
4 
National Textile Corporation Limited-
(i) Avoidable payment of commission of Rs. 148.80 
Lakhs due to appointment of agents for supplies to 
Defence & other Government Departments; and 
(ij) AvoidabJe Unproductive Expenditure of Rs. 1.41 
crores due to shut down of Boilers in Ajudhia Textile 
Mills of N.T.C. (DP&R) Limited. 

(MINISTRY OF TEXTILES) 



FOURTH REPORT 

COMMITTEE ON PUBLIC UNDERTAKINGS 
(1991-92) 

(TENTH LOK SABHA) 

NATIONAL TEXTILE CORPORATION LIMITED-
(i) A voidable payment of commission of Rs. 148~80 

lakhs due to appointment of agents for supplies to 
Defence & other Government Departments; and 

(ii) A voidable unproductive expenditure of Rs. 1.41 
crores due to shut down of boilers in Ajudhia 
Textile Mills of N.T.C. (DP&R) Limited. 

(MINISTRY OF TEXTILES) 

Presented to Lok Sabha and Laid in 
Rajya Sabha 011 12th March, 1992 

LOK SABHA SECRETARIAT 
NEW DEUlI 

March, 19921PlwlgwUl, 1913 (Saka) 



C.P.U. No. '" 

• 

Pri«: RI. 9.00 

o .. 

C 1992, LoK SABRA SECRETARIAT 

Published under Rule 382 of the Rules of Procedure and Conduct of 
Business in Lot Sabha (Seventh Edition) and printed by the Manapr, 
Photo Utho Unit, Government of India PreIs, Minto Road, 
New Delhi. 



'. Corrigenda to the 4th Report· of COfRmi ttee 
on Public Unde:takings (199l-S~) on 
National Textile~ Corporation Lim! ted. 

V 5 
7 1.25 
22 

Line 

3 
2 

14 

-
For -
Shifting 
Bharatri 
or 

Sifting 
Bharati 

of 



CONTENTS 

CoMPOSn'lON OF ~ CoMMITTEE 

INTllODUCJ1ON 

PART-I 
BACKGROUND ANALYSIS 

A. Avoidable payment of commission of RI. 148.80 lakhs due 
to Appointment of Agents for supplies to Defence & other 

PAGE 

(iii) 
(v) 

Government Departments. 1 
B. Avoidable unproductive expenditure of RI. 1.41 crorcs due 

to shut down of boilers in Ajudhia Textile Mills of NTC 
(DP&R) Limited. .; 13 

PAR'I'-I1 

ConclusionsIRecommendations of the Committee 
19 



COMMlTl'EE ON PUBLIC UNDERTAKINGS 
(1991-92) 

Shri A.R. Antulay 

Lok SabhD 

2. Shri Buudcb Acbaria 
3. Shri Chandulal Chandraku 
4. Shri Rudnuen Choudhary 
S. Shri Madan Lal Khurana 
6. Shri Peter G. Marbaniang 
7. Shri M.V. Chandrashekara Murthy 
8. Dr. P. VaDal Peruman 
9. Shri Piyus Tiraky 

10. Shri K.P. Unnikrisbnan 
11. Shri B. Raja Ravi Varma 
12. Shrimati Rita Verma 
13. Shri Sushil Chandra Verma 
14. Sbri V.S. Vijayaraghavan 
15. Shri Dcvendra Prasad ~adav 

Rajya Sabhll 

16. Shri Ashwani Kumar 
17. Sbri Ajit P.K. logi 
18. Sbri Mohinder Singh Lather 
19. Sbri Syed Sibley Razi 
20. Dr. G. Vijaya Moban Reddy 
21. Sbrimati Kamla Sinha 
22. Prof. Cbandrcsh P. Thakur 

SECRETARIAT 

1. Shri G .L. Batra - Additionlll Secreltlry 
2. Smt. P.K.. Sandhu - Deputy Secretary 
3. Shri T.R. Sharma - Under Secretary 

(iii) 



INTRODUCTION 

I, the Clrairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report on their behalf, 
present this Fourth Report on National Textile Corporation Ltd.- (i) 
Avoidable payment of commission of Rs. 148.80 lakhs due to Appointment 
of Agents for supplies to Defence and other Government Departments; 
and (ii) Avoidable unproductive expenditure of R,s. 1.41 crores due to shut 
down of boilers in Ajudhia Textile Mills of NTC (DP&R) Limited. 

2. The Committee's examination of the subject was mainly based on 
Audit Paras 23.1 &: 23.2 contained in the Report of the Comptroller & 
Auditor General of India. Union Government (Commercial) No.9 of 
1989. 

3. The Subject was examined by the Committee on Public Undertakings 
(1990-91). The Committee took evidence of the representatives of the 
National Textile Corporation Limited on 18 September, 1990 and 28 
November, 1990. The Committee also took evidence of the representatives 
of Ministry of Textiles on 8 February, 1991. The Committee, however, 
could not finalise their Report due to the dissolution of Ninth Lok Sabha 
:)n 13th March, 1991. 

4. The Committee on Public Undertakings (1991-92) considered and 
adopted the Report at their sitting held on 30 December, 1991. 

S. The Committee feel obliged to the Members of the Committee on 
Public Undertakings (1990-91) for tbe useful work done by them in taking 
evidence and shifting information which forms the basis of this Report. 
They would also like to place on record their appreciation for the valuable 
assistance rendered to them by the officials of the Lok Sabba Secretariat 
attached to tbe Committee. 

6. The Committee wish to express their thanks to the Ministry of 
Textiles and National Textile Corporation Ltd. for placing before them the 
material alld information they wanted in connection with examination of 
the subject. They also wish to tbank in particular the representatives of tbe 
Ministry of Textiles and National Textile Corporation Ltd. who appeared 
for evidence and assisted the Committee by placing their considered views 
before tbe Committee. 

1. The Committee also place on record tbeir appreciation of the 
assistance rendered by the Comptroller and Auditor General of India. 

NEwDEuu; 
10th March, 1992 

20th Phalguna, 1913 (Salca) 
(v) 

A.R. ANTULAY, 
Chairman, 

Committee on Public Undertakings. 



PART I 

BACKGROUND ANALYSIS 
1.1 The Audit Report of the Comptroller & Auditor General of India, 

Union Government (Commercial) No.9 of 1989 has brought out two audit 
observations on National Textile Corporation Ltd. namely: 

(i) Avoidable paymen' of commission of Rs. 148.80 lakhs due to 
Appointment of Agents for Supplies to Defence & other 
Government Departments. 

(ii) Avoidable unproductive expenditure of Rs. 1.41 crores due to shut 
down of boilers in Ajudhia Textile Mills of NTCJ~P&R)LimitCd. 

A. A voidable payment of Commission of Rs. 148.8tJ Lakhs due to 
Appointment of Agents for supplies to Defence & other Government 
Departments. 

1.2 According to instructions issued by Government and circulated by 
the NTC Limited (Holding Company) in August, 1982, no agents were to 
be engaged by NTC, in subsidiaries and Mills for the purpose of securing 
orders & supplies to Defence & other Government Departments either 
dir6ctly or through DGS&D. The Government directive stipulated that. 
agents already engaged should be discontinued immediately except where 
such arrangements were enforceable against the Corporation in a court of 
law. 

1.3 Audit has state~ that these directives of the Government were 
violated by Shri' Bharati Mills, Pondicherry, Shri Swadeshi Cotton Mills, 
Pondicherry which were under control of NTC (TN&P) Lt~!. & Panipat 
Woollen Mills, Kharar which was under the control of NTC (DP&R) Ltd. 
and commission of Rs. 148.80 lakhs was paid to the agents by the Mills. 
The details of these cases are as under:- ... 

