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INTRODUCTION

I, the Chairman of the Public Accounts Committee as authorised
by the Committee, do present on their behalf this Hundred and
Ninety-eighth Report on the action taken by Government on the
recommendations of the Public Accounts Committee contained in
their Hundred and Thirty-seventh Report (5th Lok Sabha) on
‘Purchase of Blankets'. [Paragraph 43 of the Report of the Comptrol-
ler and Auditor General of India for the year 1972-73, Union Gov-
ernment (Civil) —Department of Supply]

2. On the 3rd June, 1975 an ‘Action Taken Sub-Committee’, con-
sisting of the following Members, was appointed to scrutinise the
replies from Government in pursuance of the recommendations made
by the Committee in their earlier Reports:

Shri H. N. Mukerjee Chairman
Shri V. B. Raju Convener
Shri Priva Ranjan Das Munshi ]

Shri Darbara Singh
Shri N. K. Sanghi

|

r bers

Shri Rabi Ray ! Members
Shri Raja Kulkarni ;
Dr. K. Mathew Kurian J}

3. The Action Taken Sub-Committee of the Public Accounts
Committee (1975-76) considered and adopted the Report at their
sitting held on the 27th February, 1976. The Report was finally

adopted by the Public Accounts Committee on the 8th March,
1976.

4 For facility of reference the conclusions/recommendations
of the Committee have been printed in thick type in the body of
the Report. For the sake of convenience. the conclusions/réeom-
mendations of the Committee have also been appended to the Re-
port in a consolidated form,

V)



REPORT
CHAPTER 1

1.1. This Report of the Committee deals with the action taken by
Government on the recommendations/observations of the Committee
contained in their 137th Report (Fifth Lok Sabha) presented to the
Lok Sabha on 5th March, 1975 on the Purchase of Blankets, for use
by the Defence forces, by the Department of Supply, which had been
reported in paragraph 43 of the Report of the Comptroller and Audi-
tor General of India for the year 1972-73, Union Government (Civil).

1.2. Action Taken Notes in respect of all the 26 recominendations’
observations contained in the Report have been received from Gov-
ernment* and these have been categorised as follows :

(i) Rcommendationsjobservations that have been accepted by
Government.

SL Nos. 1, 2, 3, 4, 5, 8. 9. 10, 12, 13, 14, 16, 18, 19 and 23.

(ii) Recommendations|observations which the Committee do
not desire to pursue in the light of the replies received
from Government.

Sl. Nos. 6 and 20.

(iii) Recommendations|observations replies to which have not
been accepted by the Committee and which require reite-
ration.

Sl. Nos. 7 and 11.

(iv) Recommendationsiobservations in respect of which Gov-
ernment have furnished interim replies.

Sl. Nos. 15, 17, 21, 22, 24, 25 and 26.

1.3 The Committee expect that final replies to those recommen-
dations|observations in respect of which only interim replies have so
far been furnished will be submitted to them, duly vetted by Audit,
without delay.

14 The Committee will now deal with the action taken by Gov-
ernment on some of their recommendations.

*Action Taken Notes on Sl. Nos. 5, 6, 7, 8, 10, 16, 18 and 19 have
not been vetted in Audit.
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Relaxation in specification of blankets (Paragraph 1.78—S. No. 7)

1.5. Dealing with the acceptance by the Directorate General of
Supplies & Disposals and the Defence Department of Blankets made
of shoddy wool, the Committee, in paragraph 1.78 of the 137th Report
(Fifth Lok Sabha), had observed:

“The Committee are inclined to think that there must have
_been a sustained pressure from the shoddy indusiry on the
D.G.S. & D. and the Defence Department for acceptance
of blankets made of shoddy wool because at that time
considerable quantities of woollen garments had been
imported by the industry as rags which could be utilised
for the manufacture of shoddy blankets. The so-called
critical supply position, which has been played up by the
Defence Department, may well have been a facade behind
which questionable deals for the supply of blankets were
conducted. The Committee consider that had the Ministry
of Defence and D-G.S. & D. asked the traditional suppliers
to expedite delivery against the pending orders and unful-
filled contracts, instead of putting an emergency order,
considerable financial loss to the Government would have
been avoided and the quality of blankets required for the
users in forward areas would not have been so much com-
promised. The Committee feel that use of the expression
“blankets of 75 per cent shoddy wool (minimum)” in the
contracts was weighted in favour of the industry because
in place of 75 per cent pure wool 75 per cent shoddy wool
{(minimum) became permissible. The Ministry of Defence
has stated that blankets made wholly from shoddy wool
contain less than 100 per cent wool. As such. in the blan-
kets containing 75 per cent shoddy wool (minimum), the
actual wool content would have been less than 75 per cent.
It may be clarified why the specification was made *“75 per
cent shoddy wool (minimum)” instead of shoddy blankets
of “75 per cent wool (minimum)”.

1.6 In their Action Taken Note* dated the 14th August, 1975, the
Department of Supply have stated:

“In the review meeting of critical items held in the room of
Secretary, Department of Supply on 29-10-71, the DOS
revealed that 4 lakh blankets were required by them on
super emergent basis by November, 1971. The matter was

*Not vetted in Audit.
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further discussed in the room of Secretary (Supply) on
1-11-71, wherein, it was decided that a Board be consti-
tuted for purchase of nonstandard blankets against emer-
gent Defence requirements. The Board was to go abead
with the procurement of 2 lakh numbers and rnieanwhile,
DOS would review and reassess their requirements and
would inform the Board of their re-assessed requirements.
The Board was to consist of the following : —

(1) Dy. Director General of Supplies & Disposals—Convener.
(2) A representative of Textile Commissioner.

(3) A representative of DI(GS), Kanpur.

(4) A representative of DOS,

(8) Peputy Secretary (Internal Finance).

(6) DS (Tex), Bombay.

As already explained against S. No. 6 (Para 1.77) the Textile
Commissioner advised DGS&D on 2-11-71 that 4 lakh
blankets could be supplied during November and Decem-
ber, 1971 conforming to Defence Specifications and subject
to the relaxations suggested by him, the DGS&D vide
their d.o. letter dated 3-11-71 intimated the said position to
DOS, who in replyv, informed that blankets to relaxed spe-
cifications as suggested by Textile Commissioner would
be broadly acceptable te them but he added that it would
not be adviseable to bind themselves to the relaxed speci-
fications in advance as there would be variation in wool
content and breaking strength in actual deliveries, the DOS
suggested that the matter should be decided by the Board

of Officers, who would seal suitable samples to guide
inspectors.

