Street,
New Delhi—1.
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P. K. Das Gupta, D.O. No. SAV/SVI(7) /JUPCC/360
Pay & Accounts Officer

GOVERNMENT OF INDIA

OFFICE OF THE PAY & ACCOUNTS OFFICER
Ministry of Works, Housing & Supply
P. 2, Mission Row Extension, Calcutta—1.
Dated‘ 2.6.65

Dear Shri Krishna,

Kindly refer to my D.O. letter No. SAV/SVI1/(7) /UPCC/157 dated
27.4.65 in connection with the payment against A/T No. SVI/5263-
N/II/UPCC/740 dated 30.6.64 for the supply of 75 members Road
Rollers against Ministry of Transport & Communication (Road Wing)
New Delhi indent No. SP-14(4) /62-MP dated 17.11.62.

I shall be grateful if you would kindly intimate the present posi-
tion of the case at your earliest.

Yours sincerely,
Sd/- P. K. DAS GUPTA.

Shri K. Krishna,

Director of Supplies
(Vehicles),

Office of the DGS&D,
Parliament Street,
New Delhi—1.

125 L
ISSY (Aii)L S=—g



P. K. Das Gupta, D.O. No. SAV/SVI/UPCC/512
Pay & Accounts Officer

GOVERNMENT OF INDIA
OFFICE OF THE PAY & ACCOUNTS OFFICER

Department of Supply,
P. 2, Mission Row Extension, Calcutta—1.
Dated, the 14tk June, 1965,

Dear Shri Krishna,

Kindly refer to the correspondence resting with my D.O. letter
No. SAV/SVI/7/UPCC/368 dated 2.6.65 regarding payment against
A/T. No. SV-1/5263-N/11/UPCC/740 dated 30.6.64 for supply of 75
Nos. of Road-Rollers placed with S/S. U.P.C.C. Ltd,, Calcutta. The
further communication promised in D.G.S. & D. letter No. SV-I/5263-
N/II/dated 2.4.65 does not yet appear to have been received in my
office although the firm was asked to explain the position in detail
by a date over two months back. The same may. kindly be expedited.

2, In this connection I am to report another instance where the
same firm has been found to indulge in activities which, if not frau-
dulent, are open to grave doubt and detrimental to the interest of
the consignee. The firm entered into a contract under A/T. No.
SV-1/5263-N/II/UPCC/61 dated 22.2.63 to supply 30 Nos. of Road-
rollers to nine different consignees and to obtain advance 80 per cent
payment on proof of despatch after inspection. My office record
shows that 90 per cent value of A/T. (Total value is Rs. 14,36,850/00)
was claimed by and paid to the firm during May and June, 1963, i.e.
within 3/4 months of the date of placing the A/T. As no 10 per cent
claim against the A/T, has yet been forthcoming, enquiries were
made from the consignees regarding receipt of stores. In reply one
of the consignees, namely, Executive Engineer, P.W.D., Bilashipara
Division, Bilashipara, Assam has reported that 2 Nos. of Road-rollers
stated to have been despatched by the firm under Railway Receipts
Nos. 654437, 265644 and 265645 all dated 4.5.63 have NOT been re-
ceived at his end. The consignee has even asserted that relevant
Railway receipts have not also been received by him and further
alleged that his letter No. 4802 dated 24.4.65 to the firm enquiring of
the particulars of despatch of store still lies unreplied to. For your
ready reference I am enclosing a copy of consignee’s letter No. 5728
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«dated 20.5.65 along with enclosures. While it is arguable that the
firm may not prefer balance 10 per cent claim till the provisional
price under the A/T. iy finalised, the fact that the consignee has not
received the store even within two years of the date of despatch
<oupled with the absence of prompt attention by the firm to the
Consignee’s enquiry lends support to the doubt and apprehension
that the store has NOT at all been despatched but that payment has

been obtained on false statement.

3. In view of the position detailed above, my office has, for the
present, taken following mction ih the matter:

(a) A Special eircular has been issued to the other consignees
calling for acknowledgement of store by a target date.

(b) Payment of one bill of the firm has been withheld so as
to cover the advance 90 per cent payment amounting
to Rs. 86,211/00 pertaining to the consignee named above
and the fact has been duly intimated to the firm under
letter No. SA5/SVI/UPCC/491-94 dated 11.6.65 with

copy to D.G.S. & D., New Delhi.

(¢) In case replies from other consignees disclose similar non-
receipt of stores, further bills of the firm will be with-
held so as to cover the amount of respective advance
90 per cent payments under due intimation to the firm
and D.G.S. & D.

I shall be glad if necessary investigation in the matter is conduct-
«d early and pending result of the same action taken/proposed to be
taken by my office in the matter is confirmed immediately.

Yours sincerely,
Sd/- P. K. DAS GUPTA.

Enclo:—One copy of a letter.
Shri K. Krishna,
Director of Supplies
(Vehicles),
Office of the DGS&D,
Parliament Street,
Wew Delhi—1,



P. K. Das Gupta, D.O. No. SAV/SV-1/UPCC/528
Pay & Accounts Officer. GOVERNMENT OF INDIA

OFFICE OF THE PAY & ACCOUNTS OFFICER,
Department of Supply,

P-2, Mission Row Extension,

Calcutta-1

Dated, the 21st June, 1965.
Dear Shri Krishna,

Kindly refer to my D.O. No. SAV/SVI/UPCC/512 dated 14-6-1965

regarding payment for Road Rollers against As/T placed with S/s.
U.P.CC. Ltd, Calcutta.

2. I have since received from the supplier a letter dated 14-6-1965-
enclosing a photostat copy of the consignee’s (Executive Engineer,
P.W.D., Bilashipara Division, Bilashipara) letter dated 2-6-1965 pur-
porting to show that Nos. of Road Rollers have been recently receiv-
ed by him by road and not by rail. The consignee has also cautioned’
thig office against the possibility of double payment as the stores
have now been delivered by road, although the firm drew two years
back advance 90 per cent. payment stating that the .stores were des-
patched by rail. As the original letter of the consignee has not yet
been received by my office, a copy has been called for from the
consignee. As soon as the same is received, I shall forward to you
a copy of the said letter. In the meantime what I would like to
draw your attention to is that recent delivery by road of the store:
may save the financial interest of the consignee, but does not vacate
or attenuate the fraudulent activity of the supplier in obtaining ad--

vance 90 per cent. payment for the store over two years back on the
basis of false statement.