(a) In September, 1984, a consultant located at Pondicherry offered .his 
services for segregation, grading and offering of olive green cloth 
supplied by the different Mills to the Defence department. His 
services were availed of by the Bharati Mills (TN&P) in October, 
1984 initially upto end of December, 1984. Subsequently .~js services 
were extended from time to time upto the end of Dcce!l~ber, 1986. 
The consultants were paid by the Mills a total .. Of 
Rs. 26.05 lakhs up to April, 1987 towards their service charges. 

(b) For supplies to DGS&D, the Swadeshi Cottom Mills, Pondi~herry 
bad appointed a firm. as service agents, in August, 1978 on a 
commission of 2% of the, value of Sales made to DGS&D. Though the 
Management dispcnsed wi:~ the services of the agents in September, 
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1982 they subsequently resumed operating through bim a~d the 
services were finally terminated in April, 1987 only. The 
Commission paid to tbe Agent tiU April, 1987 was Rs. 57.21 lakhs. 

(c) Panipat Woollen Mills Kharar, a unit of NTC(DPR). Ltd. continued 
to appoint intermediaries upto January, 1985 to wbom payments 
amounting to Rs. 4.62 lakhs were made during 1982-85. From 
February, 1985, the Mills appointed pre-inspection contractors. The 
total amount of pre-inspection charges paiddPring the period 1984-
85 to 1988-89 was RI. 60.92 lakhs. 

1.4 The Committee wanted to know as to what was the rationale behind 
the decision that no agents would be engaged by NTC(Ltd.) for the 
purpose of securing orders and' supplies to Defence and other Govt. 
Departments. The CMD. NTC(Ltd.) stated:-

"I have tried to the best of ability to focus on the various thoughts 
that have motivated the Government for taking tJle decision. I am 
sorry we are not able to exactly say what was the reason fot'this." 

1.5 In this connection the Ministry of Textiles informed the Committee 
in a written note that the system of appointment ~f Agents by the 
subsidiaries of NTC was reviewed by the Deptt. of Textiles during the year 
1982. On 13 August, 1982 discussions took place in the Chamber of the 
then Commerce Minister to review the system of appointment of Agents 
by NTC and a decision was taken that no intermediaries should be 
engaged in future by NTC and its subsidiaries or milJs...for purpose of 
securing orders and supplies to other govt-departments. Agents already 
engaged should be discontinued except where the contract is enforceable 
against the Corporation in a Court of Law. However, no formal minutes of 
the discussions which took place on 13th August, 1982 are on record. 
When asked to state the position in this regard, the Secretary, Ministry of 
Textiles stated during evidence:-

"We have nQthing on the file. We do not know what was discussed in 
the meeting. We do not ha"e even the minutes of the meeting. We 
are not in a position tQ say anything definite on the subject. It 
appears that the Minister had received a complaint and it was decided 
that it was not necessary to have agents because both tbe parties 
involved were the Government ones - on the one side the 
Government Company NTC and on the other side the Defence 
Ministry. " 

1.6 When asked to state as to when were the instructions iuued by the 
NTC (Ltd.) and what action was taken by them to implement the 
instructions given by the Government, the CMD, NTC (Ltd.) stated:-

"As a matter of fact, Govt. of India communicated the decision on 
18th August, 1982 and NTC as a holding company issued instructions 
to :various field units on the same date." 

1.7 He accepted that "certain lapses might bave taken place in due 
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fulfilment of these directions. But once these directions were given vanoUl 
subsidiaries raised this point in different forums. A correct decision could 
not be taken because of the delecate nature of the subject". 

1.8 On being asked whether this did not amount to violating the 
instructions of the Govt., the CMD stated!-

''There was no intention to violate Govt. order. These orders were 
L'Isucd in 1982. At that time many of the CMOs felt that it should be 
possible to have a rethiqking on the matter. They were also raising 
this matter repeatedly in every forum. In these two years aftcr I took 
over there were four to six meetings. Some of these meetings were 
chaired even by the Minister. All along the CMOs have been makiog 
this request and it is not as though they arc violating the Govt. order 
with impunity. We did Dot follow the order in the hope that therq 
would be some kind of change in the thinking." 

While clarifying his stand further on this issue he stated:-
"The Government order said that the existing system of inspection 
should continue. They took it as if the pre-inspection agents should 
continue." 

1.9 On being asked as to whether services of agents once terminated 
were resumed by the Mills and whether the Govt. was apprised and· orders 
were obtained for continUing with their services, NTC (Ltd.) in the written 
reply to the Committee stated that in the case of Swadesbi Mills there is 
nothing on record to show that such orders were taken from the Ministry . . 

1.10 On being asked if NTC (Ltd.) ever enquired into the matter as to 
why the subsidiaries and the MiUs did not follow the orders and fix any 
responsibility. CMO, NTC (Ltd.) stated, "I most humbly submit that 
ccrtain lapses and delays have occured and 1 wiu conduct an enquiry." 

1.11 The Secretary, Ministry of Textiles stated in this regard as 
follows:-

"The agents are of two types-one is the service agent and the other 
is the pre-inspection contractor. The Ministry was expecting that 
services agents would be dispensed with because those agents were 
keeping a watch over tenders and process of the orders, ensure the 
despatch of orders and also collect payments. This was what the 
Ministry wanted to be discontinued; but another letter of December, 
1983 said you follow the inspection procedure prescribed under 
OGS&O contract. The DGS&D contract envisages pre-supply 
inspection. So actually they employed the pre-inspection agents." 

He further clarified that the drcular issued by the Ministry of Textiles in 
Docember. 1983 said, "that the. inspection procedure would be followed 
and some mills construed that the Ministry was giving them the freedom to 
apoint pre-inspection contractors and so thQY went ahead and appointed 
them. A representative from the Ministry of Textiles further informed the 



4 

Committee that in the wake of a newspaper report in April, 1987 alleging 
that some fraud in the matter of supply of items to defence ha~ taken 
place, Minist~y" reported that there should not be employment of any 
agents. It was at th(lt point of time that they came to know that this was· 
tbe kind of liberal interpretation given by the subsidiaries of NTC. 

1.12 On being asked if the Ministry agreed with the interpretation of the 
NTC (Ltd.) and its subsidiaries, the Secretary stated:-

"At that point of time the Ministry did not approve of the liberal 
interpretation. That is why we issued the circular reiterating the 
point. " 

1.13 When asked to state as to why no action was taken' to ensure the 
implementation of these instructions, the Ministry informed the Committee 
in written reply that on the confirmation by NTC Ltd. that all the 
subsidiaries had been directed to follow the Ministry's instruction ~o 
further references were received by the Ministry to show that these had 
not been complied with. The witness stated during evidence:-

"The presumption is that they are implemented unless there is 
something to the contrary." 

1.14 The Committee wanted to know as to when did the cases of non-
compiiaJV:e with the instructions of the Governri.ent come to the notice of 
the Min&try. In a note submitted to the Committee the Ministry informed 
that in the case of Swadeshi Cotton Mills, Pondicherry it was in J)pril. 
1987 through a news-item that they came to know about it. The audit para 
was received in 1988 and revised draft para was received on ~5.10.1989. In 
case of Sri Bharati Mills, Pondicherry, the draft para -was received in 1986 
and in the case of NYC (DPR) the audit para was received on 4.10.88 and 
revised para on 6.10.89. In this context the Comm~ttee wanted to know the 
role of the nominees of the Ministry on Board of Directors. 