The observation regarding expediting the traditional sup-
pliers for delivery against pending orders, instead  of
putting an emergent order has already been replied to
against S. No. 6 (Para 1.77) [The Department’s reply to

the observations contained in paragraph 1.77 has been
reproduced in chapter III]

Regarding percentage of wool content, Ministry of Defence
have already stated that in the trade shoddy blankets
are the ones in the manufacture of which, the material
used is primarily shoddy wool. Shoddy Wool is recover-
ed from old woollen garments knitted woollen articles,

cuttings and the like. These materials, these days, have
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admixture of non-wool fibre and any blanket made whol-
ly from shoddy wool contain less than 100 per cent wool.
Shoddy blankets of 75 per cent wool content means that
when the material of the blanket is analysed it will con-
tain not less than 75 per cent of wool and the remainder
may be any other admixture. In the trade, the term of
shoddy blankets and shoddy wool is used quite loosely
without rhaving a standard meaning, composition and
specification (Para 1.52 of 137th Report of PAC refers.).

In addition to the above, it will be observed that against A/T
No. 794 dated 21-4-72 placed on M/s Shree Krishna Wool-
len Mills (P) Ltd., Bombay, samples were received from
the firm. These were approved by DOS for colour varia-
tion only and were sealed and sent to DIGS for issuing
suitable instructions to the Inspector concerned for gui-
ding inspection. DIGS had also been informed by DOS
that relaxation in breaking strength, weight and wool
contents of blankets was not permissible. Further sam-
ples were sent to COD for guidance at the time of re-
ceipt of blankets. In this connection, DOS letter No.
86800/C/IC/OS-P-II dated 9-6-72 refers. Against the
same A|T, DOS vide his letter of same number dated
13.7-72 had written to the DGS&D to amend the particu-
lars governing supply as follows:.—

“As per specification No. INDITC}|1408(g) and approved 23
samples in various colours type ‘C’ except that the
wool contents would be 75 per cent shoddy wool
(minimum.)”

1.7. The Committee find that the reasons for amending the spe-
cification of the blankets to ‘75 per cent shoddy woel (minimum)’
instead of ‘shoddy blankets of 75 per cent wool (minimum)' have
not been satisfactorily explained. According to the original De-
fence specification for type ‘C’ blankets, the blankets were to
contain 45 per cent indigenous wool of medium quality and 45 per
cent shoddy wool admixed with minimum 10 per cent nylon, and
the total wool content of the blankets was not to be less than 80
per cent. While deciding to purchase bhlankets of relaxed specifi-
cations, the original idea appears to have been also to procure shod-
dy blankets of 75 per cent wool content. This js borne out by the
fact that the representatives of the industry themselves had ag-
reed, in a meeting held in the Office of the Textile Commissioner
at Bombay on 4th November, 1971, (vide minutes of the meeting
reproduced in Appendix III of the 137th Report), that ‘the total
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wool content in the finished blankets shall not be less than 70 per
cent’ as against the original specification of 80 per cent wool con-
tent. Besides the Director of Ordnance Services had categorically
stated, in his letter dated 3rd April, 1972 to the Director General of
Supplies & Disposals, that ‘any deficiency which cannot be met by
specification blankets should be covered by shoddy blankets of 75
per cent wool content and normal breaking strength.’ Yet, stran-
gely, in one of his subsequent letters dated 13th July, 1972, the
Director of Ordnance Services amended the specification, inter alia,
to read as ‘wool contents would be 75 per cent shoddy wool (mini-
mum)’. In the opinion of the Committee this amendment influen-
ced the subsequent course of events. The Committee would very
much like to know specifically the reasons for this change in the
specification as a result of which the quality of blankets required
for use in the border areas were seriously impaired.

1.8. In view of the fact that the terms ‘shoddy blankets’ and
‘shoddy wool’ are used loosely by the trade, without a standard
connotation, composition and specification, the Committee are of
the view that Government should have exercised more care in ac-
cepting blankets made of shoddv woel to relaxed specifications. It
was obligatory to ensure that the quality of the blankeis was not
unduly lowered. Since this was not done, the Committee has to
reiterate its earlier conclusion that there must have been a sustain-
ed pressure from the shoddy industry on the DGS&D and the De-
fence Department for acceptance of blankets made of shoddy wool
because at that time considerable quantities of woollen garments
had been imported by the industry as rags which could be utilised
for the manufacture of shoddy blankets’.

Contracts placed on Shree Krishna Woollen Mills (Paragraph 1.82
Sl. No. 11)

1.9. Commenting on the placing of orders for blankets on Shree
Krishna Woollen Mills, the Committee, in paragraph 1.82, had ob-
served:

“The Committee have no doubt and this has been confirmed
by the findings of the CBI in regard to contracts placed
on this firm that there has been a concerted move on the
part of Shree Krishna Woollen Mills in collusion with
certain corrupt officials of the M.G.O. DOS Branch, De-
fence Department 1o blackmaii the Government and
take much undue benefits. It is significant that when
one firm failed in their contractual obligations, an asso-
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ciate of the same firm (common ownership) comes th-
rough another door, blackmails the Government and
extracts a much higher price.”

1.10. The Department of Defence, in their Action Taken Note
dated 15th September, 1975, on the above observation, have replied:

“The contracts were placed on M/s Shree Krishna Woollen
Mills by the DGS&D and not by the MGO Branch OS
Dte.”

1.11. The Committee are surprised at the curt and casual reply
given by the Department of Defence. It is ne news to the Commit-
tee that the contracts in question were placed on Shree Krishna
Woollen Mills by the Directorate General of Supplies & Disposals
and not by the MGO Branch of the Directorate of Ordnance Ser-
vices. It is, however, evident from the facts brought out during
evidence before the Committee. that the Directorate General of
Supplies & Disposals had ap=arently been influenced by the letters
written by the Director of Ordnance Services on the 25th February
1972 and 3rd April, 1972, virtually sponsoring Shree Krishna Wool-
len Mills. Besides, as pointed out in paragraph 1.95 of the Report,
in respect of the blankets supplied by this firm the Central Bu-
reau of Investigation have held that the inspecting staff of the De-
fence Department had not maintained absolute integrity and de-
votion to duty in the matter of inspecting and accepting the blan-
kets and the firm was enabled (o get away with the supply of be-
low-specification blankets. In such circumstances, the role played
by the Officials of the Department of Defence in this affair cannot
be held to be innocent. The Committee, thus would reiterate their
earlier observations in this regard. The inquiry into the part play-
ed by various officers, as required by the Committee in paragraph
1.95 of Report, should particularly take into account the aspects
stressed in these observations.