2. However, I await your reply in the matter with instructions as:

to release of the payment withheld {vide para 3 of my D.O. dated

14-6-1965) on receipt of reply from the consignee showing clear and!
full receipt of the stores.

Yours sincerely,
Sd/- P. K. DAS GUPTA,
21/6
Shri K. Krishna,
Director of Supplies (Vehicles),
Directorate General of Supplies and Disposals,
Parliament Street,
NEW DELHI-1.
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(COPY)
D.O. No. SAV/SV-1/UPCC/584
P. K. DAS GUPTA, GOVERNMENT OF INDIA
Pay & Accounts Officer OFFICE OF THE PAY & AC-
COUNTS OFFICER,
Department of Supply,

P-2, Mission Row Extension, Calcutta.
Dated, the 26th June, 1965
Dear Shri Krishna,

Kindly refer to the correspondence resting with my D.O. No.
SAV/SV-1/UPCC/528 dated 21-6-1965 regarding payment for Road
Rollers against As/T placed with S/s. UP.C.C. Ltd., Calcutta.

2. In this connection I am to report another instance where the
same firm has been found to indulge in activities which, if not
fraudulent, are open to grave doubt and detrimental to the interest
of the consignee. Against A/T No. SE-7|5754-K|II|UPCC|3053
dated 18-8-1961 the firm obtained on 12.5.1964 90 per cent. advance,
payment amounting to.Rs. 43,967/00 on the basis of inspection only
on account of one Road Roller to be despatched to Executive Engi-
neer, Irrigation Division, Shahdol (M.P.). As the corresponding
5 per cent. bill payable on proof of despatch was not received with-
in normal period, enquiry was issued to the consignee and in reply
he has stated in his letter No. 2726/SC, dated 2-8-1965 that the store
has not yet been received by him.

3. However, pending investigation and receipt of your instruc-
tions in the matter as to recovery of 90 per cent. advance payment
already obtained by the Firm fraudulently, I have asked my office
to withhold payment to the firm of one or more bills covering the
amount of Rs. 43,967/00.

Yours sincerely,
Sd/-P. K. DAS GUPTA.
Shri K. Krishna,
Director of Supplies {Vehicles),

Office of the D.G.S.&D.
Parliament Streef, New Delhi-1.
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Registered,

P. K. DAS GUPTA, D.O. No. SAV/SV-I/UPCC/739
GOVERNMENT OF INDIA
Pay & Accounts Officer. OFFICE OF THE PAY &

ACCOUNTS OFFICER,
Ministry of Food & Agriculture,

Deptt. of Supply & T.D.
Dated 27-7-1965.

Dear Shri Krishna,

I have to invite a reference to the correspondence noted in the
*margin regarding payment for Road rollers against As. T. Placed
*1. D.O. No. SAV/SV-Iii7y With §/8. UP.CC. (P) Ltd, Calcutta and to

UPCC 2340 dated 26-3-65. 5tate that neither any decision nor even an
2. D.O. No. SAV/SVI/(¢7yy acknowledgement has been forthcoming.
UPCC/157 dated 27-4-1965 Ag the matter has been assuming serious
3. D.O. No. SAV/SVI/(7)/ proportions day to day, I would request
UPCC/468 dated 2-665. v, to expedite a reply.
4. D. O. No. SAV/SVI/(7)/
UPCC/s12 dated 14-6-65. 2. In this connection I have to report

gpgc 11% dStz:;?ISVIIE;r)I the developments which have since takem

528 dated 21-6-65.  1120e with regard to A/T. No. SV-I 5263-N/

6.D.0, No. SAVISVIG)  [I/UPCC/61 dated 22-2-1963-an order for

. supply of 30 Road rollers against which

90 per cent. of Rs. 14,36,850/00 was claimed by and paid to the supr
plier during May June, 1963. The developments are as under.

(a) Executive Engineer, Bilashipara Division, Bilashipara, has
since acknowledge receipt of 2 Road Rollets recently delivered by
ROAD and has accepted the 90 per cent. debit amounting te
Rs. 86, 211/00,

(b) Executive Engineer, Abhayapuri Division, Abhauapuri has
acknowledged receipts of 2 Road rollers in good condition, but has
emphetically pointed out, that the store stated to have been despat-
ched under R/R Nos. 260215, 260216 and 654534 all dated 6.5.1963
(evidenced by the supplier’s declaration on the body of advance
90 per cent. bill) was actually received by him under R/R Nos. G-
043542 and C-043543 dated 9 i.e. after a lapse of six months.
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(c) Executive Engineer, Gouripur Division, Gouripur has re-
ported vide his letter No. G-4/6997 dated 17-6-1965 (copy enclosed)
that NONE of the 9 Road rollers stated to have been despatched to
him during May, 1963 have yet been received by him. He,
however, received all the Railway receipts quoted by the supplier
in the advance 90 per cent. bills for the Road rollers and after taking
delivery from Railways, discovered in all consignment mere roller
accessories without Road roller. He has also alleged that his letter
No. G-4/8845 dt. 7-8-1964 and G-4/12651 dt, 23.12.1964 issued in this
connection to the supplier still remain unreplied to.

3. In view of the position stated above, I have asked my office to
withhold payment to the supplier of bill/bills for Rs. 3,87,950/00
covering 90 per cent. value of 9 Road rollers under due intimation to
the supplier. I shall be glad if necessary investigation into the mat-
ter is made early and pending completion thereof, the action taken
by my office is confirmed immediately.

Yours sincerely,

Encl. Copy of a letter. Sd/-P. K. DAS GUPTA.
Shri K. Krishna, Director of Supplies

Office of DGS&D (Vehicles).

New Delhi. u .