1.15 The Secretary, Ministry of Textiles stated in this regard as under:-
"The Board of Directors meets once in three months and its meeting 
may be for a couple of hours. It is not possible to discuss each and 
every item in the Board Meeting. They will only oversee performance 
of the Corporation as a whole. They cannot go into each and every 
item because if they do so they would not be in a position to attend 
to matters of urgent importance." 

1.16 The Committee wanted to know as to what was the justification and 
what were the considerations on account of which agents continued to be 
engaged despite the instructions of the Govt., the CMD NTC (Ltd.) 
stated:-

"These service agents according to th(' l'''der$tanding by the Textile 
Industry earlier also were performing ~rtain useful functioDl and to 
replace them by our own hands would be much more difficult and at 
the same time not very effective. In fact even today, in the private 
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sector for the sale of DOS&D goods, these kind of agents are 
available. Bombay Dyeing and Morarji Mills have also appointed 
such 8gcnta. There is onc undertaking in Pondicherry called Anglo 
FreQch Textiles, which is a State Govt. undertaking. Even today they 
are continuing to have selling and pre-inspection agents at 41h% 
commission. " 

1.17 While explaining the reasons for having continued to engage these 
agents, CMD (NTC) (Ltd.) further added: 

........ One reason why it has been continued is that in the case of 
some of them. although their services have been terminated, there 
was a particular agreement covering their contract. Therefore, their 
agency had to be contin\1ed as a legal. compulsion. The second point 
is that because this practice is prevalent everywhere, it was felt bona-
fide that there should be chanle in \be decision of the Goven~mcnt 
This point W8$ continubusly agitated. They were also loaded with 
their various stocks. production programmes etc. which were totally 
geared to supply to Defence and DGS&D and thirdly they thought 
that they were protecting the interests of the Corporation in a 
bonafide way, because if the stocks accumulate the non·movin~ of the 
stocks would perhaps have resulted in a greater loss." 

While further justifying the engagement of the agents, he stated: 

"As a matter of fact, the so called· loss of Rs. 113.08 lnkhs· is not a 
loss at all. In fact; it is more valuable payment for us to receive 
substantial return from various things. I do not want to say that it is 
an illlega\ thing. I would like to mention here as to what was the 
order placed when these agents were there and the despatches made 
and value of goods that were sold in various years in respect of 
Bharati Mills and Swadeshi Mills. In respect of Bharati Mills, its 
defence supply was 964 lakh meters in 1985-86, it dropped to 727 
lakh metres in 1986-87; it further dropped to 257 lakhs meters in 
1987-88 because these agents were removed and it stands at 5 lakh 
meters in 1989-90." 

1.18 The C')mmiuee wanted to know if the reduction in the sales made 
to DGS&D and Government was only duc to the discontinuation of 
Agents, CMD, NTC (Ltd.) stated that it was the main reason at that point 
of time and added it was on account of the discontinuation of agents that 
"Today the entire defence supplies which were done by NTC have been 
taken over by the private sector. We have the only satisfaction that we 
have not paid any commission." 

1.19 Yet another reason advanced by the CMD, NTC (Ltd.) for 
continuing with the -system of agents was that it was the statutory 

• 148.80 lakhs upto March, 1989. 
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. requirement of DGS&D who wanted a series of pre-inspections to be 
carried out. While elaborating on this issue, CMD, NTC (Ltd) stated: 

" .... In the DGS&D we enter into an agreement that pre-inspection 
agency is mandatory. Either DGS&D does it on its own or they ask 
us to appoint a pre-inspection agent so that they will perform some of 
the things which the DGS&D would itself have to perform. They 
have got a series of inspections which the DGS&D wants to be 
performed ... 

1.20 On being asked if DGS&D insist on the appointment of agents, 
CMD stated: 

"DGS&D does not force us to appoint agents. But they say that till 
we meet this kind of requirement we should have them or they will 
have thcir own people appointed to do this particular job and they 
will charge us @ S%." 

1.21 On being further asked by the Committee if the NTC (Ltd.) 
informed the Government and explained the different reasons on account 
of which they felt that the agents should not be discontinued, CMD, NTC 
(Ltd.) statcd: 

"This is a very important question. Because of extreme sensitiveness 
of this question the feed back that we have been getting being not 
very satisfactory we were not in a position to go to the Government 
to make a representation and it would not be prop,", to go to the 
Government. It . 

1.22 The Committee wanted to know that if at that point of time it was 
considered necessary to carryon with the earlier arrangement what 
prevented them from going to the Government and taking permission for 
continuation of agents as a special case and was it not incumbent upon 
them to have approached the Government, the Chairman, NTC (Ltd.) 
stated: 

I 

"I entirely agree with the Committee that we could have cut the 
Guardian Knot and say that these are the defects and whatever be 
the sensibilities, whatever be the effects on the subject these are the 
possibilities; that we could have done." 

He further added, "I concede we have not done that. It is a lapse." 

1.23 The Committee wanted to know from the Ministry their opinion 
about the justification keeping in view different reasons advanced by NTC 
(Ltd.) for continuing with the services of agents. 

The Secretary, Ministry of Textiles stated: 

"My submission is that the agents perform a useful function .... Even 
today in the private sector they are employing agents. They bave 
beell in the Textile business for decades." 
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While elaborating further he added: 
"In the Review Meetings, the Chiet Executives of NTC were 
representing that the rejection rate was going up and the sales were 
coming down. The private sector mills had an edge over them. So 
they have been requesting that these agents should be allowed to be 
appointed in order to look after their interests." 

l.24 The Committee wanted to know as to what extent the absence of 
agents was responsible for decline in the sales and has any relative study 
been conducted by the Ministry to ascertain as to what extent other factors 
are also attributable for decline in Sales. the Secretary. Ministry of Textiles 
stated: 

"The agent. was only one of the factors. Modernisation of machines. 
training of the workmen are also relevant." 

On being asked if any assessment was made in this regard. the 
Secretary, Ministry of Textiles stated: 

"We have not so far made any assessment." 
1.25 According to Audit the management of NTC (TN&P) Ltd. stated 

(Jan., 1986) in the case of Sri Bharatri Mills that the Consultants engaged 
were not connected with the procurement of orders or despatch or in 
collection of the amount and that they had not violated the Government 
order. The Management of NTC (DP&R) Ltd. stated (Aug. 1987) that 
according to the terms and conditions laid down in the order of DGS&'D 
the supplies were required to be pre-inspected before they were tendered 
for inspection which involved a careful grading of the material piece by 
piece/metre by metre to remove the defective stores. segregation, proper 
stacking to see that the stores were as per specifications and helping 
inspection authorities to take out random samples from the various lots of 
inspections. handling the items at the time of bulk inspection etc. The 
management also stated that the work was Flot of regular and continuolls 
nature and if this was done by the Mills, it would involve recruitment of 
larlc Dumber of skilled labour/staff who would become permanent 
employees of the unit leading to extra wages, salaries and other benefits. 
Copies of the contracts/agreements entered into by the Management with 
the pre-inspection contractors from 1984-85 onwards called for from the 
Company in May, 1988 were not, however, made available to Audit 
despite reminders. 