Testing of wool content of Blankets (paragraph 1.86-Si. No. 15)

1.12. Dealing with the placing of orders by the Directorate Ge-
neral of Supplies & Disposals or the supply of blankets of relax-
ed specification, instead of inviting fresh tenders for blankets ac-
cording to the prescribed specification. the Committee, in  para-
graph 186, had observed:

“Instead of inviting fresh tenders for specification blankets,
the DGS&D placed orders, between April 1972 and Oc-
tober 1972, on three firms for 5.26 lakhs blankets of
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relaxed specifications. The relaxed specifications of 4.46
lakh of these blankets was to conform to type ‘C’ in
every respect except wool contents would be 75 per cent
wool (minimum). It has been pointed out by Audit that
purchase of blankets of relaxed specifications cost Rs. 13.42
lakhs more as compared with the price for speci-
fications blankets (having 45 per cent indigenous wool
of medium quality and 45 per cent shoddy wool admixed
with 10 per cent nylon-total wool content being not less
than 80 per cent). The specification prescribed in the con-
tracts had no meaning because no scientific tests of wool
contents of blankets supplied were applied in any case.”

1.13. In their Action Taken Note dated the 17th November, 1975,

on the above observations of the Committee, the Department of
Supply replied:

“It may be explained, in this connection, that in  January,
1972 a residual quantity of approximately 5.51 lakh
numbers of blankets against indent dated 29-10-71, was
still to be covered. Enquiry for this quantity was ad-
vertised for Types A, B and C covered under the regular
specification. The tenders were opened on 7-3-72. In
response to the widespread advertisement, 49 offers were
received including 14 offers from different shoddy units
located in the country. In the meantime, DGS&D were
informed during the discussion that a further indent for
6 lakh Nos. blankets was expected from DOS (which
was actuallv received in April, 1972) for deliverv by
September/October/November, 1972 ie. 50 per cent/25
per cent/25 per cent respectively.

After the offers of the tenderers of specification  blankets
were fully analvsed with particular reference to their
capacity and delivery, it was considered that for meeting
the immediate monthly requirement of 2 lakh blankets,
as then indicated by DOS, it was essential to have sup-
plies not only from the units engaged in the manufacture
of specification blankets as indicated by DOS. but also
from larger units did not quote according to  Defence
Specification but only to modified/relaxed specification.

After availing of all acceptable offers of small scale units to
the maximum extent (4.81 lakhs were covered by end of
March *72 and finally 6.24 lakhs) it was clear that there
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was no other alternative but to purchase shoddy blan-
kets if delivery as required by the indentor was to be
maintained.

There was no purpose in issuing a separate enquiry in res-
pect of quantity of 6 lakh numbers blankets indented in
April 1972 when sufficient numbers of offers were recei-
ved both in specification and shoddy blankets against the
tender opened in March '72. As a matter of fact at that
stage, it was felt that Industry was taking advantage of
the critical position and was raising their rates. If fur-
ther enquiry was floated it was quite likely that the rates
would have been higher.

Since the capacity of all the units engaged in specification
blankets was fully utilised, it was decided to  conduct
negotiations with the shoddy units, whose offers were
otherwise acceptable. These units were invited to attend
the meeting on 10-4-72 where not only representatives of
8 shoddy units were present but also Shri Seth of Sim-
plex Woollen Mills concurrently attended as President
of Indian Shodd\ Mills Association. Tt could. therefore,
be taken that the entire industry wuas represented. There
was, therefore. no purpose in issuing again separate
enquiry for shoddy bhlankets to relaxed specification.

During the preparation of this action taken note it was consi-
dered necessary to obtain from the Ministry of Defence
(Department of Defence Production D.G.I.) the results
of detailed tests conducted bv their Inspectors before
accepting the blankets with 75 per cent shoddv wool. A
further action taken note will he submitted after infor-
mation on this point is received from the D.G.L”

1.14. Whiie the Committee do not desire to pursue the question
of fresh tenders not having heen ‘nvited for the supply of specifica-
tion blankets they would like to know the results of the detailed
tests, if any. of the wool content of the blankets conducted by the
Defence Inspectors hefore accepting the supplies. This would give
an idea of the extent to which the quality of blankets meant for
use by the Defence personnel had been compromised.

Recoveries in respect of rejected Blankets (Paragraphs 1.92 &
1.96—S81. Nos. 21 and 25)

1.15. Dealing with the claims of Government in respect of the
blankets found unacceptable to the indentor, the Committee, in
paragraphs 192 and 196, had obsorved:
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1.92 “From the facts disclosed in the Audit Paragraph as well
as the report of the CBI which investigated the supply of
sub-standard blankets by Shree Krishna Woollen Mills
against three A/Ts Nos. 664, 691 and 794, it is clear that
the DOS, Army Headquarters and the Department of
Supply sacrificed the interest of the Government and
allowed themselves to be duped by this fim. There had
been outright rejection of 1452 biankets against A/T No.
664 and 2,898 blankets against A/T No. 691 and these were
not acceptable even on a price reduction. The value cal-
culated on the basis of the blankets accepted under price
reduction is stated to be Rs. 3,05,566 and the claims cover-
ing blankets not acceptable under price reduction are still
to be worked out.

* * * * *

1.96 The Committee have noted that so far ag the loss to Gov-
ernment on account of supply of sub-standard/below speci-
fication blankets is concerned, action was initiated by
DGS&D to effect recovery from the firm. They were serv-
ed with a Demand Notice for a sum of Rs. 3,05.566. The
stay of this recovery has. however, been granted by the
Delhi High Cour:. The Committee would like to be in-
formed about the final disposal of this case.”

1.16. With reference to the observations contained in paragraph
192, the Department of Supply. in their Action Taken Note dated
17th November, 1975, have stated:—

“In A/T No. 664 where demand notice has been issued for
Rs. 3,06,566/- oward: blankets to be accepted under price
reduction——firm has obtained the stay frov: Delhi High
Court. As regards totally rejected  blankets, DOS has
intimated the salvage value on 7-1-1975. In consultation
with the Ministiyv of Law. Litigation Section has been
requested to take further action for filing an appeal in
the Delhi High Court against the stay and also to include
the amount to be recovered for :he totallv rejected quan-
tity. This amount comes to R: 53.761/75.

As regards A/T No. 691 where recovery has to be made for
2.898 Nos. of Blankets not acceptable even under price re-
duction Ministry of Law has been consulted on various
occasions for issue of demand notice. Theyv have finally
desired to know whether the firm was associated at the
time of reconstitution of the sample and whether any let-
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ter was given to them after re-inspection stating that the
stores were not according to the specification and were
unacceptable. This information has been called for from
CBI/CTT&C and the demand notice is likely to be issued
as soon as replies are received.”

