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INTRODUCTION

I, thc Chairman, Committcc on Public Undcrtakings having been
authoriscd by the Committce to submit the Rcport on their behalf, prescnt
this Thirticth Rcport on Action Taken by Government on the rccommen-
dations containcd in the Twenty-Third Report of the Committee on Public
Undcrtakings (Tenth Lok Sabha) on Statec Trading Corporation of India
Limitcd—Import of Newsprint.

2. The Twenty-Third Report of the Committee on Public Undcrtakings
(1992-93) was prescnted to Lok Sabha on 30th April, 1993. Replics of the
Government to all the rccommendations contained in the Rcport were
reccived on 1st November, 1993. The replics of Government were
considcred by the Action Takcn Sub-Committce of thc Committce on
Public Undcrtakings on 10th Fcbruary, 1994. The Committce also consi-
dcrcd and adopted this Report at their sitting held on 10th February, 1994,

3. An analysis of the action takcn by Government on the rccommcenda-
tions contained in thc Twenty-Third Report (1992-93) of the Committce is
given in Appendix 11.

New Deuiu; VILAS MUTTEMWAR,
March 1, 1994 Chairman,
Phalguna 10, 1915 (Saka) Committee on Public Undertakings.
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CHAPTER 1

REPORT

The Rcport of the Committec dcals with the action taken by Govern-
mcnt on the Rccommendations contained in the Twenty-Third
Report (Tenth Lok Sabha) of the Committee on Public Undcrtakings on
Statc Trading Corporation of India Ltd.—Import of Ncwsprint which was
prescntcd to Lok Sabha on 30th April, 1993.

2. Action Taken notes have becn received from Government in respect
of all 13 rccommendations contained in the Rcport. These have been
catcgorised as follows:—

(i) Recommendations/observations that have been accepted by Govern-
ment
Sl. Nos. 1, 2-3, 4.5, 6, 7 and 8.

(i1) Recommendations/observations which the Commitiee do not desire
to pursue in view of Government's replies
Sl. No. 9.

(iii) Recommendations/observations in respect of which replies of
Government have not been accepted by the Committee
SI. Nos. 10, 11-12.

(iv) Recommendations/observations in respect of which final replies of
Government are still awaited.
Sl. No. 13.

3. The Committee desire that the final reply in respect of recommenda-
tion at Serial No. 13 for which only interim reply has been given by
Government should be furnished to the Committee expeditiously.

4. The Committcc will now dcal with the action taken by Government
on somc¢ of thcir recommcndations.

A. Probe into Universal Case
(Recommendation Sr. Nos. 2-3 and 4-5)

S. The Committce had noticed that in onc of the cascs, STC entered
into a contract with Universal Paper Export Co., Canada initially on
30.3.1991 for supply of 5000 MTs of glazed ncwsprint and again on
15.5.1991 for supply of another 5000 MTs glazed ncwsprint. The first stage
results of samples of the first consignment of about 2300 MTs of glazed
ncwsprint tested in the dcpartmental laboratory in the Bombay Custom
Housc was satisfactory. Customs however issucd a show causc notice to
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STC on the basis of subsequent test results of samples sent to the three
laboratories which indicated that the goods did not tally with the
declarations made in the Bills of Entry. At this stage STC abandoned the
consignment. The retests conducted on the dircction of Bombay High
Court at supplicr's intervention however revcaled that the consignment
conformcd to the dcclarations made. STC still maintaincd their original
decision to abandon the goods. The total cost involved in this casc taking
into account all demands of the supplicr was stated to bc approx.
Rs. 20 crores.

The Committce were shocked to find that the dccision taken by the
Chairman & Managing Director of STC to abandon the goods supplicd by
Universal Company was not preccdcd by any systcmatic cvaluation of the
commercial and legal implications of all thc options availablc to STC.
While bringing out the failurc on the part of thc CMD to excrcisc carc and
caution in dcciding the course of action, thc Committce had cxpresscd the
vicw that thc CMD bcing hcad of the Institution and responsiblc for taking
all important dccisions himsclf was to bc blamed. The Committce were
surpriscd to noticc that STC did not think it proper though there was a
valid ground for STC to contest the show causc noticc and to get retest of
samples donc by the customs. According to thc Ministry of Commcrce
also, the case suffcred because of gross administrative negligence on the
part of STC which acted in a totally irrcsponsible and unprofcssional
maancr.

Besides, the Committee had also cxpressed distress at the role_played by
thc thrce laboratorics in this casc viz. (i) Central Rcvenuc Control
Laboratory, Ncw Dclhi, (ii) Indian Institutc of Packaging, Bombay and
(iii) Central Paper and Pulp Rescarch Institute, Saharanpur. All the three
laboratorics initially rcported that thc samples tested by them did not
conform to thc declarations made in the Bill of Entry. However, when
samplcs were sent again for retesting all the three laboratorics surprisingly
indicatcd that thc goods conform to the spccifications.

According to the Committce this was a fit casc—which rcquircd a
thorough probc to be made into the various aspects of the casc without
further loss of time. They, thercfore, had recommended that the matter be
referred to CBI and they be intimated of the fact of such reference within
3 wecks from the date of prescntation of this Report.