COPY
B. Mason,
Pay & Accounts Officer
D.O. No. SM3 (432) VII/1279

OFFICE OF THE PAY & ACCOUNTS OFFICER,
Deptt. of Supply & T. D., Akbar Road,

New Delhi-1, the 30th August, 1965.

31st

Dear Shri Mathur,

A firm named M/s United Provinces Commercial Corporation
(P) Ltd., Calcutta, is reported to have obtained payment from the
Pay & Accounts Officer, Department of Supply & Technical Develop-
ment, Calcutta fradulently by quoting bogus R/Rs in the 90 per cent
advance payment bills. The case relates to A/T No. SV-1/5263-
N/II/UPCC/61 dated 22.2.63 placed by your office for the supply of
Road Rollers to the various consignees. According to the informa-
tion available so far, in one case, the stores were sent by road in-
stead of by rail. In another case they were despatched after about
6 months from the date of the R/R quoted in the 90 per cent bill
and that too under different R/Rs. In yet another case for the sup-
ply of 9 road rollers only accessories were despatched without road
rollers, The Pay and Accounts Officer, Calcutta, it appears has al-
ready informed Shri K. Krishna, Director of Supplies (Vehicles),
the details of the case. He has also enquired of the various con-
signees whether they have received the road rollers for which ad-
vance payments were made. He has been instructed to withhold
all advance payments to the firm till replies from all the consignees
have been received and the total amount drawn fraudulently by the
firm, is known. He has also been asked to adjust the final bills which
are supported by consignees’ receipts in the meantime, against such
payments drawn fraudulently as may come to our notice.

Pay & Accounts Officer (Supply) Calcutte had requested Shri
K. Krishng to confirm the action taken so far, but no reply has been
received by him es yet. I ghall be grateful, therefore, if you would
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kindly confirm the action taken by the Pay and Accounts Officer as

mentioned above and also expedite further necessary action in this
case.

Yours sincerely,

Sd/- B. MASON
Shri J. S. Mathur,

Deputy Director General (Genl),
Office of the D.G. S&D, New Delhi.



COPY
Confidential

P. K. Das Gupta,
Pay & Accounts Officer.

D.O. No. SAV/SV-1/UPCC/1098..
GOVERNMENT oF INDIA.

OFFICE OF THE PAY & ACCOUNTS OFFICER,
MINISTRY OF WORKS, HOUSING & SUPPLY,
P-2, MISSION ROW EXTENSION, CALCUTTA-1.
Dated, the 21st September, 1865,

Dear Shri Krishna,

Kindly refer to the correspondence resting with Shri Kochhar's
D.O. No. SV-1/5263-N/II dated 21.8.65 regarding payment for
Road rollers to M/S. UP.C.C. (P) Ltd., Calcutta against A/T No.
SV-1/5263-N/II/UPCC/61 dated 22.2.63. The receipt of further
communication promised therein is still awaited.

2. In this connection I am enclosing a statement showing parti-
culars of 13 Road rollers against the above A/T in respect of which
complaints had been received from the consignees. Firm's bills
which were withheld in view of the complaints have since been re-
leased for payment in consideration of the fact that consignees
have subsequently received the store in full and in good condition.
As the A/T stipulates payment of advance 90 per cent cost of stores
on proof of despatch after inspections and as the facts show that the
stores were not despatched strictly in conformity with the declara-
tion made by the supplier in advance payment bills, it appears that
a prima facie case of fraud by the firm has been established, and
that all action due in such event should be initiated from your end.

3. It is hoped that the matter is receiving due attention at your
end and necessary instructions will be issued early.
Encl.. One statement.
' Yours sincerely,
Sd/- P. K. DAS GUPTA.

Shri K. Krishna,

Director of Supplies (Vehicles),

D.GS8 & D.. " : oL

Parliament Street, AR

New Delhi-1. o e A
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COPY
B. MASON
Pay & Accounts Officer

D.O. No. SM3(432) VII/1584-87

. PAY & ACCOUNTS OFFICER, DEPTT. OF SUP--
PLY & T. D., Akbar Road Hutments

New Delhi-11, the 8th/11th October, 1965.
Dear Shri Khanna,

Kindly refer to my D.O. letter No. SM.3(432)VII/1279 dated
the 31st August, 1965 to Shri J. S. Mathur regarding fraudulent.
payments obtained by M/s United Provinces Commercial Corpn.
(P) Ltd., Calcutta against A/T No-SV-1/5263-N/II|UPCC|61 dated.
the 22nd February, 1963.

P.A.O.(S) Calcutta has since informed this office that all the:
cases in which the supplies had not reached the consignees but in
which advance payments were drawn, as reported earlier, stand re-
gularised as the consignees have intimated receipt of stores, though
long after the date of despatch as mentioned by the firm in the-
advance payment bills. The supplies were received by the con-
signees either under different R/Rs or in some cases by road in-
stead of by rail as indicated on the advance 90 per cent bills.

In view of the position intimated by P.A.O.(S) Calcutta, it.
does not seem to be necessary to withhold hereafter advance pay-
ments to the firm for which specific provision exists in the con--
tract. These are, therefore, being released.

Yours sincerely,
Sd/- B. MASON'
Shri I. N. Khanna,
Dy. Director General (General),
D.G.S.&D., Parliament Street,
New Delhi. '
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COPY

P. K. Das Gupta,
Pay & Accounts Officer.

D.O. No. SAV/SV-1/UPCC/1190
GOVERNMENT oOF INDIA -

OFFICE OF THE PAY & ACCOUNTS OFFICER,
MINISTRY OF WORKS HOUSING & SUPPLY,
DEPTT. OF SUPPLY AND T. D., CALCUTTA-L

Dated, the 14th October, 1965.
Dear Shri Krishna,

Kindly refer to your D.O. letter No. SV-1/5263-N/II dated
7-10-65 regarding payment to M/s U.P.C.C.(P) Ltd, Calcutta
against A/T No. SV-1/5263-N/II/UPCC|61 dated 22.2.63 for supply
of Road rollers. It is noted that the matter is under active exa-
mination and that a further communication will follow.