1.26 The Committee enquired as to why such functiOftS of careful 
grading and proper stacking etc. whkh were being performed by the agents 
could not be performed by the surplus staff of NTC (Ltd.) and its different 
subsidiaries and the Mills. In reply, the Chairman NTC (Ltd.) stated 
during evidence: 

"It is a good question. Definitely we have surplus staff. But the areas 
in which we have surplus staff are totally irrelevant to the type of 
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duties which these agents have to perform. I think we have surplus 
~taff in the weaving section. Let us say we have 2000 surphis weavers 
In .all the subsidiaries. I cannot ask them to take this delicate and 
difficult job of going to various places, delivering tbe materials, 
looking to the complaints and grievances, coming back to our own 
mill and rectifying these defects. These are very valuable . duties. 
Further our staff work between 10 AM to 5 PM. Suppose 1 ask my 
staff to go to Kanpur and deliver the material. He will go to Kanpur. 
If the defence authority points out a mistake, he will only write a 
letter to Chairman and then from Chairman it goes to OM, Weaving 
Master, Spinning Master and so on. By the time the defect is located 
and rectificd, we would have lost our valuable customer and valuable 
time." 
He further stated in this context tliat: . 
"We could have performed that work provided we reoruited more 
peoplc. The cxisting staff was not adequate at that point of tt~e." 

1.27 On being asked if they have a .sound quality control department, 
thc CMD (NTC) (Ltd.) stated: 

~'; ... I must admit that we have a very sound quality control system. 
We are also proud of our quality. In the matter of quality NTC need 
not feel bad in comparison to the private sector." 

1.28 The Gommittee wanted to find out from the Ministry their views on 
the tn.'ini~g and deployment of the surplus slaff for ~ischarging.-the f~netions 
of the alents. They also wantetl to khow that when agents were ~orking 
and they were making availablc all their inputs and expertise, why could 
not NTC (Ltd.) and their Mills acquire the desir.ed expertise from them 
over a period of time. In reply Secretary, Ministry of Textiles stated as 
follows: 

"The point is that we can develop these expertise in house. But it will 
mean employing additional people. This is a professional job. The 
inl'pection will not be a full time job. It may be done just one day in 
a mo.nth ·and those professional people will have to lie idle for the 
rest 29 days of a month. So what is the point in keeping some people 
just for a part time job." 

1.29 While explaining the problems for deployment of surplus staff, he 
further added: 

"They arc all workmen governed by Industrial Disputes Act. We had 
industrial relation problems when we were asked to shift them from 
one machine to another machine. They say we are working on this 
machine, we cannot be shifted to another machine. This was the case 
in the same trade. We cannot think in terms of shifting workmen to 
thc job of another nature. It will create industrial relations problem. 
There. is no question of shifting the workmen loverned under the 
Industrial Disputes Act, from one trade to totally different type of 
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work. Most of the surplus staff are in the Weaving Section. This is a 
section which has become unviable, if I use that word. People in the 
Weaving Section cannot be transferred to Inspection Section, there ·is 
the question of traiDing them, orienting them apart from the 
,indo!\lrinJ relation problem. So, this is not a workable proposition." 

Whcn asked if any assessment was made in this regard, he stated: 

"There is no need to assess it." 

1.30 The COlllmittee wanted to know as to what were the detailed terms 
and conditions laid down for appointing consultants, intermediaries and 
pre-inspection contractors and whether, the agreement was enforceable in 
the Court of Law, NTC (Ltd.) stated in !l written reply that written 
agreements with the pre-inspection contractors were not c!ntered into as 
the requirement of the work was more than clarified in DOS&D contract 
and the agreements were not enforceable in the Court of Law. 

1.31 The Committee also wanted to know ,as to what alternative 
arrangements were made after termination of the services of the agents; 
the CMD of the NTC Ltd. informed the Committee during evidence that 
after discontinuing agents they were getting less orders from DOS&D and 
thercfore as conscious policy decision they were moving away from the 
supplies to DGS&D and were trying to penetrate into the open market. 

1.32 The Committee desired to have the views of Government regarding 
the engagement of the agents. The Secretary, Ministry of Textiles stated in 
this conncction: 

"The Ministry has not taken a view. I personally feel that the matter 
should be re-examined. The Defence Ministry received the Audit 
Para about the purchases. They were told that what they were paying 
to NTC was above market rate. The Defence Ministry examined the 
para and went to the Cabinet. They have now done away with the 
system of single tenders. In March 1990, it was decided that single 
tender sys~em would be givcn up." 

He further stated:-

"After discontinuation of single tender system, if you have to run a 
race with the private sector mills, we shctuld have somebody to 
promote our interest." 

1.33 On p query as to what would be the parameters for re-examining 
the whole issue, the Secretary Ministry of Textiles stated: 

......... We will examine all the options whether to agree for having no 
agents at all and we will also examine about tbe past experience 
about. whether there was any problem in selling. We will examine all 
tbe&! things from 1982-89 on the basis of the information so 
canected, we will take a view." 
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1.34 According to Audit as regards the supplies made to DGS&D, the 
NTC (TN&P) stated (July, lQRS) that it appeared from the records that 
mills faced serious problems in supplies after the agents services were 
dispensed with in Sept., 1982, and hence his agency was resumed after the 
Mills Management discussed the matter with the officials of the Holding 
Company. As regards the steps taken by NTC (TN&P) Ltd., after April 
1986, th~y stated (July 1988) that the existence of the agent for the Mills 
came to notice sometime in August, 1986, and that the Chief Executive 
Officer of the Mills, who was then instructed to discuss the matter with the 
officials of the Holding Company resigned and left the serviccs of the Mills 
without pursuing the matter and ,I1at only in April, 1987 the Agency was 
terminatcd. 

1.35 The Committee wanted to know whether it was proper for any mills 
to deal directly with the Holding Company without taking the concerned 
subsidiary into confidence. In a written note furnished to the ComPlittee, 
NTC (Ltd) informed that as per the procedures and practices in vogue, the 
Chief Executive Officer of the Swadeshi Cotton Mills Pondieherry was 
reporting directly to the Holding Company. In fact the subsidiary was not 
involved in any decision making process of Swadeshi Cotton Mills, 
Pondicherry till the Nationalisation of the Unit was announced in June 
1986. When the management of the Swadeshi Cotton Mills, Pondieherry 
was taken over by the Government of India with effect from 13.4.1978, the 
then Chairman-cum-Managing Director was appointed.- as the Chief 
Executive (Juicer of the Swadeshi Cotton Mills. He was Shri P.N. 
Vedanarayanan, I.A.S. Shri J. Anandraj who was working as the Chief 
Executive Officer was then appointed as. Gencral Manager. This 
arrangement went on till Shri Vedanarayanan, I.A.S. continued as 
Chairman-cum-Managing Director of the subsidiary corporation. When 
Shri P.K. Doraiswamy, lAS was appointed as CMD w.e.f. 1.8.78 Shri J. 
Anandraj was appointed as Chief Executive Officer and Shri P.K. 
Doraiswamy was appointed as o\dministrator of Swadeshi Collon Mills. 
Shri Doraiswamy sought clarification from the Holding Company regardin& 
the role of the Administrator and he was informed vide letter dated 
29.8.1978 by Secretary, NTC (Ltd.) that the Administrator had to oversee 
the work of thc Chief Executive Officer. Vide Ictter datcd 19.8.1985 the 
then CMD NTC (Ltd.) issued directions to CMD (TN&P) Ltd. that since 
there was no control from the Office of Administrator on the working of 
Swadeshi Cotton Mills he should take interest and monitor the affairs of 
the Mills from the subsidiary level. It has further been stated by NTC 
(Ltd.) that the subsidiary corporation was not kept informed of the 
decision taken by the CEO on the working of the Mills and the subsidiary 
wu also not reviewing the performance of the Swadeshi Cotton Mills 
periodically. The decision of continuing with the services of the aaent is 
stated to. have. been taken at the level of the then Chief Executive Officer, 
Shri J. Anandraj in consultation with the officials of the Holding 
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Company. The matter came to the notice of tbe Subsidiary Corporation in 
August, 1984, and action to discontinue with tbe services was Dot taken at 
that time because the Mills were facing serious labour problems and 
marketing problems and a sudden switch over in the product mix at that 
time was not considered to be feasible. 