6. In their reply, the Government have stated that in view of the
divergent opinions expresscd within STC and the conflicting test reports of
the laboratorics, STC took a commcrcial decision to abandon the goods.
Howecver, as a result of the review of the case conducted in the Ministry of
Commcrece, it had been noticed that the casc had suffcred because of gross
administrative ncgligence.

After considering the rccommendation of the Committcc on
Public Undcrtakings for rcferring the matter to CBI, the casc was referred
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to CBI on 21st June, 1993 by the Ministry of Commerce for a thorough
probe into the deal by STC with M/s. Universal Paper Export Company
Ltd., Canada. Further necessary action for idcntification of lapse(s) and
the level(s) at which such lapsc(s), if any, were committed, would be
possible only after the receipt of the CBI report. In view of this, the
findings of CBI need to be awaitcd before arriving at final conclusion in
the case.

7. While noting that pursuant to the Committee’s recommendation
Government have referred the case to CBI for a thorough probe, the
Committee regret to flnd that no mention has been made about the
Committee’s recommendation of enquiring into the reasons for contradic-
tory test reports from the three laboratories of the Department of Revenue.
They expect the replies to their recommendation to be complete and
expressed in unambiguous terms. The Committee, therefore, desire that the
probe by CBI must also uncover the dubious role played by the three
laboratories. They also desire that Government should urge the CBI to
expeditiously complete their investigations into this as well as other cases
pointed out by the Committee in their ‘earligr Report. The Cogpnmittee would
await the report of the CBI and desire that they be apprised of the results
of the CBI enquiry as well as the action taken by the Government thereon.

B. Role of Government Directors
(Recommendation Sr. No. 10)

8. The Committce had pointed out that no cognizance of the universal
casc was taken by the Commerce Ministry's representative on the Board in
thc wake of the controversies surrounding the case and no dctailed review
of all the aspccts of the transaction was undcrtakcn by the Ministry inspite
of gross administrative negligence on the part of CMD of STC. The
Committce had, thercfore, held that thc Government Directors in the
Board of STC were not discharging thcir role effectively. It was their
specific responsibility to effectively act as the cycs, cars and hands of the
Government, keep a close watch on the performance of the undertaking
and ensure timely corrective stcps when and where called for.

9. In their reply, the Government have stated that as far as the
Universal case was concerncd, the matter was taken cognizance for the
first time in May, 1992 when the Canadian High Commissioncr met the
then Commerce Minister in this regard. Subscquently, the Joint Sccretary,
administratively concerned with STC held discussion on somc of the issucs
involved in this case at a mccting held on 17.9.1992 and this Ministry came
to the conclusion that STC had acted in an unprofessional manncr in this
casc and accordingly spccific advice was given to STC in October and
November, 1992. Prior to this, the issuc had ncver been placed before the
Board of Dircctors of STC and hence the question of Government
Dircctors initiating corrcctive mcasurcs did not arisc. The issue was
discussed in the Board meeting of STC for the first timc on 15.1.1993 and
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further dcliberated in the mecting held on 17.3.1993 and it was considcred
appropriate for STC to rcopen the dialoguc with the Company. Pursuant
to it, a mecting of the rcpresentatives of the forcign party and STC was
held on 12.5.1993 to discuss the issuc. Subscquently, STC received a letter
from MA. Universal in which the Company rcitcrated the claim for not
only the value of goods but intcrest and other claims also. STC in its reply
of 22nd July, 1993 to the party has intcr-alia denicd their lability, financial
or othcrwise in rcgard to the contract.

Accordingly it would be secn that there was no failurc on the part of the
Government Dircctors or the Ministry in discharging their responsibility
whilc dcaling with this issuc.

10. It is disquieting to note from the Government’s reply that Govern-
ment took congnizance of the Universal case for the first time only in
May 1992 only when the Canadian High Commissioner met the then
Commerce Minister in this regard while the same became much controver-
sial as early as June 1991. The Committee are dismayed to note further,that
this issue was discussed by STC Board for the first time only in January,
1993. The Committee are at a loss to understand how despite these facts
revealed by Government themselves, the Government are claiming that
there was no failure on the part of Government Directors on STC Board or
the Ministry in discharging their responsibility. The Committee, therefore,
desire that Government should frame and issue some guidelinesdirections to
their representatives on the Board of Directors of all Public Undertakings to
be more vigilant and act swiftly more particularly in such cases which are
or become controversial in nature. The Committee would also like to be
apprised of the action taken by the Government towards implementation of
this recommendation.