2. In this connection I would like to inform you further thal
one of the consignees, namely, Executive Engineer, Bijni Division,
Bijni had previously acknowledged receipt in full and in good con-
.dition of two road rollers (Model No. AFPR.810/1457/63 and No.
AFPR-810/1458/63) despatched by the firm under R.R. Nos.
‘267021, 2687022 and 267023 all dated 11.5.1963 in reply to enquiry
issued by my office, but has since cancelled his confirmation by a
telegram. On our request to elucidate the position, the consignee
has now reported vide his letter No. T. & P-12/1/3598 dated 28.9.65
(copy enclosed) that the two rollers referred to above have been
found fitted with three cylinders bearing no inspection mark of
the Inspecting Officer instead of four cylinders as specified in
Appendix ‘A’ (General description of road rollers—item No. 19)
‘to the subject A/T. While the right of the consignee to be indemni-
filed against damage/defect/deficiency reported after such a long
lapse of time constitutes a separate issue, this fact unmistakably
suggests the tendency of the supplier to supply uninspected and
difficient stores contrary to the general conditions of contract and
4hus brings into light the fraudulent intention of the supplier.

3. However, as desired by the consignee and as already intimated
in my D.O. No. SAV/SV-1/UPCC/512 dated 14-6-65, my office
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thas withheld payment to the supplier of their current bill cover-
ing the advance 80 per cent payment of Rs. 86,211.00 made against

the particular supply pending receipt of your instructions in the
matter.

‘Encl: Copy of « letter

Yours sincerely,
Sd/- P. K. DAS GUPTA
‘Shri K. Krishna,
‘Director of Supplies (Vehicles)
D.G.S. & D., N.I. Building,
Parliament Street, New Delhi-1.



Copy oF D.O, LETTER No. SM3(432)VII/1972-73 paTED 23/26-11-65
rrROM SHRI B. MasoN, Pay & Accounts OrricEr, DErTT. OF SUPPLY,
Nrw Dzrur 1o Surr N. K. TEapant, Dy. Direcror GENERAL (GENL.),.
OFFICE OF THE DIRECTOR GENERAL SUPPLIES & DisposALs, NEw DELHI..

“Kindly refer to my D.O. letter No. SM3(432) VII/1584 dated
11.10°65 addressed to Shri........... regarding fraudulent pay-
ments obtained by M/S United Provinces Commercial Corporation
(P) Limited, Calcutta against A/T No. SV-1|5263-N|II|UPCC|61
dated 22.2.63.

P.AO. (Supply) Calcutta has now intimated that one of the
consignees under the subject A/T, who had previously acknow--
ledged receipt of stores in full and good condition, has now reported
that the two rollers supplied by the firm are not fully equipped as
required under the A/T and also bear no inspection marks as well.
This fact has also been reported to your office vide Shri P. K. Das:
Gupta, P.A.O. Calcutta’s D.O. leter No. SAV/SV-1UPCC/ /1190
dated 14.10.65. He has also withheld payment to the suppliers of
their current bill covering the ,advance 90 per cent payment of
Rs. 86,211 made against the particular supply.

I shall be grateful if you kindly confirm the action taken by~
P.A.O. (Cal) as mentioned above and also expedite further neces-
sary action in this case.”

Sd./- B. MASON
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Cory or D.O. LETTER No. SM3 (432) /VII/4104-05, pATED THE 26/28.3.66
FrRoM SHR1 K. R. RABINDRANATH, CHiEF P & AO, New Driur, 10
Surr J. S. MaTtHur, ADG, DGS&D, New DEevLsI

Dear Shri Mathur,

' You are, perhaps, aware that a firm named M/s. United Provinces
Commercial Corporation (P) Ltd., Calcutta was reported by the
Pay & Accounts Officer, Department of Supply & Technical Develop-
ment, Calcutta, to have obtained fraudulent payments against A/T
No. SV-1/5263-N|I|UPCC|61, dated the 22nd February, 1963, by
quoting bogus R/R Nos. in the 90 per cent advance payments bills.
The matter was reported to your office demi-officially by the
P & AO(S) Calcutta as well as this office and confirmation was sought
of the action taken by P& AO(S) Calcutta, for withholding/releas-
ing payments to the firm. In this connection, you may please refer
to the correspondence resting with Mason’s d.o. letter No. SM3(432) |
VII|1972-73, dated the 23rd November, 1965 to Thadani. Conflirma-
tion sought for therein has not been conveyed so far.

The P & AO Calcutta in the meantime has further reported that
against A|T No. SV-1/5263-N|II|UPCC|740 dated the 30th June, 1964,
which is for the supply of road rollers and which provides for 90
per cent, 5 per cent + 5 per cent payments on inspection, despatch
and receipt of stores by consignee respectively, the firm had obtained
90 per cent payment for the full quantity ordered, during the months
of July to September, 1964, but that it has despatched only 31 road
rollers and that too long after the inspection was completed—the
minimum time lag between the dates of inspection and despatch
being 119 days. Balance 5 per cent payment, which was admissible
after despatch of stores has also been obtained by the firm against
31 road rollers, but no bill for the final 5 per cent payment suppor.ted
by Consignee’s receipt certificates have been received so far. Claims
for 5 per cent payment admissible on proof of despatch, for the re-
Mmaining 44 road rollers have not yet been received and it is doubtful
if these road rollers have been despatched at all although the date
of delivery stipulated in the A/T expired long ago. In this connec-
tion, I would refer to your office letter No. SV-1/5263-N|TI|dated the
6th September, 1965, addressed to the P&AO(S), Calcutta and re-
quest you to consider the desirability of investigating whether (1)
abnormal delay in despatch of stores all along has actually been due
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to booking restrictions and non-availability of wagons, (2) the re-
maining 44 road rollers already inspected in the year 1964 are still
lying with firm in good condition, and (3) the 31 road rollers for
which 5 per cent payment has been claimed by quoting R/R Nos.
have actually been received by the consignees.