1.17. The Action Taken Note dated 17th November, 1975 furnished
by the Department in regard to the observations contained in para-
graph 1.96 is reproduced below:

“The matter is still sub-judice. The Committee would be in-
formed the outcome of the case when the same is settled
by the Delhi High Court.”

1.18. The Committee take a serious view of the desultory man-
ner in which the question of enforcing Government’s claims in res-
pect of the blankets rejected by the indentor is being dealt with by
the concerned departments. As early as 2Ist December 1974, the
Committee had been informed by the Department of Supply that
‘action has been taken to contest the case’ filed by Shree Krishna
Woollen Mills in the Delhi High Court praying for a stay of the
recovery of Rs. 3.05,566, representing the Government’s claim towards
blankets accepted under price reduction in respect of A/T No. 664.
Yet, till Novenber 1975, no real steps appear to have been taken by
the Department of Supply to get the stay vacated and the Depart-
ment is stiil in the process of ‘filing an appeal’ against the stay. The
Committee cannot countenance such delays where the financial
interests of Government are concerned and desire that appropriate
steps should be taken soon to get the stay vacated and to effect
recovery.

1.19. The delay in regard to the recoveries due in respect of A/T
Ne. 691 is equally deplorable. Here again, the Committee had been
informed by the Department of Supply on 21st December, 1974, that
on the basis of the advice given by the Ministry of Law, Government
was making a claim towards breach of warranty against the sup-
plier. Al that has happened since then, in the span of about a year,
is further consultation with the Ministry of Law and deferment of
effective action for the recovery of monies legitimately due to Gov-
ernment. The Committee ask for this long-pending issue to be fina-
lised forthwith and an upto date report furnished to them. The
Committee would also like to be informed of the money value of the
2,898 blankets rejected against this supply order.
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Fixation of responsibility for lapses and suspension of Business deal-
ings with the Firm (Paragraphs 1.88, 1.93, 1.95 and 1.97—
Sl. Nos. 17, 22, 24 and 26).

1.20. Commenting on the role played by different officials of the
Departments of Defence and Supply in this transaction, the Com-
mittee, in paragraphs 1.88, 1.93, 1.95 and 1.97, had recommended:

1.88 “The Committee are not at all convinced by the argument
advanced by the Ministry that orders for 5.26 lakh blan-
kets at Rs. 45.02 per blanket was placed because the capa-
cities of the other supplying firms were full. Besides pay-
ing higher prices for the blankets of relaxed specifications
the Department very willingly compromised the quality
of blankets, as it has been categorically stated by the
representative of the Department of Defence that 75 per
cent wool, if it is shoddy, does make it inferior to quality
‘A’ and ‘B’. The Committee consider that there was a
serious lapse on the part of the Department of Supply in
not calling for fresh tenders for this item when for speci-
fication blankets, tenders were called and particularly,
when a higher rate was going to be paid for shoddy blan-
kets. The Committee are of the view that it is a clear
case of collusion and require responsibility to be fixed for
examplary punishment under advice to the Committee.

L * * *

1.93. The Committee would like the Government to investigate
how the Officers of the Department of Supply in what ap-
pears to be clear collusion with an officer of no less than
a Director of Ordnance Services (Lt. Gen. Sandhu)
placed as many as four contracts with Shree Krishna
Woollen Mills knowing fully well its anticedents and its
past performance. This is a case of clear corruption. The
Committee would also like the Government to enquire
why the Defence Department failed in their dutv to detect
the defective supplies tendered by this firm for inspec-
tion. It is a sad commentary on the functioning of the
Defence Inspectorate that it was only an anonymous com-
plaint to Central Ordnance Depot. Kanpur and also the
Director General of Supplies and Disposals which exposed
the scandal.

*® *x - *

1.95 The Committee have noted that the Central Bureau of
Investigation which enquired into the matter of supply of
sub-standard blankets by Shree Krishna Woollen Mills
have held that one Lt. Col, one Scientific Officer, three

2418 LS—2.
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officiating Chargemen (Grade I), one Chargeman (Grade
IT) and one Officiating Assistant Foréman did not maintain
absolute integrity and devotion to duty in the matter of
inspecting and accepting the blankets and, as a result, the
firm supplied a large number of sub-standard and below
specification blankets, resulting in pefuniary advantage
of more than Rs. 3 lakhs to the firm. The C.B.I. has also
recommended banning of business dealings with the firm.
More than a year has elapsed since the findings of the C.B.I.
were communicated to Government but the Government
have not yet initiated proceedings for major penalties
agamnst the six civilian officers and no decision has been
taken on the suggestion that the pension ¢f the Lt. Col.
who was released from re-employment in the army with
effect from 15th June, 1973, should be reduced. The Com-
mittee would like that disciplinary proceedings should be
finalised without delay. The Committee would also like
to know the decision taken by the Government on the
recommendation that business dealings with this firm and
any other firm or company owned, managed or controlled
by the Directors of this firm, should be banned. The
Committee are of the opinion that an immediate inquiry
should be instituted into the part played in this case by
various officers in particular the Director of Ordnance
Services (Lt. Gen. Sandhu). The Committee would sug-
gest that this inquiry should be entrusted either to the
Central Vigilance Commission or to a Judicial Commission
presided over by a sitting High Court Judge.
& ] & t 3
1.97. The Committee are most distressed to see that the offi-
cials mentioned above who were entrusted with safeguard-
ing the financial interests of the Government while pro-
curing an essential item for our fighting troops, namely
blankets, in the forward areas conspired with private
business and defrauded the exchequer as well as seriously
jeopardised the fighting efficiency of our troops by expos-
ing them to climatic hazards. Appropriate action should
be taken against them immediately and the more senior
the officer involved the more severe the punishment that
should be inflicted on him.”
1.21. In their Action Taken Note dated the 17th November, 1975
on the above recommendations, the Department of Supply have

stated as follows:—
“The Public Accounts Committee had recommended that an
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inquiry is to be instituted into the part played in the
case by various officers and that such an inquiry should
be entrusted either to the Central Vigilance Commission
or to a Judicial Commission presided over by a High Court
Judge. The Cabinet Secretariat have been requested to
take a view on behalf of the Government as a whole re-
garding the agency who should conduct the inquiry. The
decision of the Cabinet Secretariat is awaited. Further
action taken notes will be forwarded in due course.”