C. Seulement of Afnan Case
(Recommendation Sr. Nos. 11-12)

11. The Committce’s cxamination had rcvealed thut M/s. Afnan
Exports had bcen cnrolled as associated supplicrs of STC and an
agreement was signed on 13.12.91 for cxport of 500 tonnes of Alphonso
mangocs. STC, however, failed to honour the contract on the plca that
M7/s. Afnan could supply only 2.5 tonnes (two and half tonncs) of
Alphonso mangocs and M /s. Afnan was unablc to supply cven the initial
trial consignments in conformity with the rcquired standard and quality.
M/s. Afnan madc a claim of Rs. 1.55 crores. Following STC's rcfusal to
admit this claim M /s. Afnan had been pleading for arbitration of the case
for scttlement. The Committee in this conncction had referred to their
rccommendation made in the Ninth Recport (1992-93) on ‘Litigation
pending for scttiement in Public Undcrtakings' whercin the Committee had
rccommendced that in all cxisting contracts / agrcements where there is no
clausc for arbitration, the arbitration should be decmed to cxist and that in
all such cases the dispute should be rcferred to Indian Council of
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Arbitration for conciliation / ncgotiation within a pcriod of onc month
failing which the same be referred to arbitration by the Indian Council of
Arbitration for making an award within a period of six to ninc months
unlcss the contract / agreement cxpressly prohibits recourse to reconcilia-
tion or arbitration. The Committcc had, therefore, desired that the dispute
rcgarding M /s. Afnan Exports should also be settled first by ncgotiation
as was dirccted by the then Minister of Commerce in Junc, 1991 failing
which it be referred to Indian Council of Arbitration where eminent
Judges / Jurists arc on the pancl.

12. In their reply, the Government have statcd that the matter has been
considcred further by the Government and STC has been advised to give
anothcr opportunity to M/s. Afnan Exports to filc the dctails of their
claims rcgarding damagces which can be scrutinised by STC for out-of-court
sctticment, if possible. The Committce would be appriscd of the action
taken by STC in this regard in duc course of time.

13. The Committee regret to note that Government have still not taken a
final decision in the matter. The Committee are further constrained to
observe that Government did not take cognizance of the Committee’s earlier
recommendation made in the Ninth Report (1992-93) om ‘Litigations
pending for settlement in Public Undertakings® in this regard and that no
valid and convincing grounds for not implementing the recommendations of
the Committee have been put forth by the Government. The reply furnished
by Government creates an Impression in the Committee’s mind that
Government have reservations even with regard to the recommendations
contuined in both the Ninth and Twenty-Third Reports of the Committee.
The Committee expect Government to implement their recommendations in
their true letter and spirit. The Committee need hardly stress that the
Government should take steps expeditiously to refer the case of
M/s. Afnan Exports to arbitration so as to resolve the dispute.

D. Prosecution of Officials in Haria case
(Recommendation Sr. No. 13)

14. The Committec on Public Undcrtakings (1989-9%) had obscrved that
inspitc of vigilancc findings that unduc favours wcrc shown 1o
M/s. Haria Exports no action had bcen taken against any of the dcaling
officers of STC. The CBI which investigated this casc obscrved i its
report dated 29.6.92 that there was sufficicnt matcrial for launching
prosccution against six managcrs and dcpartmental action against two
officials in respect of M/s. Haria Exports. STC however appcarcd to be
scuttling the casc by taking a stand that there were not sufficicnt reasons to
sanction prosccution of thcsc managers on the basis of the cvidence
collected by the CBI. The Committce felt that the top hicrarchy of STC
was trying to shicld the corrupt officials by thwarting prosccution against
the latter for whatever reasons. They had urged that no time should be lost
in taking prosccution procccdings against thosc found guilty by CBI and
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suitablc departmental action should be taken against the other officers also
immcdiatcly.

15. In their rcply, the Government have statcd that the report of CBI in
this casc was reccived by STC in Junc, 1992 rcquesting for sanction of
prosccution against STC officials involved in this casc. After examining the
CBI report in consultation with its Legal Division, STC opincd that there
was no substance in the allegation and convcyed its view to CBI duly
informing CVC. In Fcbruary, 1993 CBI adviscd STC to refer the case to
the Ministry of Law for further advice as the decision was taken by CBI in
consultation with that Ministry. In May, 1993 STC inter-alia suggested to
CBI that the case alongwith all relevant documents / cvidence could be
discusscd, if CBI was not satisficd with STC's vicw point. It was also
mcntioncd by STC that the Ministry of Law would not cntcrtain any dircct
reference from it. Subsequently, CBI has taken up the matter with CVC in
August, 1993 rcquesting them to communicate their clear advice to them in
the matter which is still awaited.

16. The Commiittee are dismayed that despite CBI findings Government
have not launched prosecution of guilty STC officials and legal/procedural
hurdles are now being raised by STC. The reply of the Government also
does not specify as to what facts led them now to arrive at the decision that
there was no substance in the earlier allegations against STC officers unduly
favouring M /s. Haria Exports which have already been substantiated by
CBI in their findings. The Committee desire that the advice of CVC /Law
Ministry if necessary should be obtained expeditiously in order to initiate
suitable action against the guilty officers. They would also like to be
apprised of the action taken in this matter at the earliest,



CHAPTER 11

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED
BY GOVERNMENT

Recommendation Serial No. 1

The Committce’s cxamination of import of newsprint by STC has
revealed gross administrative negligence, grave irrcgularitics, serious lapses
and malpractices in the purchase of newsprint from forcign supplicrs.
Contracts of ncwsprint purchases regarding few such cases are dealt with in
the succceding paragraphs.