If as a result of such investigation, the firm is found to have in-
dulged in drawing payments fraudulently and/or to have deliberate-
1y delayed despatch of stores to consignees, it may be considered if
the concession of advance 90 per cent payment on inspection may
not be withdrawn from the firm in respect of all As/T containing
such terms and also whether the firm might be black-listed.

Yours sincerely,
Sd/- K. R. RABINDRANATH.



APPENDIX VII
(See para 4,59)
No. SV-1/90053-P/I1/11

P.55/c.
COPY
Brig. K. Ramanathan, e
Dir, Tech, Admn,
No. 87561/200 Rd. Roller/ES/BRD Directo-
rate General of Border Roads, Kashmir
House, DHQ P.O. New Delhi-11,
30th March, 1964,
Dear Shri Karve,

With reference to your D.O. letter No. SV-1/80053-P/11 dated
24/25 March, 1964 and discussions in the room of DGS&D today, you
may please refer to our letter No. 67561/200/Rd. Roller/ES/BRD
dated 25 March, 1964 which explains that the complaint of the firm
as regards non-availability of wagons is not correct.

In this connection you may please refer to Messrs UPCC letter
No. SUP/003771 dated 29th February, 1964 (copy attached) from
which it will be seen that the firm intends to despatch only 6 Road
rollers per week and thus the supply of 33 Road Rollers inspection
of which was completed on 31st January, 1984 will only move by
the end of April, 1964, i.e. after 3 months of the inspection. This
position is not acceptable to us and the matter was brought to the
notice of your office vide our No. 67561/200/Rd. Rollers/ES/BRD
dated 6/11 March, 1964, and No. 67561/200/Rd. Rollers/ES/BRD
dated 9th March, 1964.

You may like to apprise the Director General of this fact with
reference to our discussion this forenoon.

With regards.
8d./-
Shri H. V. Karve,
Dy. Director General (Defence).
Dte. General of Supplies & Disposals,
Parliament Street, ;
New Delhi.1. tl
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APPENDIX VIO

Extracts of paragraphs 243 to 248 of the DGS&D Manual of Ofice
Procedure for Supplies, Inspection and Disposals.

943. Duties and functions of the Progress Wing-I. General—Pro-
gress Wing has been set up to implement the slogan of the Deptt.
“DGS&D delivers the goods” by the scheduled date. Essentially, the-
refore, it watches coverage of indents and follows up contracts so that
supplies are arranged by the specified delivery dates. For this pur-
pose it will maintain close liaison with the Indentor, Supplier, Inspec-
tor and Purchaser and ensure that there is no undue delay in regard
to allotment of raw-materials, issue of import licences, amendments
to contracts, inspection and despatch of stores etc. Progress Officers
shall maintain constant and personal contact with the Supplies Offi-
cers at all levels and assist them in the prompt removal of bottleneck
though the ultimate responsibility for timely fulfilment of the con-
tracts must rest with the Supplies Officers.

II. Functions and duties of the Progress Wing—Delay in supply
of stores occurs in two stages viz:—

(i) Coverage of indents, and
(ii) Delivery against Acceptances of Tender,

Progressing is, therefore, done separately for pre-contract stages.
The drill followed will be as under:—

Soon after an indent has been allocated to Supplies Section, the
Central Indent Section will pass on the duplicate copy thereof to the
Progress Wing vide para 85(ix). The Progress Wing will thereafter
open an Indent Card for each indent/item in which the particu-
lars of the name of the indentor, his indent number and date,
Priority classification, Indent delivery period etc. shall be indicated.
In order to enable the Progress Wing to keep these cards upto date
and watch progress at all stages, Supplies Sections should inveri-
ably endorse to the Progress Wing copies of all the relevant docu-
ments and communications viz. copies of enquiries, transfer memos
cross mandating the indents to Regional Offices and Overseas Pur-
chase Organisations, references to indentors calling for comments
on the tender or other clarifications caneellations, advance accept-
ances and formal A/T. It will be for the Prog. Wing to keep these
cards upto-date by collecting information personally from the
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Supplies Sections as and when nccessary. It will be 1esponsibility
of the Prog. Wing to keep a watch on the progress of actions on
all indents at all stages upto the coverage stage and to bring to the
notice of the Director of Supplies concerned all such cases where
there has been delay in the issue of enquiries or finalisation of
tenders by sending the following statements:—

(a)' Statement showing indent items
(a) outstanding with each section for more than six months;

(b) where tender enquiries have not been issued for more

than two months; or
(c) where tenders have not been decided for more than three
months.

With a view to expedite coverage of indent items which remain
outstanding for more than six months and urgent/operational indents
the Prog. Wing shall also arrange monthly meetings between the
DDG(S) and Directors of Supplies concerned to review their posi-
tion, analyse causes of delay and devise ways and means to accele-
rate coverage.

The Prog. Wing will, in addition, prepare statements showing
performance of the DGS&D in coverage of indents for the information
of the indentors etc. as and when required. The position of coverage
of Rly. Indents will, however, be sent every month to the Min. of
‘WH&S and Min. of Rlys. (Rly. Board).

““Copies of A/T/Supply Orders should be endorsed, in dupli-
cate to the Prog. Wing so that they can send one copy of
the A/T/Supply Order to the Junior Field Officer con-
cerned for actively chasing the contract.

(b) Post A/T Progress.

(i) Passive Progressing—On receipt of a copy an A/T, the Prog.
"Wing will open a card in Form CC-2A or CC-2B, as the case may be.
Progress Card CC-2B will be used in respect of firms unregistered or
Provisionally registered and also in regard to those firms, there ?:he
‘Supplies Section considers that record of despatches made, indicating
R/R number and date should be maintained by the Pro. Wing. An
indication to this effect, where necessary, will be given by the Sup-
‘plies Sections in the copies of the A/T endorsed to Prog. Wing.

(Office Order No. 154, dated 20.12.55). '

The Prog. Wing will scrutinize each A/T on receipt of check that
the delivery date specified therein is not unrealistic. Where this
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appears to be su, taking into consideration all relevant factors, they
will bring this to the notice to the Supplies Officer concerned for
necessary action. They will take similar action in respect of all
amendment letters. The Prog. Wing will likewise scrutinize the Pre-
inspection delay reports received by them from time to time and take
suitable remedial action, if any, called for on their part.