1.36 The Committee also wanted to know if any rqsponsibility had been 
fixed in this regard by tbe management, NTC (Ltd.) informed the 
Committee in a written reply that as the agency was revived on the orders 
of the Chief Executive Officer who appeared to have discusscd tbe matter 
with the Officials of the Holding Company, no separate report was sought. 
The CEO, however, also retired on 8.9.86 on attaining the age of 
superannuation. 

1.37 When asked to state their views about the propriety of the Mill 
dealing directly with the Holding Company, the Ministry of Textiles 
informed the Committee in a written note that generally speaking it does 
not seem proper for any mm to deal directly with NTC Holding Company, 
however. Swadeshi Cotton Mills, Pondicherry which was nationalised 
during 1986 used to enjoy a special status and the Chief Executive Officer 
of tbe said mill used to correspond with NTC Holding Company directly 
and according to NTC (TN&P) they were not involved in any decision 
making process of the Swadeshi Cotton Mills. Pondicherry till 
nationalisation of the unit which was announced in June 1986. 

1.38 The Committee wanted to know the basis on which there was a 
CBI raid on Swadeshi Cotton Mills; in April 1987 in connection with the 
supply of substandard material to Defence Department. In reply, the 
Secretary, Ministry of Textiles stated as under:-

"The Jill/ian Express had carried a report in April 1987 that there was 
a lot of corruption. Then the Ministry decided to hold a CBI 
enquiry." 

1.39 The Committee also wanted to know as to when did the CBI raid 
take place and what were the charges against the Chief Executive. 

In this connection, Secretary, Ministry of Textiles stated as under:-

"They have said in the f'lR that Kumar Textile Agency was 
appointed as an Agent... They have made an allegation. The 
allegation was that Swadeshi Cotton Mills had appointed Mis. Kumar 
Agency during 1979 as an Agent. This was ordered to be 
discontinued by the Ministry in August, 1982 but despite instructions, 
the Swadeshi Cotton Textile Mills continued to have the agent" ... 

1.40 The Committee wanted to know the full details of the case. A note 
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was submitted by the Ministry in this regard after the evidence aecording 
to which on 14.3.1987, joint surprise check was carried out ,by the officials 
of the em Madras and the Vigilance Officer NTC tTN&P) Ltd., 
Coimbatore during which records pertaining to the supply of cloth to the 
Defence and DGS&D etc. were seized and an FIR was filed by CDI on 
3.4.1987. Thereafter on 8.4.87 the CBI Madras raided the residence 
premises of 4 officcrs of Swadcshi Cotton Mills,' Pondicherry. 

One Shri J. Anandraj was the Chief Executive Officer of the Swadcshi 
Cotton Mills from 1979 tq Sep~mber 1986. According to CBI n:port it is 
alleged that Shri >AII"'l~raj ~ waSrcsponsible for resorting to crooked and 
foul means to create a document, styling it as the minutes of a meeting 
giving extension to Ws. Kumar Textile Agency. Thus, despite the 
instructions of the Ministry of Commerce in August, 1982 to discontinue 
agents for supplies made to Government Departments, the agency of Ws. 
Kumar Textile Agency was continued till the surprise check by cm in 
March/April, 1987. This continuance of the agency caused an expenditure 
of about Rs. 45 lakhs to the National Textile Corporation in' the process. It 
is concluded that Shri J. Anandraj conspired with the partners of Ws. 
Kumar Textile Agency and cheated Ws. Swadeshi Cotton Mills, 
Pondicherry to the tune of more than Rs. 45 lakhs, bcing the agency 
commission paid to Mis. Kumar Textile Agency, by creating a false record 
and making the Finance Department of Swadcshi Cotton Mills to believe 
that the fabricated minutes of the meeting were genuine oncs. , .. 

1.41 On being asked as to when the report was received by the Ministry 
from CBI and what action has been initiated against the defaulting 
official!;, the Secretary Ministry of Textiles stat~d as follows: 

..... The report was received in May, 1989. We referred it to the Chief 
Vigilance Commissioner. He sent certain comments in October 1989. 
Later on he again sent comments in February, 1990." 
He further added: 
"We are golng through the papers." 

1.42 The Committee expressed concern over the fact that though more 
than a year has elapsed and no action has been taken by the Ministry. 
When asked about the reasons for the same, the Secretary, Ministry of 
Textiles stated:-

"Actually, we had to consult the Chief Vigilance Commissioner. His 
comments came in 1989. In February again we had represented to the 
cve for reconsideration. I assure that quick decision is taken in the 
matter." . 
He further added: 
"We have again written to evc. Once his comments come, it may be 
final~ed. We have been in correspondence with him. The letter had 
gone to him ask ins him to reconsider certain conclusions which he 
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bad arrived at. Within the next three months, we will see that the 
decision is taken." 

(B) Avoidable unproductive expenditure of Rs. 1.41 crores due to shut 
down of boilers. 

1.43 Ajudbia Textile Mills, a composite mill under NTC(DP&R) Limited 
bad three boilers which were more than 50 years old in 1982. 

In the replacement programme in the case of 3 boilers the Mills initiated 
action in October 1983, by making a provision of Rs. 10.85 lakhs in the 
revised 'Action Plan' preferring procurement of one water tube boiler of 
higher (3 tons) capacity with heat recovery. But the Board of Directors of 
NTC(DP&R) Limited decided (January 1984) that in view of the then 
existing labour situation in the Mills, only patchwork should be 
undertaken. Subscquently during the period June 1984 to September 1985, 
efforts' were made by the Mills and NTC(DP&R) to obtain approval of 
NTC (Holding Company) for procurement of the boiler but the 
procurement was not approved mainly for want of funds. 

In June 1984, the holding company was intimated that notice was issued 
by the Boiler Inspector for renovation of the old boilers. But since the cost 
of renovation was heavy, procurement of a new boiler was preferred. The 
Holding Company finally sanctioned the boiler of Ajudhia Mills in 
September 1985 and it was communicated to the. subsidiary in October 
1985. In December 1985 the Delhi Administration ordered shutdown of 
the boilers in the Mills. 

The Committee deisred to know the reasons for changing decision to 
replace the Boiler with a new on~ The CMD of NTC Ltd. stated during 
evidence as under:-

"Thili has got two issues-one is the finance aspect, namely, Rs. 1.41 
crores. The second is the administrative aspect as to why the 
Admini!ltration has not taken immediate decision to replace the 
boilers. First, I will take tbe financial issue-the loss of Rs. 1.41 
crores. This loss is estimated as the salary paid to the workers. 
Approximately 500 to 600 Workers were kept idle during December, 
1985 to November, 1987 when this was completely shut down, that is 
estimated to be the actual loss. It is very well known that weaving 
and processing activity today; is a totally losing activity. Some 
subsidiaries are clearly in profit and some subsidiaries are in loss.\ If 
you look at the subsidiaries which are making profits, they are 
predominantly spinning activities. So it has been our experience that 
in all the composite mills it 'has been recognised by the private sector 
tbat they are a losing proposition. The private sectorbu shut the 
activities of weaving to the decentralised sectors. Ajudbia MiDs is one 
of those mills which was losing. In the profit makin, ~ills if the 
weaving activity could be completely cut off they could make even 
more profit. The Ajudhia Mills has incurred a loss of RI. 1.41 crorcs. 
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If we take the real profit and loss including for this period if I 
can give tbat particular figure, you will see that there has not 
been any noticeable change in the profit and ',loss position. Today 
th~ amount which we spend on spinning plus weaving activity and 
processing, which adds to the spinning activity for producing 
cloth, we will nOI ultimately recover the extra amount, incurred. 
Therefore, the weaving activity haa not predominantly contributed 
to anything alall.. The 600 workers who are predominantly 
weavers have been completely kept away. So, the weaving activity 
itself is a losing proposition. This is so far as the financial aspect 
is concerned." 
The witness further stated:-
"Sir. a.~ far as the administrative lapse is concerned about 5 years 
before certain NTC Mills have been identified as heavily losing 
mills. Originally they sanctioned for replacement of boilers and 
subsequently they said, 'All right, you repair it'. Th"is, has 
happened. The fact is, whether it is worthwhile to spend lot of 
money on a mill which can slowly be weaned away." 