Reply of the Government
While noting the recommendation for guidance being of gencral nature,
STC has been advised to cvolve appropriate internal proccdures to avoid
such lapses/irregularitics in futurc.
[Ministry of Commcrce, O.M. No. 14/5/92-FT(ST). dated 29.10.93]
Recommendation Serial Nos. 2 & 3

In onc casc, STC cntered into a contract with Universal Paper Export
Co., Canada initially on 30.3.91 for supply of S000 MTs of glazed
newsprint and again on 15.5.91 for supply of another 5.000 MTs glazed
newsprint. The first consignment of about 2,300 MTs of glazed newsprint
supplicd by the Universal Co. arrived at Bombay Port on 12.6.91. The first
stage results of samples tested in the departmental laboratory in the
Bombay Customs Housc was satisfactory. Customs however issucd a show
causc noticc to STC on the basis of subscquent test results of samples sent
to the three laboratorics which indicated that the goods did not tally with
the declarations madc in the Bills of Entry. At this stage STC abandoncd
the consignment. The retests conducted on the direction of Bombay High
Court at supplicr's intervention however revealed that the consignment
conformed to the dcclarations made. Even at this stage STC maintained
their original dccision to abandon the goods. The total cost involved in this
casc taking into account all demands of the supplicr is stated to be approx.
Rs. 20 crores. The Committce arc distressed to find that handling of this
casc by various organisations lcft much to be desired.

The Committce arc shocked to find that the dccision taken by the
Chairman & Managing Dircctor of STC to abandon the goods supplicd by
Universal Co. was not preceded by any systematic cvaluation of the
commercial and lcgal implications of all the options available to STC. The
Committee arc distressed that there was failure on the part of the CMD to

7
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place this matter before the Board of Dircctors and to obtain its decision
in a casc such as this which involves not only crorcs of rupces but the
image of thc country as well. The circumstances of this casc indicated
below clearly shows that there was unmistakablc failurc on the part of the
CMD to cxercisc carc and caution in deciding the coursc of action.

— The fact that STC was satisficd about thc corrcctness of the
spccifications containcd in the preshipment inspection ccrtificate
of SGS who was an intcrnationally rcputcd agency.

— Substantial low pricc of the glazed ncwsprint supplicd by the
Universal Co. to break the cartel which had been cxisting for
long.

— Non-clcarance of the matcerial under provisional duty bond-cven
aftcr thc opinion of the solicitor Shri Pochkhanwalla, who had
opincd in clcar terms that cven if PDB is furnished STC, still had,
the option to contest the casc before the appcllate authority in
customs, failing which they could also go to the Supreme Court.

— STC's knowlcdge about rival supplicrs’ motivated publicity cam-
paign in thc national press having lost the captive markcet.

— The vicw of STC's Counscl that abandoning thc goods will be
burning the bridges and that automatically docs not absolvc STC
from thc liability. -

— That the newsprint supplicd by Universal could not in any case be
the expensive Light Weight Coated paper at the price at which
STC had contracted the ncwsprint.

The Committee arc surpriscd to notice that STC did not think it proper
though there was a valid ground for STC to contest the show cause notice
and to get retest of samples done by the customs.

According to the Ministry of Commcrce also, the casc suffered because
of gross administrative ncgligence on the part of STC which acted in a
totally irrespansible and unprofcssional manncr, The Committec arc in
agrecement with the Ministry that by incfficicnt handling of the case STC
has not only brought upon itsclf considcrable financial loss but also
discredit to the country. In Committee's view the CMD being head of the
Institution and responsible for taking all important decisions himsclf is to
be blamed. They do not appreciate the shifting of the burden on his part
on to the officers who arc junior 1o him. The Committec arc of the firm
vicw that safc-guarding the commercial interests of public scctor undertak-
ing is the prime responsibility of the Chief Exccutive and any pcrson who
fails 10 discharge his dutics in this rcgard has no moral right to continuc
and morc so when it is a commercial undertaking like STC.



Reply of the Government

In view of the divergent opinions cxpressed withink STC and the
conflicting tcst reports of the laboratorics, STC took a commercial dccision
to abandon thc goods. However, as a result of the revicw of the casc
conducted in the Ministry of Commcrce, it had been noticed that the casc
had suffcred because of gross administrative ncgligence. The matter has
alrcady been referred to CBI for a thorough probe, which would no doubt
unravel the curious course of cvents of the casc. In view of this, the
findings of CBI nced to be awaitcd before arriving at a final conclusion in
the casc.