All inspection notes received in DGS&D will be passed on to the
Prog. Wing in the first instance in order to enable them to post the
same on the relevant A/T card and then pass them on to Statistical
Dte., for posting and onward transmission to Supplies Section con-
cerned, Prog. Wing will watch the deliveries against the contracts
upto the stage of final inspection of stores except in the case of
contracts placed on unregistered firms where they are specially
required to chase the contracts till the store is actually despatched.

(ii) Active Progressing—Active progressing will be done through
Field Officers posted at Delhi, Calcutta, Bombay, Madras, Ludhiana
and Kanpur, to whom lists of outstanding, A/T in their respective
areas will be furnished along with copies of acceptances of tender/
Supply~orders every month by the Prog. Wing at Headquarters. The
Field Officers will visit the firms once a month or more often when
necessary in order to ascertain the exact position and prospects of
supply, as well as bottlenecks: if any, causing delay in completion of
the contracts. The main reasons for hold up in supply generally are
delay in receipt of raw-materials, test reports on samples, certain clari-
fications, or amendments from the indentor of Supplies Officer, or in
the movement of finished stores. With a view to assist the firmg and
expedite delivery of stores, remedial action to the extent possible
will be taken by the Field Officers themselves. The lists will then
be returned every month to the Prog. Cells at Headquarters and Re-
gional Offices as the case may be for noting the factual position in the
relevant A/T cards and initiating action on) other pending issues
brought out in the Field reports. The Field Officers will endeavour
to fist all local firms in rotation so that no A/T is left out, though they
will concentrate on A/T where delivery period has expired or is about
to expire. They will similarly pay greater attention to chasing of
A/T for fabricated and indegenous stores, as well as those issued
against Works Programme. Express, Operational and Urgent indents
and other important contracts and Educational/Trial/Development
orders.

Special watch will be kept on
(i) items of bulk purchase.
(ii) Educational and developmental orders.

-



147

(iii) Items on Production Schedules.

(iv) Urgent and Operational demands from Defence.

(v) Express and Works Programme indents from Rlys.

(vi) Critical items of requirements of Defence and P&T Deptt.
(vii) Any other items indicated for special chasing.

In order to enable the Prog. Wing through its Field Officers to
keep a special watch on the performance of firms on whom Educa-
tional/Trial/Developmental Orders have been placed the Supplies
Sections, should while sending copies of such orders to the Prog.
Wing, also bring this fact to their specific notice in a separate
covering note requesting them to progress the supplies actively.

[DGS&D U.O. No. CSIB/270(16)/1/58 dt. 8.11.58].

Further, to ensure prompt action, the Field Officers, after effec-
tive chasing will intimate to Director (Prog.) every week particu-
lars of such A/T where the deliveries are being delayed or held up
on account of one action or the other; ending on the part of the
Supplies Dtes. These cases will then be followed up either per-
sonally by the Prog. Officer concerned or brought to the notice of
Directors of Supplies for immediate action through a weekly letter,
duplicate copy of which will be returned by supplies Dtes. indicat-
ing the action taken.

In order to ensure that no A/T is left over, the Prog. Officers will
review the A/T cards periodically and bring to the notice of the
Supplies Section cases where no indication of Prog. of supply is
available in their record though the delivery period has expired.

(c) Expediting supply of raw-materials.

It is the primary responsibility of the Purchase Orgn. to ensure
timely supply of controlled raw materials and this function will be
discharged by the Prog. Wing. The Dy. Director (Progress) Calcutta
will assist the firms in early procurement of iron and steel, parti-
cularly, where in terms of the A/T supply is subject to receipt of
these raw materials. The supplies Section will, therefore, insert a
clause in all A/T for fabricated stores involving use of iron and steel
that the firm concerned should furnish a monthly statement regular-
ly to Dy. Director (Prog.) Calcutta on a prescribed proforma giving
complete particulars of the quota certificate, I&S Controller’s plan-
hing Note number and date. etc. Copies of forwarding memos of
Quota Certificates issued by the Steel and Rly. Cell as well as Pre-
Inspection Delay reports where fabrication is held up due to non-re-
Ceipt of raw material will also be endorsed to him. He will maintain
active and close liaison with the Iron and Steel controllers, Producers
and stockists and endeavour to arrange an even and adequate flow of
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raw materials to the production units so as to obtain continual and
optimum production. Where the requisite category of steel is not
produced in the country or the indigenous production is insufficient to
meet the requirements of the DGS&D fabricators, he will ensure that
necessary arrangements for import of steel are made by the 1&SC
without delay, unless where decided otherwise.

, (Office Order No. 135 dt. 11.11.55).

(d) Drawing upto of Periodical Schedule.

With a view to ensure that the available indigenous capacity in
respect of important stores in short supply requiring use of iron and
steel is utilised to the maximum and an equitable distributioh made
amongst the various indentors, Quarterly production Schedules will
be drawn up by the Prog. Wing for firms holding such contracts.
These Production Schedules, which will be based on the firm’s work-
ing capacity, availability of steel and the urgent requirements of the
various indentors, will drawn by the Prog. Officer of the Head-
quarters/Regions concerned, except where decided otherwise.

(e) i\&aintenance of Load statements.

Load Statements will be maintained in respect of all items of
fabricated stores on Running Contracts as well ad other important
stores in short supply. These statements will indicate the load on a
firm, their working capacity, the gty. delievered month by month etc.
These statements are intended to safeguard against the risk of over-
booking a firm for unreasonably long periods, as well as to inform
Supplies Wing of the capacity that is lying idle and which may with
advantage be utilised by them. As these statements indicate the
load on various firms, their performance and the available capacity,
Supplies Section must invariably consult them before deciding tenderg
so that deliveries materialise by the date the stores are required by
the indentor. The statements also serve as an index of the trend of
supply of various stores in short supply. Reasons for short-fall vis-a-
vis the anticipated deliveries will be investigated by the Prog. Wing
and necessary assistance where possible rendered to the firm on ex-
gratia basis. Where the performance of a firm is consistently bad
and they are unable to improve upon the delivery position despite

all reasonable assistance the matter shall be reported to Supply Wing
for taking suitable action.