1.22. The Department of Defence in their Action Taken Note
dated the 9th October, 1975, furnished to the Committee with re-
ference to the recommendations contained in paragraph 195 have
stated:

“After investigating the case, the C.B.I. recommended action
against Lt. Col. JBS Thakur under Sectian 45 read with
Section 52(f) of the Army Act, 1950 and regular depart-
mental action against S/Shri Y. R. Chawla, SSO-1I, M. D.
Gupta, Chargeman Grade I, P. L. Joshi, Chargeman Grade
1, S. K. Joshi Chargeman Grade I, K. L. Tuckley, Charge-
man Grade Il and R. Ramakrishnan, Agsistant Foreman.
Departmental proceedings, as for a major penalty, in
common proceedings have been initiated against all the
civilian officials mentioned above. Chargesheets under
Rule 14 of the CCS(CC&A) Rules, 1965 were issued to
them on 11-3-75.  As the Officials denied thd Charges
against them, the case has been entrusted to a Commis-
sioner for Departmental Enquiries for an enquiry.
Enquiry proceedings are now pending with the Commis-
sioner for Departmental Enquiries.

As regards Lt. Col. J. B. S. Thakur, court martia] proceedings
could not be initiated against him as he was released
from re-employment in the Army with effect from 15th
June, 1973. The C.B.I.. who were requested to examine
the question of prosecuting Lt. Col. Thakur and the otbars
in a Court of Law, stated that the material available in
this case did not warrant prosecution of either Lt. Col.
Thakur or the other civilian officials. Therefore. the
feasibility of imposing a suitable cut in tle pension of
Lt. Col. Thakur on the basis of the evidence brought out
in the SPE’s report is under active consideration.

The CBI's recommendation, that business dealings with the
Shree Krishna Woollen Mills and any other firm or com-
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pany owned, managed or controlled by the Directors of
this firm should be banned, is under consideration of
Government.

Regarding the recommendation of the P.A.C. for entrusting
the enquiry either to the Centra]l Vigilance Commission or
to a Judicial Commission presided over by a High Court
Judge, the Central Vigilance Commission have agreed to
undertake a fact-finding enquiry. The Inquiry Officer ot
the CVC will be assisted by two officers of the Ministry
of Defence and the Department of Supply, who are con-
versant with the case. After the report of the fact-finding
enqujry is received, further necessary action, if any, will
be taken by the Government in consultation with the Cen-
tral Vigilance Commission.”

1.23. The Committee note that the Central Vigilance Commission
have agreed to undertake a fact-finding enquiry into this case. The
proposed enquiry should be thorough and should also be completed
quickiy. Stringent action must follow against officials found guilty
of maiafide intentions and corrupt practices. As already observed
by the Committee, in paragraph 1.97, the more senior the officer
involved, the more exemplary the punishment inflicted ought to be.
Pending completion of the inquiry, Government should examine the
feasibility of at least transferring the officers whose bonafides are
suspect to less sensitive areas of work. The Committee would like
to know the final decision of the Cabinet Secretariat, which needs
to be expedited, on their recommendation contained in paragraph
1.93.

1.24. The enquiry proceedings relating to the six civilian officials
of the Defence Inspection Organisation about whom the Special
Police Establishment of the Central Bureau of Investigation, report-
ed as long ago as in November, 1973, that they had not maintained
absolute integrity and devotion to duty in the matter of inspecting
and accepting the blankets, are stated to be still pending with the
Commissioner for Departmental Enquiries. The Committee ask for
expedition in this matter. The fina]l decision on the question of
imposing a suitable cut in the pension of the Lieutenant-Coionel who
was found guilty by the Special Police Establishment and who is
stated to have been released from re-employment in the Army must
not be delayed any further, as more than two years have elapsed
since the ‘Investigating Agency’ submitted its report. The Commit-
tee need hardly emphasise that such delays in the completion of dis-
ciplinary proceedings foil their purposes and should be avoided.



15

1.25. What causes grave concern to the Committee is the appa-
rent reluctance on the part of Government to initiate action on
another recommendation of the Central Bureau of Investigation to
the effect that business dealings with the firm, Shree Krishna Wool-
len Mills, which had indulged in malpractice, substitution and other
irregularities, should be banned. It is distressing that there has
been no decision in this regard, in spite of the lapse of over two years
since the findings of the Centraj Bureau of Investigation were made
available to Government and more than a year since the Committee
were first seized of this matter. Government have also not furnish-
ed any reasons for this delay, except to state that the recommenda-
tion was ‘under consideration’. The Committee deplore this delay
in a straight forward case and take serious view of the peculjarly
casual approach of Government in this matter. The circumstances
of and reasons for this delay should be forthwith investigated and
responsibility fixed for appropriate action. The Committee reiterate
its earlier recommendation that business dealings with this firm and
any other firm or company owned, managed or controlled by the
Directors of this firm should be banned, and call upon Government

to implement it forthwith and report the action taken within a
month.



CHAPTER 1I

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN
ACCEPTED BY GOVERNMENT

Recommendation

MGO Branch (Directorater of Ordnance Services) Defence De-
partment placed an indent on DGS&D for supply of 6 lakh blankets
by 30th September, 1972 and another 6 lakh by 30th September, 1973.
The blankets were of three prescribed specifications viz.

(a) 100 per cent indigenous wool of medium quality.

(b) 90 per cent indigenous wool of coarser quality admixed
with 10 per cent viscose rayon or nylon.

(c) 45 per cent indigenous wool of medium quality and 45
per cent shoddy wool admixed with minimum 10 per cent
nylon total wool content blankets shall not to be less than
80 per cent.

[S. No. 1 (Para 1.72) of Appendix VI to 137th Report (Fifth Lok
’ Sabha)]

Action Taken

No action by Government is called for on these observations of
the PAC.

[Ministry of Defence O. M. No. PC 12(1)/75/D(0.1.)dated 22-9-75]

Recommendation

This is a rigid precondition put forward although the supply tim-
ings had no relation whatscever with stipulation. As the blankets
were required at short notice the Defence Department agreed to
relax the specification. According to relaxed specifications, (i) the
blankets could be made with imported shoddy wool, (ii) the wool
content was not to be less than 70 per cent; and (iii) breaking
strength could be less by 10 per cent.

[S. No. 2 (Para 1.73) of Appendix VI to 137th Report (Fifth Lok
v ' Sabha)]

16
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Action taken

No action by Government is called for on these observations of
the PAC.

[Ministry of Defence O.M. No. PC 12(1)|75!D(O.1.) dated 22-9-1975]

Recommendation

A sense of urgency was created and the reason advanced by the
Defence Department for such a course of action was that the supply
of blankets by the DGS&D was not keeping pace with the require-
ments of the Defence Department.

[S. No. 3 (Para 1.74) of Appendix VI to 137th Report
(5th Lok Sabha)]

Acfion taken

No action by Government ig called for on these observations of
the PAC.