[Ministry of Commerce, O.M. No. 14/5/92-FT (ST), dated 29.10.93)
Comments of the Committee
(Plcasc see Paragraph No. 7 of Chapter I of the Rcport)
Recommendation Serial Nos. 4 & §

The Committce arc also distressed at the role played by the threc
laboratorics in this casc viz. (1) Central Revenue Control Laboratory, New
Delhi (i) Indian Institute of Packaging. Bombay and (iii) Central Paper
and Pulp Recescarch Institute, Saharanpur. All the three laboratorics
initially reported that the samples tested by them did not conform to the
declarations madc in the Bill of Entry. When samples were sent again for
retesting all the three laboratories surprisingly indicated that the goods
confrom to the specifications. Considering the test results at the first, third
and fourth stages the Committee can not but conclude that there appeared
to be a definite bias in the initial test reports of these laboratorics reasons
for which arc not known. What dismays the Committee is that the Ministry
of Finance (Deptt. of Revenue) have also not thought it fit to cnquire into
the rcasons for contradictory test reports of these three laboratorics inspite
of the fact that their original test reports necessitated scizure of cargo with
“evitable conscquences.

The Customs and the Deptt. of Revenue have also not acquitted
themsclves creditably. It is regrettable that the credentials of the informer
was not verified nor the information provided by him properly ascertained
by the different wings of customs. The Revenue Scerctary was frank
cnough to admit that there was lack of coordination in this regard.
Evidently, sufficicnt carc and caution was not cxercised nor the common
sense used by the Deptt. of Revenue in this case even when the facts and
circumstances of import of ncwsprint from Universal Co. were appriscd by
STC. The Committee find that this is a fit casc which require a thorough
probe to be madc into the various aspects of the case without further loss
of time. They recommend that the matter be referred to CBI and they be
intimated of the fact of such reference within 3 weeks from the date of
presentation of this Report.
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Reply of the Government

Aftcr considcring the rccommendation of the Committec on Public
Undertakings for referring the matter to CBI, the casc was referred to CBI
on 21st June, 1993 by the Ministry of Commerce for a thorough probe into
the dcal by STC with M/s. Universal Paper Export Co. Ltd. Canada.
Further nccessary action for identification of lapsc(s) and the lcvel(s) at
which such lapsc(s). if any, were committed, would be possible only after
the rcceipt of the CBI rcport.

[Ministry of Commerce, O.M. No. 14/5/92-Ft (ST), dated 29.10.93]
Comments of the Committee
(Plcasc see paragraph No. 7 of Chapter I of the Rcport)
Recommendation Serial No. 6

The Committee’s cxamination of import of ncwsprint from M’s. Mctcor
Papcrs Ltd. London has brought out startling disclosures. The supplicr had
deliberatcly misdcclared the origin of thc goods as that of Humgarian
instcad of Romanian thercby causing misusc of forcign cxchange to the
cxtent of as much as over US $ onc million. That the STC had not cared to
verify the mill of origin before accepting the newsprint of JHungarian origin
indicates not only the scrious lapsc on the part of STC but also collusion
with thc supplicr. The manufacturer’s certificates purportedly issucd by
M/s. Lignimpex were bogus and forged. The Committee notc that on
supplicrs’ dcfault to ship the quantity by the stipulated date, STC decided
to canccl the contract for unshipped quantitics and invoke the performance
bank guarantces of the supplicrs on 1.1.1991 amounting to US § 6.44 lakhs.

What is morc disappointing is that CMD mct the forcign supplicr at his
residence on 2.11.1991 (i.e. Holiday) and issucd.ordcrs that forfciture of
performance bank guarantce be deferred by four weeks and on Sunday the
instructions to this cffcct were scnt to the bank. No scnior officer from
Financc was consulted in this rcgard. Urgency for taking such an important
decision at his level without cven placing the same before the Board
spcaks for itsclf. Rclcase of payment was also ordered by CMD when
Dircctor (Finance) was away on tour for two days and it was only after
objcctions were raised by Director (Finance) and then Minister of
Commerce intervencd that the payment was stopped. The instructions in
the letter of Sccretary (Finance) were also ignorcd with impunity. The
Committee are constrained’ to obscrve that taking up such important
decisions at his lcvel without thc matter being placed before the Board
casts reflcction on the intent and motive of thc CMD. Besides, the arrcst
of Indian ship at ANTWERP (Bclgium) not only lowercd the prestige and
image of the country but also resulted in croding the credibility of STC as
an intcrnational trading housc. The Shipping Corporation of India got the
vesscl relcased on furnishing indemnity bond of US $ 5.13 million against
STC's bill valuc of US § 3.49 million. This nccessitated STC arriving at a
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commcrcial scttlement with the supplicr which STC did. The Committec
desire that the results of the CBI inquiry and action taken at cach stage be
intimatcd to thc Committce.

Reply of the Government

The rccommendation has been noted and the Committce on Public
Undcrtakings would be suitably apprised of the results of the CBI caquiry
as well as the action taken by the Government thereon at each stage after
the receipt of the report.