, n this connection Secretary, Ministry of Textiles stated during 
evidence as under:-

... , .. THe NTC felt that they did not have resources at that time. 
It was forced on them to replace the boilers as there was some 
leakage which took place in one of the Mills.... ~ 

1.45 The Committee wanted to know that when the Board had 
approved patch work in January, 1984, why subsequently during the 
period June, 1984 to September, 1985 efforts' were made by the Mills 
and NTC (DP&R) to obtain approval for the new boiler. In reply. the 
witness stated as under:-

"The decision of the management to have patch work was an 
over aU investment propos~1 of Rs. 485.44 lakhs, wherein there 
was also a provision for replacing one boiler. The technology of 
filling machinery was poor and it was coupled with poor quality 
and low productivity and it did not encourage the management fO 
invest in this Mill. The problem of labour which the management 
has been facing is that this mill had 13 unions and these unions 
are continuing their inter-union rivalry. 'llDd intra-union rivalry and 
have been resorting to violence and gheraos etc. lind they are 
pressurizing the management to take decision in their favour." 
He further added:-
"In addition to this, the workers had been deman4ing Bombay 
wages. There was also a strike from 28th May, 1986 to 2S July. 
1986. that was thc reason that we did not 18Y that we havc to 
change the boiler. At a later stage. there was no _pinning. 
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Productivity was very low. We are having heavy losses. We thought it 
better to change the boller." 

1.46 Audit had stated that in view of the shut down of boilers, it was 
decided by NTC (DP&R) Ltd. in December, 1985 that a boiler ordered on 
firm 'X' in June, 1985 for another Mill be diverted to Ajudhia Mills. But 
this could not be done because of the holding company's policy decision in 
August, 1986 that all the earlier orders for boilers to be cancelled and 
accordingly order on firm 'X' was cancelled and a letter of intent was 
placed on firm 'Y' in December, 1986. This letter of intent was also 
cancelled in January, 1987 and an order was placed on firm 'Z' which was 
the selling agent of firm 'X'. 

1.47 When asked to state as to why no ordel was placed till January, 
1987 after the earlier order placed in June, 1985 was cancelled in October, 
1986, the Gcneral Manager (Technical), NTC stated during evidence: 

"Since the decision on boiler was ~aken, the management of NTC 
(holding company) appointed the committee for the fixation of prices 
of the boiler which was done by the committee in 1985. It was 
pointed out that proper procedure was not followed earlier. So, the 
officers were instructed to invite fresh tenders, competitive bids 
through newspapers to arrive at the most competitive cost effective 
equipment. About the. procedure, I may say, at that time, proper 
quotations through newspapers were not invited. WheD the tenders 
have been invited through newspapers as compared to the prices 
which were finalised by the Committee in 1985, it was noticed that 
the prices were subsequently 20% higher than the prices in 1985." 
He further addcd: 
"That the order was ultimately placed on the price which was 
finalised by the Committee." 

1.48 The Committee wanted to find out from the Ministry as to why 
quotations through newspapers were not invited earlier. In reply. the 
representative from the Ministry of T'Cxtiles stated as follows: 

"From the procedural point of view, NTC was following the practice 
of approaching all the reputed manufacturers of various items and on 
the basis of the quotations received they used to place the order on 
one of the suppliers as per their list. This was the system being 
followed for so many years. But the acting Managing Director felt 
that instead of following this l'rocedure we should go in for the open 
advertisement, not only appr.oaching the individual suppliers whose 
list was available but also advertising in the press. That is how it was 
changed." 

1.49 In tbis context tJie CcJmmittee observed that because of the change 
in procedure. delay took place which in turn resulted in causing substantial 
loss to NTC. They desired to know as to how far this changed procedure 
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could be said to be justified. The representative of the Ministry of Textiles, 
stated as under: I 

"When it was a question of purchase of machinery at this high price, 
his perception was that it was better to go through the set procedure. 
He was more concerned with the financial aspect and the purchase 
procedure involved. He had in mind a long term view of this problem 
because such requirements would arise from time to time. So he 
thought of streamlining the procedure." 

1.50 When asked as to why the letter of intent placed on firm 'Y' was 
cancelled subsequently, the Ministry in the written replies informed the 
Committee that in view of the fact that the advance was already paid to 
firm 'X' at the time of the placement of order, it was decided to revive the 
order with firm 'X' and cancel the same with firm 'Y' 

1.51 During the oral evidence of NTC Ltd., the· Committee enquired as 
to why the order was placed on the selling agent of the manufacturer. The 
General Manager (Technical) .. NTC Ltd. stated in reply:-

"I think they are the two arms of the same body. They do not have 
any distinction. As a result of that, the NTC never paid anything 
extra. NTC was not subject to loss." 

1.52 Audit has further pointed out that the boiler was finally received in 
July, 1987 and commissioned in November, 1987 though erection of the 
boiler was to be done within 15 days of delivery as pet--the order placed. 
The total cost of procurement and commissioning was Rs. 16.70 lakhs as 
against the cost of Rs. 13.50 lakhs estimated in August, 1984. The 
Committee wanted to know if there was any lapse on the part of supplier, 
the witness stated as under:-

"There was delay on his part because he had got orders for 7-8 
boilers from the different subsidiaries of NTC. We finalised the 

-matter with him. We wanted to revive the unit. He wanted the 
payment to be' made first because the company had some financial 
problems. The Company had some balance- of payment~ problem. 
Our stan.d was that being a Government company we would never 
pay him in advance. We told him that unless he supplies the boiler 
first, the payment would not be made. We have further stated that he 
bas to-protect our loss in this regard. For example NTC Gujarat bad 
to -recover Rs. 2.61 lakhs from him. That became the point of 
contention. That was not agreeable to him. The matter was taken to 
our then CMD. That party was called from Hyderabad and he was 
made to agree. Further negotiations went on. That took s~lmetime. 
Bringing the boiler is also a problem. They havelo get the 
permission to take the boiler. Ultimately it was brought to the 
Ajudhia Mill Gate. At that time he wanted us to make the payment. 
So _these factors caused delay." 

1.53 When asked to state how could he justify _ the escalation in the cost 
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of boilers from RI. 13.50 lakbs to RI. 16.70 lakhs on account of the delay, 
the witness stated: 

"A Jot of time elapsed in between, when the boilers should have been 
installed and when the boiler was actually installed. As a result of 
that there is escalation. Then there are the other factors like excise. 
sales tax, freight and insurance. installation and all those thiDp. AD 
the factors cannot remain the same." 