(f) Intimation of Acceptance of Tender completed every month
1o Supplies Sections.

With a view to enable supplies Section and Finalisation Dte. to
initiate early action for regularisation of delivery period or finalisa-
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tion of prices in appropriate cases, Prog. Wing will forward a monthly
statement to Directors of Supplies showing particulars of A/T deli-
veries against which have been completed during the previous month.
Copies of these lists should also be endorsed to Registration Section
to enable them to keep their Performanc Cards uptodate.

(@) Performance of Firms against R/Cs. ‘

DY. Pitector (Statistics) will forward a copy of each drawal state-
ment on récelpt from the firm to Prog. Wing who will note down in
a card information regarding the total qty. outstanding at the begin-
ning of a month, the qty. ordered and supplied during the month
undeér report and balance outstanding. There will be a separate card
for each R/C and cases of unsatisfactory performance of firms shall
be brought to the notice of the Supplies Officers for suitable action.
Further in order to ensure timely renewal of the Rate and Running
Contracts, Progress Wing will send an advance intimation of the ex-
piry of the Rate and Running Contracts to Director of Supplies, nor-
mally' 3 to 4 months in advance of the date on which a particular
Rate and Running Contract is due to expire. Performance of firm’s
bolding Running contracts is also to be watched through load state-
ments in case of importance stores and items in short supply.

N.B: The above procedure shall normally apply for working at
Headquarters and will be followed mutatis-mutandis by the Regional

Progress Cells.

244. Watching of Progress of Works Programme demand— (i) Pre
A/T stage—The progress will be watched by the Works Programme
Dte. who would chase the Supplies Sections concerned in the case of
delay against each indent.

(ii) Post A/T stage—The Prog. Wing will take necessary action as
per para 243 (II) (b).

245, Procedure for Watching Coverage and progressing supply
against Forward Programme Demands— (i) Pre A/T stage—The Pro-
gress Wing will open an indent card on receipt of the duplicate copy
of the indent from the Central Idents section and note on it promi-
nently the date on which the indent should be brought forward for
procurement action on the basis of advice from Supply Sections. This
date will be decided by the Supplies Sections, with the approval of
the competent authority and intimated to the Prog. Wing vide para-
graph 86(5). Even though the responsibility for initiating procure-
ment action at the appropriate date will rest on the Supplies Section
concerned, the Progress Wing will also keep a careful watch on such
indents. If action is not initiated by the Supplies Section on the date
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fixed, the Prog. Wing will bring it to the notice to the Director of
Supplies concerned.

(ii) Post A/T stage—The same procedure as laid down in para-
graph 243 (II) (d) will be followed.,

246. Routing of documents to Stafistical Dte—Supplies Sections
and Regional Supply Organisations will forward documents like
copies of A/T,S/Orders, Rate and Kunning Contracts and amend-
ments thereto to the Statistical Branch for their use and record and
copies will be sent separately fo the Progress Wing for the purpese
of progressing.

These will be sent to the Dy. Director of Statistics under covering
letter form ‘C’ in duplicate. One copy will be retained by Statistical
Branch and the other will be returned to the Section concerned ack-
nowledging receipt of documents enclosed therewith.

(Routine Note No. 27 dt. 10.5.56).

In the Headquarters Office copies of Inspection Notes will be
passed on, by the Central Receipts Section to the Progress Wing and
not to the Statistical Branch or the Supplies Sections direct. The
Progress Wing will pass the Inspection Notes to the Statistical
Branch on Form ‘C’ after noting the deliveries etc. in the Progress
Cards.

To ensure against loss of any Inspection Note intransit, Progress
Wing will allot a Serial number to each Inspection Note before
passing the same on to the Statistical Branch. These serial num-
bers will be mentioned by the Progress Wing in the forwarding
memos. (Form ‘C’) under which they will be sent. The Inspection
Notes will be returned by the Statistical Branch direct to the Sup-
plies Section concerned after extracting necessary information
required for their statistical data.

The forwarding memo in Form ‘C' as described above will be
prepared by Progress Wing or the Regional Office and sent to the
Statistical Branch in duplicate. The Statistical Branch will sign
one copy of the forwarding Memo in token of having received the
documents forwarded and return it to the Progress Wing.

(D.G.S.&D. Office Order No. 8(CDN Series), dated 12-8-51 on file
No. CS-1(A)/11(233)/1 and Office Order No. 5(CDN Senes), dated
18-3-1952 on file No. CS-I(A3/II(215)/1.)

Regional Supplies Organisations will NOT pass on to the Statisti-
cal Branch the copies of Inspection Notes received in respect of
orders placed by them. They will, instead, prepare an extract of
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each Inspection Note (as per stadard form prescribed for the
purpose) and pass the same on to the Statistical Branch at
Headcuarters.

(D.G.1.&.S. Office Order No. 34(CDN Series), dated 30-8-46).

247, Reporting Progress of supplies against orders by the:
Inspectorate:—

In order to enable the Inspectorates to keep the Supplies th.cet"g
informed of the delivery position against orders placed by them, a
system of ‘Pre-Inspection Delay Reports’ has been introduced.
Inspectorates under the Deputy Director General (Inspection) as
well as those of the Ministry of Defence will, where required to do
so, watch progress of supplies and furnish Pre-Inspection Delay
Reports directly to the Progress Wing of this Directorate General in
cases of anticipated delays against orders the inspection of which is
their responsibility. = After noting the position in the Cards, the
Progress Wing will pass on the pre-inspection delay report to the
Supplies section concerned for further necessary action. Where the
Supply is held up for want of raw materials, a copy of such report
should be sent direct to the Deputy Director (Progress), Calcutta
for necessary action,

Since it is not possible for the Inspection Organisation of this
Directorate General to undertake the watching of deliveries and
issue of pre-Inspection Delay Reports in respect of each and every
order, Supplies Officers are required to use their discretion and
instruct the Inspectorates in all important orders, i.e. orders that
are likely to present difficulties in manufacture and consequent
delay in supply or where delay in supply will have serious reper-
cussions in the services to be rendered to the Community to watch
deliveries and issue pre-Inspection Delay Reports.