[Ministry of Commerce, O.M. No. 14/5/92-FT(ST), dated 29.10.93)
Recommendation Serial No. 7

The case rclating to import of newsprint from FINNPAP rcvcals grave
irrcgularitics and malpractices besides the irresponsibility exhibited by
those at the helm of affairs. There were manipulations in the tabulation of
tenders placed before Ncewsprint Purchasc Committee (NPC) on 16
Octaber, 1991. Apparcntly no control was cxercised to check the
correctness of information placed before the NPC. Nor did NPC bother
about the dctails of information placed beforc it. The FINNPAP was
shown chcaper by 31 cents as compared to the price of Kemmenyec. NPC
cxpectedly decided in favour of FINNPAP for supply of 9,000 MTs plus
5.000 MTs (optional) of glazcd ncwsprint. What irks thc Committce morc
was that the option clause in this casc was cxcrciscd on 30.12.91 with the
cxplicit knowledge of dcclining prices. The order placed on cxcrcising
option clausc was at the rate of US § 609 PMT as against the prevailing
markct rate of US $ 500 PMT. The cxtent of irrcsponsibility displayed by
thosc involved in this decision is not cxpccted from any quartcr.

The order placed with FINNPAP was subscquently cancclied. The
Committcc undcrstand that the CBI has rcgistcred a casc in this regard
and is investigating the matter. The Committec would like to be informed
of the outcome of the CBI investigation and thc action taken thercon.

Reply of the Government

The recommendation has been noted and thc Committce on Public
Undcrtakings would be suitably appriscd of the result of the CBI
investigation as well as the action taken thercon after the reccipt of the
CBI rcport.

[Ministry of Commerce, O.M. No. 14/582-FT(ST), datcd 29.10.93]
Recommendation Serial No. 8

The Committce find that in the casc rclating to M/s. Sukab also there
were scrious irrcgularitics such as failure to provide any contract for
counter trade although M/s. Sukab had given a guarantec to this cffect,
conversion of rupee contract into Dollar contract and pegging the
conversion to STC's disadvantage by ncarly 11%. The CBI is reportedly
cnquiring into this casc also.
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Reply of the Government

The recommendation has been noted. Since the matter is alrcady under
rcference to CBI, further nccessary action would be taken after the
availability of the findings of CBI and thc Committcc on Public
Undcrtakings would also be appriscd of the action taken thercon. Since
this rcfcrence was made by STC we nced to writc to them to kecep us
informcd of the progress of the CBI investigations.

[Ministry of Commerce, O.M. No. 14/5/92-FT(ST), datcd 29.10.93]



CHAPTER 1II

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES

Recommendation Serial No. 9

The Commiittee feel that without CMD's tacit concurrence most of the
shady dcals which have been highlighted by the Committce in this report
would not have fructificd at all.

Reply of the Government

In order to have fair, impartial & thorough cnquirics into thc various
commercial dcals entered into the STC for import of ncwsprint, these cascs
have alrcady been referred to CBI. In view of this, the findings of CBI
nced to be awaited before arriving at a final conclusion in such cascs. The
CBI investigation reports would reveal the magnitude of lapsc(s) as wcll as
the level(s) at which the lapses were committed. Necessary corrective
action would bc taken thereafter.

[Ministry of Commerce, O.M. No. 14/5/92-FT(ST), dated 29.10.93]
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CHAPTER 1V

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE
COMMITTEE

Recommendation Serial No. 10

The Committee are of the firm vicw that the Government Dircctors in
the Board of STC were not discharging their rolc cffcctively. It is their
specific responsibility to effectively act as the eycs, cars and hands of the
Government, kcep a close watch on the performance of the undcrtaking
and ensure timely corrective stcps when and where called for. The
Committce arc disturbed to find that no cognizance of the casc was taken
by the Commerce Ministry's rcpresentative on the Board in the wakc’ of
the controversies surrounding the Universal Casc. No dctailed review of all
the aspects of the transaction was undcrtaken by the Ministry inspite of
gross administrative ncgligence on the part of CMD of STC. The
Committce expect Commerce Ministry and their representatives in STC's
Board not to be found wanting in the discharge of their dutics in futurc.

Reply of the Government

In so far thc Universal casc mcntioncd in the rccommendation is
conccrned, it is submitted that as alrcady intimated by thc Ministry of
Commcree in its carlicr written reply, the matter was taken cognizance for
the first time in May, 1992 when the Canadian High- Commissioner met the
then Commerce Minister in this regard. Subscquently, the Joint Sccretary,
administratively concerned with STC hcld discussions on some of thc issucs
involved in this casc at a mecting held on 17.9.1992 and this Ministry came
to the conclusion that STC had actcd in an unprofcssional manncer in this
casc and accordingly specific advice was given to STC in October, "92 and
November, "92. Prior to this, the issuc had ncver been placed before the
Board of Dircctors of STC and hcnce the question of Govt. Dircctors
initiating corrective mcasurcs did not arisc. Though the issuc was put up
beforc the STC Board in its two mcctings held on 10.12.1992 and
23.12.1992, but it was dcferred duc to certain administrative rcasons. The
issuc was discusscd in the Board mccting of STC for the first timec on
15.1.1993 and further dcliberated in the mecting held on 17.3.1993. While
taking a view that the issuc raiscd ought to be scttled within the terms of
the contract, it was considcred appropriate for STC to rcopen the dialogue
with Company. Pursuant to it, a mccting of the representatives of the
forcign party and STC was hcld on 12.5.1993 to discuss the issuc.