1.54 The Committee wanted to know from the Ministry if there was any 
lapse on the part of management in taking decision for replaccment or 
renovation of the boilers. In reply. the Secretary, Ministry of Textiles 
stated:-

"It is a fact tbat there was delay. But we have aI$o to view the 
situation in the conte1lt of resOurce constraint. At that time they told 
us that they did not have the resources." 

1.55 The Committee enquired if the matter could be further examined 
and responsibility fixed, the Secretary. Ministry of Ttxtites stated as under: 

"There is no difficulty. So many people were involved in the decision 
making process. These decisions were taken collectively at the board 
level so it is difficult to say." 

1.56 To a query whether other MiUs are also having old boilers and were 
also ordered to shut down these boilen, the CMD of NTC Ltd. replied 
during cvidence:-

"Yes, Sir. Almost all the boilers are very old ones. During the course 
of inspection of course various deficiencies have been pointed out and 
they have been got rectified. Now the boilers are under operation." 

1.57 The Committee desired to know whether tbe replacement of boilers 
in various mills has not been included in the Modernisation Schemes of 
NTC Ltd. The Secretary, Ministry of Textiles stated during evidence as 
under:-

"It is a part of the modcrnisation prograJ!lme. We had takcn thc 
whole mill as a unit and not boilers separately. We have sent proposals 
to lOBI. In this case the Ministry concerned givc only 20% of the 
funds and the remaining 80% is provided by lOBI. We have given 
the programme to thcm and thcy have to give us the advanc:e. 
Whereas we require Rs. 1000 crores for modernisation they have 
given only Rs. 350 aores." 

1.58 The Committee further wanted to know the number of sick mills 
under NTC Ltd. and what steps are bemg taken by the Ministry to 
improve their financial performance. The Secretary, Ministry of Textiles 
stated as follow5:-

"If you go by the strict definition of sickness, aU of them are sick. 
This is the definition given by the BIFR and other Acts of 
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Parliament. We bave been sayina t.bat the mills should be 
modernised. As I said, we bave also been saying that some of the 
mills can generate their own resources for modernisation. But the 
surplus generated by good mills are adjusted towards the losses of 
indifferent or bad mills. In tbat way even the good mills over a 
period of time become sick.. We bave been telling the Ministry of 
Finance to separate these mills and wbichever mill generates surplUJ 
allow it to invest in modernisation. But this point of view is yet to be 
accepted by the Ministry of Finance. 

1.59 In a subsequent note submitted to the Committee the Ministry 
informed that at present there are a total number of 124 sick mills under 
NTC Ltd. Due to lack of capital investment before nationalisation of these 
mills in 1974 aod absence of maintenance and modernisation of tbeir 
machinery, thcy turned sick. As on 31st March, 1990 NTC had spent 
Rs. 356 crores on the renovation and modernisation of the mills with -the 
assistance provided by the Government and the financial institutions. 
During tbe period of the 7th plan, the Ministry had released an amount of 
Rs. 83 crores to NTC as margin money for the modernisation of its mills, 
and this year a provision of Rs. 67 crore. bas been made in the plan funds 
for the modernisation of sick units of NTC, They have further informed 
that till December, 1990 modernisation proposals have been cleared by the 
fioancial institutions in respect of 24 NTC mills envisaging a capital outlay 
of Rs. 110.19 crores. The schemes are under variobs stages of 
implementation. In respect of 16 more NTC units, proposals have been 
submitted to the financial institutions envisaging an investment of 
Rs. 211.29 crores and the same are being processed by them. 



PART n 
RECOMMENDA TIONSICONCLUSIONS OF THE COMMl1TEE 

2.1 Accordlnl to the Instructions issued on 13 AUlUst, 1982 by the 
Government and circulated to the National TextDe Corporation Llmlted DO 
Intermedlarles/aaents were to be ellIaled by Nallonal Textile Corporation's 
sabsldlarles and MUll for the purpose of securlna orden and supplies to 
Defence and other Government Departments either directly or throuah 
DGS&D. The Government directive further stipulated lbat aaenll already 
enp'" should be discontinued Immediately except where such aFeements 
were enforceable aplnst the Corporation In a Court of law. Surprlllnaly, 
neither the Ministry of Textiles nor the N.T.C. were aware of the rationale 
beblnd the Issue of these orden whleb were stated to have been luued as a 
remit of some discussions wblcb took place In tbe chamber of the then 
Commerce Minister. Accordlna to the Secretary, Ministry of Textiles 
altbough there was notblnl on record as to wbat was discussed In the 
meetlnl, the rationale behind the Government's dedsion was perhaps to 
remove the middle men between tbe two Government aaencB I.e. N.T.C. 
on the one side and DGS&DlDefence on the other. 

1.1 The Committee rearet to note that these instructions were ftouted with 
Impunlly by Bharatl Mills, Pondleherry and Swadesbl Cotton Mills, 
Pondlcherry both under the control of N.T.C. (Tamil Nadu & Poadleberry) 
Umlted and Panlpat Woollen Mills, Kharar wblcb was under the control of 
N.T.C. (DP&R) Ltd. by contluulnJ to employ aeents In violation of the 
instructions for lonl and an expenditure of Rs. 141.80 lakbs was Incurred 
by way of commission to these alents. They are further dismayed by the 
fact that N.T.C. Ltd. has tried to defend the enpaement of the aaents by 
statlna that a liberal Interpretation was .. ven to the Government IUldellnes 
and these were construed to man that pre-Inspection qents could continue 
to be employed. Tbe continuance of the alents WIS also soucht to be 
Justified on the around that the sales made to DGS&D Ind Defence sutTered 
a drastic downfaU on dlspenslna wltb their Ilel'Vlces. Tbe Secretary, MInistry 
of Textiles, however, admitted durlnl evidence tbat discontinuation of the 
aaents was one factor and reduction In sales GOuld also be attributed to 
other factors like obsolescence or machinery and lack of propel' lrallllni of 
worken, etc. He Iiso conceded that no analysis bad been made In this 
reprd. The Committee are, therefore, not satisfied with the araumentl 
aclftDCed by N.T.C. for not foUowln1 the instructions ..... by the 
Ministry. If it was felt by the Corporat'" that fbi ales suffered after 
discontinuation of the Ilenta, Dothinl prtveate41 it from approachlDl the 
Ministry and Impressing upon them the utility or the services rendered by 
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the qentJ. The very faet that at 110 point of time perm_Ion 01' any 
clarification was lGulht by N. T .C. f'rom the administrative MlnIItry for 
eoatinulne with the aceney &)'Item ads the Committee to the conclusion 
that there was definitely an altitude or defiance on the part of N.T.C. with 
reprd to Implementation or the lDItraetIoDi Issued by Govel'Dlllent. They, 
therefore, recommend that, as IIIIUI'ed by the ChaJrmaa-eam-Mana .... 
Director of N.T.C. Ltd. durl ... the co ..... or evidence, the matter.boDld be 
thorouply enquired into and relpOllSlbDlty ftxed on clefaultlne omdals ad 
that the money so wasted should be recovered from those who have 
defaulted. They also desire to be Wormed of the action taken In thlI behalf 
within a period or 3 months. 