[Ministry of Defence O.M. No. PC. 12(1)/75/D(0.1.)
dated 22-9-1975]

Recommendation

According to the information furnished to the Committee, the
normal annual requirement of blankets by the Defence Department
is approximately 7 lakhs and the specifications are also rigid. It has
been stated that the ‘Defence Department’ makes advance planning
and places its indents on the DGS&D. The DGS&D places accep-
tances of Tenders on registered suppliers for supplies within the
dates indicated in the acceptance notes and the dates are also ex-
tended in relaxation in consultation with the indentor. Inspection
of goods supplied against the Acceptance of Tenders is the respon-
sibility of the MGO Branch of Defence Department and the proce-
dure followed by the Defence Inspectorates for the inspection of
goods supplied by the trade against the A, Ts placed by the DGS&D
is as per DGI’s Standing Orders. It has also been stated that certain
departures on points of detail from the general inspection drill are
made on the merits of each case.

[S. No. 4 (Para 1.75) of Appendix VI to 137th Report
(5th Lok Sabha)]

Action taken

No action by Government is called for on the observations mede
by PAC. It may however be stated that the inspection of goods
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supplied against the A/T isb the‘responsibility of the Directorate
‘General of Inspection and not of the MGO Branch,

[Ministry of Defence O.M, No. PC. 12(1)/75/D(0.1.)
dated 15-9-19757

Recommendation

The Secretary of the Department of Supply has stated during
evidence that it is not the function of the DGS&D to scrutinise the
demand that is placed on them. There was a pressing demand for
the supply of blankets on the DGS&D who taking into consideration
the emergency situation sought the good offices of the Textile Com-
missioner and, as a result of a meeting held in the office of the
Textile Commissioner with the industry on 4th November, 1971

arranged for the supply of blankets according to relaxed specifica-
tions.

[S. No. 5 (Para 1.76) of Appendix VI to 137th Report
(5th Lok Sabha)]

Action taken

No action by Government is called for on these observations of
the Public Accounts Committee.

[Department of Supply O.M. No. P III-22(1)/75
dated 22-10-1875]

Recommendation

On the 3rd November, 1971 the Deputy Director General (N)
(DGS&D) wrote to the Defence Department that blankets manufac-
turers can meet the additional defence requirements of 4 lakh num-
bers subject to certain relaxations. On the same day, the Lt. Genl
Sandhu the DOS, Army Headquarters, writes to Secretary in the
Ministry of Supply, that description and the specifications of the
blankets as mentioned in D.D.G.(N) (DGS&D) D.O. letter of 3rd
November, 1971, are broadly acceptable to the Army Headquarters.
On the 23rd November, 1971 DDOS(P), Army Headquarters, makes
a request to DDG(N), DGS&D “kindly place orders on these two
firms (M/s. Krishna Woollen Mills, Bombay and M/s. Swadeshi
Woollen Mills. Ludhiana) and forward copies of the same to this
office by hand for further action.

[S. No. 8 (Para 1.79) of Appendix VI to 137th Report
(5th Lok Sabha)}



19

Action taken

No action by Government is called for on these observations of
the Public Accounts Committee.

[Department of Supply O.M. No. PIII-22(1)/75 dated
92-10-1975]

Recommendation

M/s Shree Krishna Woollen Mills whose name was recommen-
ded by the Defence Department received an order for supply of
13,000 blankets which were stated to be lying ready in stock with
them. The samples submitted by this firm were examined and dis-
cussed in the room by MGO on 18th November, 1971 and it was
decided to procure these blankets on the basis of the two samples.
In pursuance of the recommendation of the Defence Department
that DGS&D should place o-der on Shree Krishna Woollen Mills,
Bombay negotiations were conducted with the firm on 26th Novem-
ber, 1971 and an order was placed with them with the approval of
Associated Finance, for delivery of 13.000 blankets by 10th Decem-
ber, 1971. Earlier on 9th November, 1971 a contract was placed
with Shree Krishna Woollen Mills for supply of 50,000 blankets to
the relaxed specifications pursuant to the discussions held with the
shoddy industry that blankets with deviations should be accepted.
The delivery of 50,000 blankets was to be made by 31st December,
1971. The firm could supply only 37,000 blankets by the due date.
The quantity on order with Shree Krishna Woollen Mills was in-
creased on Ist January, 1972 from 50.000 to 1,00.000 angd this was
stated to be done “with a view to ensure supply by 31st January,
1972 of 4 lakh blankets wanted bv Defence Services by November-
December, 1971 out of 12 lakh blankets indented for in October, 1971.

[S. No. 9 (Para 1.80) of Appendix VI to 137th Report
(5th Lok Sabha)]

Action taken
No action is called for on these observations of the PAC.

[Ministry of Defence O.M, No. PC. 12(1)/75/D(O.1)
dated 22-9-1975]

Recommendation

One of the associates of Shree Krishna Woollen Mills viz, Arther
Import & Export Co. was given an order for 62,500 blankets out of
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the total quantity of 19 lakhs indented for earlier. This firm had
-supplied 34,200 blankets against the order of 62,500 and the balance
-of 28,300 blankets was cancelled. The Committee strongly suspect
that after Arther Import and Export Co. had failed in the contrac-
tual obligations, their own associate Shree Krishna Woollen Mills
came forward through another door to supply blankets which even-
‘tually turned out to be of very much sub-standard quality. It may
be mentioned that two of the Directorg of Arther Import and Export
‘Co. (Shri S. N, Puri and R. N. Khanna) are alsp Directors of Shree
‘Krishna Woollen Mills (P) Ltd.,, Bombay.

[S- No. 10 (Para 1.81) of Appendix VI to 137th Report
(5th Lok Sabha)]

Action taken

No action by Government is called for on these observations of
the Public Accountg Committee,

[Department of Supply O.M. No. PIII-22(1)/75 dated
22-10-1975]

Recommendation

On the 25th February, 1972 DOS, Army Hgqrs. in his letter addres-
sed to Secretary, Ministry of Supply writes:

“Recently on 11th February, 1972 a meeting was held by the
DGS&D in Bombay with the representatives of the shoddy
mills associations on the question of precurement of
blankets. The Shoddy mills association could at best offer
5 lakhs blankets per year of reduced specifications, i.e.
blankets having 75 per cent wool content against 80 per
cent wool content. Shree Krishna Woollen Mills have
offered to produce 50,000 blankets per month with 80 per
cent wool content provided they are immediately booked
and given long term orders.

In the light of the above and past experience of the rate of
supplies it is necessary that all these mills who oifer to
concentrate on manufacture of blankets for defence es-
pecially of normal specification should be fully booked
as early as possible. This is all the more important as
price of wool is rising and any delay will result in extra
expenditure. You might like to look into the case of M/s
Shree Krishna Woollen Mills in the above context.”