14
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Subscquently, STC received a Ictter from MA Universal in which the
Company rciterated the claim for not only the value of goods but interest
and other claims also. STC in its reply of 22nd July, 1993 to the party has
inter-alia denicd their liability, financial or otherwisc in rcgard to the
contract.

In view of the above position, it would be sccn that there was no failure
on the part of the Govt. Directors or the Ministry in discharging their
responsibility while dealing with this issue.

[Ministry of Commerce O.M. No. 14/592FT (ST) dated 29.10.93)
Comments of the Committee
(Plcase see Paragraph No. 10 of Chapter I of the Rcport)
Recommendation Serial Nos. 11 & 12

When the Committce was in the thick of thc cxamination of this sordid
affair rclating to import of ncwsprint by STC, suddcnly a ncws itcm
appcarcd in the press under the caption, “Will Antulay succced in
squeczing STC” making a reference to STC's contract with Ms Afnan
Exports for cxport of Alphonso mangocs. The Study Group which
considcred thc ncws item fclt that sincc the ncws itcm refetred to the
person of the Chairman, it in fact cast aspcrsion on the functioning of the
Committee as a whole. The mattcr was placed before the full Committec
which dccided unanimously to call for all the filcs and papers from STC
and Ministry of Commerce rclating to this coptract in order to asccrtain
the correctness of the facts of the news itcm which was almost defamatory
in nature. The Committee, on considcring all rclcvant fact and studying all
papers, documcnts and files reccived from STC and Commerce Ministry
came to the conclusion that it is a clcar casc which involves a question of
breach of privilege and thercfore, needs to be referred to the Committee
on privileges. However, the Committec felt that sincc thc name of the
Chairman of the Committee is involved, the Committee would rather drop
the idca to refer the matter to the Privileges Committce and be content
with showing their utmost displcasure on such pressurc tactics of STC.

The Committee's cxamination of this casc rcvcals that MA Afnan
Exports had been enrolled as associate supplicrs of STC and an agreement
was signed on 13.2.1991 for export of 500 tonncs of Alphonso mangocs.
STC, however, failed to honour the contract on the plca that Ms Afnan
could supply only 2.5 tonncs (two and half tonncs) of Alphonso mangocs
and MA Afnan was unable to supply cven the initial trial consignments in
conformity with the required standard and quality. The Committce,
howcver, find that the former Exccutive Dircctor of STC had informed the
then Commerce Minister that the packaging and quality of Alphonso
mangocs supplicd by M4 Afnan Exports were found to be cxcellent and to
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the satisfaction of foreign buyerstustomers. MA Afnan has since made a
claim of Rs. 1.55 crores. Following STC's rcfusal to admit this claim
MA Afnan has been pleading for arbitration of the casc for sctticment.
The Committee in this conncction refer to their reccommendation made in
the Ninth Report (1992-93) on ‘Litigation pcnding for sctticment in Public
Undertakings’ wherein the Committce had reccommended that in all
existing contractsagreements where there is no clause for arbitration, the
arbitration should be deemed to exist and that in all such cascs the dispute
should be referred to Indian Council of Arbitration for conciliation/
ncgotiation within a period of one month failing which thc same be
rcferred to arbitration by the Indian Council of Arbitration for making an
award within a period of six to nine months unless the contract/agrecment
expressly prohibits recourse to reconciliation or arbitration. The Commi-
ttee, therefore desire that the dispute regarding MA Afnan Exports should
be scttled first by negotiation as was directed by the then Minister of
Commerce in Junc, 1991 failing which it be referred to Indian Council of
Arbitration where eminent JudgesJurist arc on the pancl. The Committee
would like to be informed of thc action takcn in this rcgard withip a
month.

Reply of the Government

As desircd by the Committce, a rcply was scnt to thc Lok Sabha
Sccrctariat on 11.6.1993 explaining the position therein for information of
thc Committce on Public Undcrtakings. Howcver, thercafter the matter
has been considered further by the Government and STC has been advised
to give another opportunity to MA Afnan Exports to filc the details of
their claims regarding damages which can be scrutinised by STC for out-of-
court scttiement, if possible. The Commiticc on Public Undertakings
would be appriscd of the action taken by STC in this regard in duc coursc
of time.

[Ministry of Commerce O.M. No. 14592-FT(ST) datcd 29.10.1993]
Comments of the Committee
(Plcasc see Paragraph No. 13 of Chapter I of thc Rcport)



CHAPTER V

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES
OF GOVERNMENT ARE STILL AWAITED

Recommendation Serial No. 13

The Committce on Public Undcrtakings (1989-90) had obscrved that
inspitc of Vigilance findings that undue favours were shown to M/s Haria
Exports, no action had been taken against any of the dealing officers of
STC. The CBI which investigated this casc obscrved in its rcport dated
29.6.92 that there is sufficicnt matcrial for launching prosccution against
six managers and dcpartmental action against two officials in respect of
M4 Haria Exports. STC howcver appcars to be scuttling the casc by taking
a stand that there were not sufficicnt rcasons to sanction prosccution of
thcsc managers on the basis of the cvidence collected by the CBI. It
appcars to thc Committee that the top hicrarchy of STC is trying to shicld
the corrupt officials by thwarting prosccution against thc latter for
whatcver rcasons. The Commitice would urge that no time should be lost
in taking prosccution procccdings against thosc found guilty by CBI and
suitablc dcpartmental action should be taken against the other officers also
immcdiately.