[Recommendation S. No.1, Paragraphs 2.1 & 2.2] 

Z.3 The Committee are surpriled to lind that the Government also after 
havl ... ilsued the lDItructlonl, ...... predou. Utlle to ensure their Implemea-
tatlon and presumed that the same had been Implemented. The cues' of 
DOD-COmpllance came to the notice of the MlDlstry throueh a DeWS Item In 
1987 In respect or Swadeshi Cotton MUll and on receipt of audit paraarap. 
Ia 1'" and 1988 In the case of Bharatl Mills and Panlpst WooDen MUll 
respectively. The fact that Uberallnterpretatlon was belna .. ven by N.T.C. 
to the Government Instruction. was also reported to have come to the notice 
of the Ministry for the first time Ia 1987 throlllh a news Item and It w. 
only then that the MInistry reiterated their earUer Instructions by llsulna 
fresh ones. The Committee faU to uadentand as to how In the absence or 
the proper feed back, the Ministry ..... fted themselves with reasrd to the 
compliance of the lnslructiODI. This _ves the Committee with the feeUna 
that there Is definitely somethlnl amiss both at the Ministry/Undertaking 
level In the present system or monltorlnl the funedonlnl or the public 
undertaklnp and the maUer needs to be reviewed to brine about the 
desired Improvement. 

[Recornnendation S. No.2, Paragraph 2.3] 

Z.4 The Commillee also find that as .plnlt the normal practice which 
requires lb.t the mills should work under lhe direct .dmlnlstr.tlve eontrol 
of the subsldl.ry corporation, a spedal ltatus was .ccorded to the then 
Chief Executive Omcer of the S"adelhl CottOll Mills, Pondkherry who w. 
allowed to report directly to N.T.C. BoIdlnl Company and subsidiary 
Corporation was not Involved In .ny manner with the decision makiql 
process of the mOls. The decision to continue with the services or tbe ...... 
was .tated to have been taken at the level of the then Chief Executive 
OfIIcer of the MOIs In consultation with oftIdaIs of the Boldlnl CompanYt 
Thus, the- N. T .C. Is to be squ.rely blamed for not havllll placed the ....... 
_der the control or the subsldl.ry corporatiOll and for IlIowlnl resumption 
of acents in ~lear violation of the Government instructions. The Committee 
desire that circumstances which led to .... ntlul a special status to the Mills 
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be examined and steps taken to ensure that such lapses are not allowed to 
recur. [Recommendation S. No.3, Paragraph 2.4] 

1.S The Committee find that CBI In their report had levelled serious 
IlIeaalions Iiainst the then Chief Exec:utive Officer of Swadeshl Cotton 
MUis who Is alleled to have caused wrongCulloss of Rs. 4S lakhs to N.T.C. 
by contlnullli with the services of Mis. Kumar Textiles against the 
GO\'ernment Instructions till the surprise check was conducted by CBI In 
April, 1987. The Committee take I serious view of the Cact that althouKh the 
Report oC the CBI recomnlendinK crIminal prosec:utlon against the Chief 
Executive Omcer of Swadeshl Cotton Mills was received by the Ministry In 
May, 1989 and period of more than 1 'Years has elapsed since then no 
conclusive action has been taken by the Ministry on the report of CBI and 
the matter was reported to be still under correspondence with Central 
Vigilance Commission. 

The Committee desire that the matter should no longer be delayed furtber 
and prompt adlon should be taken to bring the guUty to book. They would 
like to be apprised of the action taken In this regard at the earliest. 

[Recommendation S.No 4, Paragraph 2.5] 
2.6 The Committee were informed that with effect from March, 1990 it 

has been decided by the Ministry of Defence to do away with the single 
tender system and N.T.C. will now have to compete with the private sector 
for supplies to Defence. Il was, therefore, essential that N.T.C. should have 
somebody to protect and promote their interests. The question of engaging 
the agents will, therefore, need to be re-examined. The Committee desire 
the Government to make a thorough study of the reasons for Call in the 
orders from DGS&D and Defence to N.T.C., after dispensing wllh the 
services of agents and suggest suitable measures to enable N.T.C. to 
compete with the private sedor In the changed circumstances. 

[Recommendation S.No. 5, Paragraph 2.6] 
1.7 The Committee regret to find the failure of N. T • C. to take timely 

action for replacement of an old boiler at Ajudhia Textile Mill, a composite 
Mill under NTC (DP&R) Ltd. resulted in an unproductive expenditure of 
Rs. 1.41 crores on Idle wages during the period Dc:cemlK'r, 1985 to 
November, 1987 Ind the C(.st of the boiler also Increased by Rs. 3.20 lakhs 
because of delay in procurement. The delay in procurement of the new 
boiler was mainly attributable to a series of administrative decisions which 
were altered from time to time. For instance, lhough the mills initialed 
action for the procurement of new boiler in the year J 983 but a decision was 
taken by the Board of Directors of NTC (DP& R) Ltd. that in view of lhe 
labour situation only patch work should be uudertaken. III June, 1984 on 
receipt of the notice 'of sbutdown of boiler from the boiler Inspector, etrorts 
were made to take the approval from the NTC (Holding Company) for 
purchase of I new boiler whicb was refused dUI: to paucity oC funds. 
Thereafter the Holdlul Company granted approval for procurement of a 
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DeW boiler In Septftnber, 1985 wbIdl wu eoDlDlDolcate4i to the I1IbsIdIuJ Ia 
October, 1985. In Ylew of the fact that 10 December, 1'85 the DelhI 
Ad .... lstndon ordered shutdoWD of the boDers In the A,Judhla Tallie 
MiDs, It wu decided that a boiler ordered 00 Firm 'X' for another MID In 
JUDe, 1985 be diverted to this Mm. 

ThIs, however, cUd not materialise In view of the fresh Instructlons ..... 
by Boldine Company In Aupst, 1986 that proper procedure of Invltlna 
qaotalions throulb the newspapers should be foUowed IDd IU earUer orden 
be cancelled. Tbe company went abead and placed letter of Indent on FIrm. 
'Y'ln December, 1986 but since advuce wu oulstaDdln, aplnst FIrm 'X' 
abe same ".. also cancelled In Janury, 1987 and It was decided to place 
the order on Firm 'Z' which wu the sellin, .. ent of ftrm 'X'. The boOer 
wallnally received In July, 1987 and Commissioned In November 1987 at a 
total cost of Rs. 16.70 lakhs as lIIalnst the cost or Rs. 13.50 Iakbs estimated 
In AUlost, 1984, besides idle waCes or Rs. 1.41 erores durin. the period of 
shut down. 

The Committee deprecate the manner In which the entire lIIue hu heeD 
dealt with. It Is a typical case wbere the failure on the part of lie 
......... ent of a publk undertakln. to act Judidously and to take timely 
decision resulted In avoidable substantial financial as weD u prodac:tIoo 
loa. They expect that In tuture atleast more care and caution shaD be 
aerdsed by NTC with a view to avoid sueb cases of Infrac:tuo. 
expenditure. • 

[Recommendation S.No. 6. Paragraph 2.7) 
2 •• The Committee are concerned to note that there are about 124 &let 

Textile MDIs under NTC Ltd. They are not happy with tbe slow pace of 
modernisation of these mlDs. What Is reaDy dlsturblnl Is that wbUe may of 
these mills are In a position to &enerate their own resources for 
lDOdernisation they are not belnl allowed to do 10 and their pron.. are 
belna adjdSted against the losses urned hy other units with the rel1llt that 
even these unlts are likely to 10 Into red over a period of lime. The 
Committee desire that the entire position be reviewed 10 .. to speed .p tbe 
modernisation procramme of NTC mUll. 

[Recommendation S.No. 7. Paragraph 2.8) 

NEWDELlD; 
10th March, 1992 

20th Phalguna, 1913 (Saka) 

A.R. ANTIJLAY 
Chairmall. 

Committee 011 Public Undertaking'. 
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