'[S. No. 12 (Para 1.83) of Appedix VI to 137th Report
f (5th Lok Sabha)]
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Action taken

No action js called for on these observations of the PAC.

[Ministry of Defence O.M. No. PC. 12(1)/75/D(O.1)
dated 22-9-1975]

Recommendation

Again on the 3rd April, 1972 DOS (Lt. Genl. Sandhu), Army
Headquarters sends a letter to DGS&D stating that:—

“The total requirement of blankets in 1972-73 subject to clear-
“ance by Ministry of Finance (Defence) will be 8.91 lakhs
(new indent) plus 9.07 lakhs against outstanding contracts,
i.e. 17.98 lakhs. Against this and taking into account the
availability of blankets with us we would require 12
lakhs out of 17.98 lakhs by September 1972. Our assess-
ment is that the old suppliers will not be able to deliver
more than 6 to 6.5 lakh blankets bv September, 1972, New
suppliers who can supply A, B and C grade of blankets
should, therefore. be tapped. Any deficiency which can-
not be met by specification blanket should be covered by
shoddy blankets of 75 per cent wool content and normal
breaking strength.”

[S. No. 13 (Para 1.84) of Appendix VI to 137th Report
(5th Lok Sabha)]

Action taken
No action is called for on these observations of the PAC.

[Ministry of Defence O.M. No. PC. 12(1)/75/D(O.L)
dated 22-9-1975]1

Recommendation

He even goes to the extent of putting in, that letter a recom-
mendation for Shree Krishna Woollen Mills saying that:—

“You must have received the capacity report of Shree Krishna
Woollen Mills and also negotiated with them and
other suppliers. I shall be grateful if an indication of the
outcome of the negotiation specially with regard to the



22

prospects meeting the requirement of 12 lakh blankets
by September 1972 can be given.”

[S. No. 14 (Para 1.85) of Appendix VI to 137th Report
(5th Lok Sabha)]

Action taken
No action is called for on these observations of the PAC.

[Ministry of Defence O.M. No. PC. 12(1)/75/D(0.1.)
dated 22-9-1975]

Recommendation

One of the firms receiving the order of 3,86,000 blankets is the
same firm, wviz. Shree Krishna Woollen Mills whose

name was recommended by DOS, Army Headquarters (Lt. Gen.
Sandhu).

[S. No. 16 (Para 1.87) of Appendix VI to 137th Report
(5th Lok Sabha) ]

Action taken

No action by Government is called for on these observations of
the Public Accounts Committee.

[Department of Supply O.M. No. P. III-22(1) /75 dated
22-6-1973]

Recommendation

1t is noteworthy that Shree Krishna Woollen Mills did not attend
the meeting held on 10th April, 1972 where besides the representa-

tives of 8 shoddy units the President of the Indian Shoddy Mills Asso-
ciation was present.

[S1. No. 18 (Para 1.89) of Appendix VI to 137th Report
(5th Lok Sabha) ]

Action taken

No, action by Government is called for on these observations of
the Public Accounts Committee.

[Department of Supply ‘OM. No. P. III-22(1) /75 dated
22-10-1975]
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Recommendation

Shree Krishna Woollen Mills had also given a representation ad-
dressed to the Minister on 5th April, 1972 saying that they could supply
blankets with 75 per cent wool content otherwise conforming in every
respect to Defence specification, at the rate of Rs. 41 per blanket,
offering delivery at the rate of 50 to 60 thousand numbers per month.
This representation is stated to have been discussed in the room of
the Minister of Supply on 7th April, 1972 orders for additional quan-

tities of blankets were thereafter placed on Shree Krishna Woollen
Mills.

[S. No. 19 (Para 1.90) of Appendix VI to 137th Report
(5th Lok Sabha) ]

Action taken

No action by Government is called for on these observations of the
Public Accounts Committee.

[Department of Supply O.M. No. P III-22(1) 75 dated
22-10-19757

Recommendation

The Committee are surprised by the statement made by the Mini-
stry of Defence that “All consignments of barrack blankets from
M's Shree Krishna Woollen Mills were inspected before issue of
Inspection Notes accepting them.” This is not correct. Had the ins-
pection been done properly and faithfully by the inspec‘ing staff and
in terms of the instructions laid down in the DGI’s inspection order,
the acceptance of a large number of sub-standard blankets would
not have been possible. There would seem to have been dismal

failure and dereliction of duties on the part of the inspecting staff
also.

[S. No. 23 (Para 1.94) of Appendix VI to 137th Report
(5th Lok Sabha) ]

Action taken

The consignments of Blankets Barrack from M s Shree Krishna
Woollen Mills were inspected, before issue of inspection notes accept-
ing them. However, it was found subsequently that this inspection
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had not been carried out satisfactorily. The case was investigated
by the CBI. The C.B.I. accused one SSO-II, one Assistant Foreman
and four chargemen of dereliction of inspection duties. The CVC re-
commended department disciplinary action against these individuals.
Disciplinary proceedings have been instituted against these officials
and the case has been entrusted to a Commissioner for Departmental
Enquiries for a joint enquiry.
[Ministry of Defence O.M. No. PC 12(1)/75/D (O.1.) dated
15-9-1975%



CHAPTER IIl

RECOMMENDATIONS/OBSERVATIONS WHICH THE COMMIT-
TEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF THE
REPLIES RECEIVED FROM GOVERNMENT

Recommendation

The Committee are constrained to note that in spite of the fact
that the annual requirements of the Defence Department for Supply
of blankets were known to the DGS&D, they had not made any firm
arrangements either for locating new source of supply of rhe right
quality or for watching the deliveries against A'T placed on tradi-
tional suppliers. In several cases deliveries had to be extended or
contracts had to be cancelled. When an emergent indent was receiv-
ed from the Defence Department for supply of 4 lakh blankets, the
DGS&D without taking any steps to expedite supplies against the
pending contracts, acquiesced in the proposal of the Textile Com-
missioner that 4 lakh blankets could be obtained from the shoddy
industry with relaxed standards. It is very surprising that the DOS
Defence Department should have readily agreed to this proposal on
the false plea of emergency although there was in fact no emergency
at all. When asked to state what was meant by emergency demand
the representative of the Defence Department has informed the Com-
mittee in evidence that, “There were about 12 lakh blankets already
outstanding for supply between 1969 and 1971. These were not be-
ing supplied according to schedule which had been arrived at on the
contractual basis worked out by DGS&D. We were left with no
other option but to place an additional demand for 6 lakhs for deli-
very during 1972-73. though previous demand was existing there,
because we do forward provisioning”. He further informed the Com-
mittee that “this indent was not an emergency purchase. This was
only an indent placed for 1972-73 in the routine fashion. All that
has happened was that we had advanced the schedule of delivery.
We had asked for it a little earlier.” The Committee are not at al
convinced with the submission of these arguments.