Reply of the Government

The rcport of CBI in this casc was rcccived by STC in June, 1992
rcquesting for sanction of prosccution against STC officials involved in this
casc. As thc competent authority is requircd by law to satisfy itsclf that the
offcncc has been committed by the officials namcd beforc according
sanction for thc prosccution, STC consultcd its lcgal division. After
cxamining the CBI report in consultation with its Legal Division, STC
opincd that there was no substance in the allcgation and convéyed its vicws
to CBI duly informing CVC. In February, '93 CBI adviscd STC to rcfer
the casc to the Ministry of Law for furthcr advice as the decision in the
casc was taken by CBI in consultation with that Ministry. STC scnt a reply
to CBI in May, 1993 inter-alia suggcesting thercin that the casc alongwith all
rclevant documents/cvidence could be discusscd, if CBI was not satisficd
with STC's view point. It was also mentioned by STC thercin that the
Ministry of Law would not cntcrtain any dircct rcference from it
Subscquently, CBI has taken up the matter with CVC in August, 1993
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rcquesting them to communicate their clcar advice to them in the matter
which is still awaited.

[Ministry of Commecrce O.M. No. 14/5/92-FT(ST) datcd 29.10.93)

Comments of the Committee
(Plcase see paragraph No. 16 of Chapter I of thec Rcport)

New Deumn; VILAS MUTTEMWAR,
March, 1994 Chairman,
Committee on Public Undertakings.

Phalguna 10, 1915 (Saka)



APPENDIX 1

Minutes of the 22nd sitting of Committee on Public Undertakings held on

10th February, 1994

The Committce sat from 11.15 hrs. to 13.30 hrs.
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1.
2.

—SecmNounawN

Shri

Shn
Shri
Shri
Smt

PRESENT
V. Narayanasamy — In the Chair
MEMBERS

Basudeb Acharia
Ramcsh Chcennithala
Ram Sundcr Dass

. Saroj Dubcy

Prof. M. Kamson

Dr.

C. Silvcra

Kumari Pushpa Dcvi Singh

Shri
Shri
Shri

Smt
Shri

Pius Tirkey
M.A. Baby
Santosh Kumar Sahu

SECRETARIAT
. P.K. Sandhu — Deputy Secretary
P.K. Grovcr — Under Secretary

‘Orrice of THE COMPTROLLER & AUDITOR GENERAL OF INDIA

1. Shri C.K. Joscph, Dy. Comptroller & Auditor General

(Commercial)-cum-Chairman, Audit Board, New Delhi.

2. Shri Shailendra Pandcy, Principal Dircctor of Commercial Audit &

Mcmber Audit Board-II, New Delhi.

In thc abscnce of Chairman, the Committce chose Shri V. Nara-
yanasamy to act as Chairman for the sitting Undcr Rule” 258(3) of the
Rules of Procedurc and Conduct of Business in Lok Sabha.

I.  Consideration and Adoption of Draft Action Taken Report

2. The Committec considered the Draft Report on the Action Taken by
Govcrnment on the rccommendations contained in the 23rd Report of

* Officers of C&AG of India joined during Selection of Subjects and evidence of GAIL.
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Committec on Public Undertakings (1992-93) on Statc Trading Corpora-
tion of India Limitcd—Import of Ncwsprint and adoptcd the samc.

3. The Committce authoriscd thc Chairman to finalisc the Rcport on
the basis of factual verification by thc Ministry/Undcrtakings concerned
and to prescnt the same to Parliament.

1l. Selection of Subjects

‘. se L X [ X J (X ]

lll. Evidence of Representatives of Gas Authority of India Limited in
connection with Examination of GAIL

S. (1] L2 L2 L

The Commirtee then adjourned.



APPENDIX 1I
{Vide Para 3 of the Introduction)

Analysis of the Action Taken by Government on the recommendations
contained in the 23rd Report of the Committee on Public Underiakings
(Tenth Lok Sabha) on State Trading Corporation of India Ltd. — Import of

L
IL

Il

Iv.

Newsprint
Total number of recommendations

Recommendations that have been accepted by the
Government (Wide recommcndations at Sl. Nos. 2-3,
45,6, 7, and 8)

Perccntage to total’

Recommendations which the Committce do not
desirc to pursue in view of thc Government's replics
(Vide rccommendations af Sl. No. 9)

Pcrcentage to total

Rccommcendations in respect of which replics of
Government have not been accepted by the Commit-
tcc (Vide rccommendations at Sl. Nos. 10, 11-12)

Percentage to total

Recommendations in respect of which final replics of
Government are still awaited (Vide recommendations
at Sl. No. 13)

Pcrcentage to total
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13

8

61.53%

1.70%

23.07%

7.70%
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