The following procedure will be observed in future:—

(i) A suitable clause will be inserted in all Acceptances of
‘Tender and Supply Orders issued in respect of Defence Services
indents providing for the inspector concerned to furnish pre-Inspec-
tion Delay Reports from time to time directly to the Progress will
of this Directorate General.

(ii) In respect of Acceptances of Tender and Supply Orders
Placed against all other indentors a suitable clause will be inserted
in the Acceptances of Tender or Supply Orders irrespective of the
value where the stores are gpecially manufactured items to Govern-
ment requirements or specifications and developmental items or
where in the opinion of the Supplies Officers the nature of Stores
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~ordered, the manufacturer and urgency of the indentor’'s require-
.ments are such that a provision of pre-Inspection delay reports

would be advisable.

(iif) Pre-Inspection Delay Reports need not ordinarily be called
for other articles i.e. readily available articles manufactured for the
-trade including Government requirements even though the value of
.such orders may exceed Rs, 25,000. However, such reports will be
-called for against all categories of storés in which deliveries are
not likely to be effected towards the end of the financial year, where
the Accéptance of Tender provides for completion of supply within

“the financial year.

(Office Order No. 111, dated 15-9-55).

In the case of Non-departmental orders, ie. orders placed
-directly by indentors (e.g. Railways, State Governments, Munici-
palities, Port Trusts, etc.) and not through the agency of this Direc-
torate General and in respect of which the inspection only is
entrusted to this organisation, it will be for the Inspectorate con-
-cerned to decide in consultation with the Inspection Wing at Head-
quarters and Indenting Department as to whether Pre-inspection
-delay reports should be issued.

(Based on D.G.1.&S. Office Order No. 46 (CDN: Series) dated
9-12-47—F'ile No. CS-1-604 & DGS&D Routine Note No. 1437 Part
I, dated 17-4-52).

248. Preparation and issue of pre-Inspection Delay Reports—(i)
For orders bther than those against Defence Services demands.—The
‘Forms will be printed in two colours of papers, viz;—

(a) those printed on white paper for reporting on Depart-
mental orders.

(b) those printed on light pink paper for reporting on Non-
departmental orders.

A certain quantity of forms of both these colours will have a red
diagonal strip marked on them. These specially niarked forms will
be used by the Inspectorates for reporting on orders (departmental
-or non-departmental) placed against demands for the Railways.

Copies of Pre-inspection Delay Reports against Departmental
“Orders will be prepared and distributed as follows :—
1, One copy for record, .
2. One copy for the Supplies Officers concerned through the
Progress Wing of the Directorate General or its Regional
Office concerned.
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3. One copy to the Indentor (if in India).
4. One copy to the consignee (if different from the Indentor).

5. One copy to Deputy Director (Progress) Calcutta, where
raw material is to be obtained.

In the case of Non-Departmental Orders the report will be made
by the Inspectorate direct to the authority which asked for the
inspection to be carried out. No copy will be endorsed to the
Directorate General of Supplies and Disposals. N

The Inspector should show in column 3 of the report when the
next report can be expected, having regard to the supply position
existing at the time, If he considers that having regard to the satis-
factory supply position no further report is called for he should
indicate accordingly. Should, however, the Inspector finds subse-
quently that due to unforeseen developments some delay in supply
is likely to occur, he should again commence submitting reports,

(Based on D.G.1.&.S. Office Order No. 46/(CDN Series) dated
8-12-47—File No, CS-1-604).

(ii) For orders against Defence Services Demands:—A form
similar to the one used in the case of Non-Defence orders will be
used except that the forms for reporting on orders against Defence

Services demands will have a green strip printed diagonally across
the form. Each report on order against Defence Services demand

will indicate the date on which the next report will be issued.

-

The reports will be despatched by the Inspectors day to day as
soon as they are prepared. Copies will be distributed as indicated
on the form. One copy will also be endorsed to the Chief Liaison

Officer, Defence Services Liaison Cell.
[D.G.1.&S. Office Order No. 15(CDN Series) dated 13-11-50—F'ile
No. CS—I(A) /11 (215) /L]
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Sl Name of Agent Agency SL Name of Agent
N $ No. No. gen ont:y
DELHI—contd. 30. People’s Publishing
House, Rani Jhansi
21. Sat Narain & Sons. ?Vl“' Road, New Delhi . 7
Mohd, Ali Bazar,
Gate, Delbi . 3 31, TheUnijted Book Agency,
48, Amrit Kaur Mar-
22. AtmaRam & Sons, Kash- ket, Pnhar Gsn}, New
mere Gate, Delhi-6 9 Delhi . 18
23. J. M. Jaina & Brothers, 32. Hind Book House, 82,
Mori Gate, Delhi 1§ Janpath, New Delhi . 99
24. The Cent?nl Né:: Az“:;- 13. Bo:k:lnél‘;ﬁ Sar’léiNnnn-
s 23[90, naught a ntlwa
ﬁmﬁﬂew Delhi . 18 Camp,D :Ilyu v 1]
29. The English Book Store,
7-L, aught Circus, MANIPUR
New Delhj . . 20
34, Shri N. Chaoba Singh,
26, Lakshmi Book Store, 42, News Agent, Ramlal
Munijcipal  Market, Paul High School
Janpath, New Delhi, 23 Annex, Imphal . . 77
27. BahreeBrothers, 188, Laj-
patrai Market, Delhi-6 a7
AGENTS IN FOREIGN
28. Jayana Book Depot Ch.— COUNTRIES
Epuwaln Kuan, k
agh, New Delhi 66  335. The Secretary, Establish-
ment Department, The
29, Oxford Book& Stationery High Commission of
Company, Scindia Ho- India, India House,
use, Connatght Place, Aldwych, LON'DON,
New Delhi-1 . 68 Co=—2 ,
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