[S. No. 6 (Para 1.77) of Appendix VI to 137th Report
(Fifth Lok Sabha) k
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Action taken

As regards the question of annual requirement of Defence De-
partment being known to DGS&D, the position is-clarified as under: —

() During the meeting held in DGS&D on 4-3-71, DOS in-
formed that the requirement of Blankets will be more or

less steady@ 6 lakhs blankets per annum for the next
three years.

(ii) Deputy DOS informed on phone on 6-1i-71 that normel

annual requirements of blankets would be about 7.38 lakhg
Nos.

(iii) DOS under letter No. 86800!C/KC'OS-P-II dated 6-2-1973
also indicated monthly wastage figure as 60,000 Nos. which

would give the impression of the annual requirements
would be about 7.20 lakhs.

It is not correct to say that DGS&D did not make anv efforts to
locate the new source of supply for the right quality of blankets.
As the established suppliers in large scale units were not quoting
against DGS&D enquiries for blankets, certain measures were adopt-
‘ed in consultation with the Department of Supplv to make up the
deficiencies, to watch deliveries against the A'Ts placed with the
traditional suppliers and to adopt measures for locaiing new source
of supply. The position of supplv of blankets was under constant
‘review at the level of Senior Officers in DGS&D and the Ministry of
Supply. Apart from the regular machinery that existed in DGS&D
for progressing Co-ordination Committee meeting were held by the
Secretary (Supply) with Senior Officers of Services Headquarters
and Ministry of Defence. Similarly regular review meetings for
critical items were held by Director General, DGS&D with the Direc-
tor of Ordnance Services. Details are as follows: —

(a) In January 1971 a Cc-ordination Committee meeting was
held when the problem of large demands on the one hand
and the reluctznce cf the bigger units in the industry to
quote to DGS&D on the other, were discussed;

(b) In March 1971, Secretary (Supply) held a meeting with
the large scale manufacturers but the response was not
encouraging,

(c) In July 1971, the DGS&D deputed a team of Officers head-
ed by Deputy Director General and consisting of represen-
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tatives of Defence Inspectors and DOS to visit the manu-
facturing centres in Punjab to expedite supplies. After
visiting the various centres the team submitted its findings
on the basis of which it was concluded that the require-

ments of DOS would not be met fully by expected supplies
from the traditional suppliers;

{d) KVIC wrere requested to mobilise additional sources of

supply according to the then Defence specification of their
own specification;

(e) Further round of discussions were held with larger units
to see if they could supply blankets at the negotiated rate,

which evidently was on the higher side, as compared to the
rate of the small scale sector;

(f) The assistance of textile Commissioner was sought for pro-
curing large number of blankets. This has a reference to
the decision taken in the Department of Supply on 9-8-1971.
Discussions were held with KVIC on 19-8-71 and conse-

quently orders for 20,000 blarkets were placed as per
samples.

{g) A meeting was held on 22-10-71 in the room of Additional
Secretary, Ministry of Defence, werein it was decided that
DGS&D would submit report by 30-10-71 on the arrange-

ments made by various firms for stepping up the produc-
tion.

(h) Textile Commissioner vide his telex dated 27-10-71 inti-
mated DGS&D that 15,000 Blankets to required specifica-
tions could be obtained'arranged before 15-11-1971, as
against the Defence requirements of 4 lakhs.

(i) A meeting was held in the room of Secretary (Supply) on
29-10-1971 wherein, it was decided that with the help of
Textile Commissioner the possibilities of pursuading the

big mills would be explored to supply as large a number
of blankets as possible.

(i) Textile Commissioner vide his telex dated 29-10-71 intimat-
ed names of bigger shoddy spinning mills, who could supply
the required blankets as per specification by the end of
December, 1971 if orderg were placed immediately.

2418 L.S.—3.



28

(k) Textile Commissioner, vide his letter dated 30-10-71 in-
formed Secretary, Indian Shoddy Mills that 4 lakhs blan-
kets conforming to Defence Specification IND|TC|1408 (g)
were required by DGS&D within a period of one month.
Secretary ISMA was- advised to direct all the prospective
suppliers to contact DGS&D with their prices and schedule

of delivery.

(1) A meeting was held in Textile Commissioner's Office on
31-10-71 with the representatives of Shoddy industry for
procurement of 4 lakh blankets within one month. During
discussions it emerged that it was not possible to get the
stores ynless the specifications were relaxed [pp. 8-%/-

"DDG (N) Shoddy].

{(m) On 1-11-71, a meeting was held in the room of Secy.
Department of Supply. It was felt during discussion that
supply of 1.25 lakh blankets against contracts already
‘placed could be expected by November 1971. DGS&D in-
formed in this meeting that in the discussions held with
larger units, it emerged that it was not possible to get speci-
fication blankets. It was, therefore, decided to constitute
a Board of Officers to effect procurement of non-standard
blankets against emergent Defence requirements.

(n) Textile Commissioner advised DGS&D on 2-11-1971 that
4 lakh blankets could be supplied during November!Dec-
ember 1971 to Defence specifications, subject to the follow-

ing relaxations: —

(i) Firm order should be placed within 3 days

(ii) Specification should be relaxed and 70 per cent wool con-
tents in lieu of 80 per cent should be accepted.

(iii) Breaking strength reduced by 10 per cent. and
(iv) The supplies would be effected in plain dark grey shade,
otherwise slight variation in grey -eolénr bé permitted.

3. It may be further clarified that the Ministry of Defence did
not place a separate emergent indent for 4 lakh blankets. This re-
quirement was reiterated within the original indent placed by the
Ministry of Defence on 29-10-1971, for 12 lakh blankets. 4 lakh
blankets out of the indent for 12 lakh blankets placed on 26-10-71
were required in ‘addition to supplies materialising against indents

placed earlier.
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4. The DOS in his DO letter of 3 Nov. 71, stated that descriptions
and specifications of the blankets as mentioned in DO letter of
November, 71, from DDG (N) are broadly acceptable to us. He
however, felt that it will not be advisable to bind ourselves to these
specifications in advance as there are bound to be variations in wool
content and breaking strength when deliveries are actually made.
He also suggested that the matter be left to be decided by the Board
of Officers to be constituted by the DGS&D for this purpose., in
which his representative and the representative of DI (GS) will
also serve as members.

5. The position explained in the foregoing clearly shows that
in spite of best efforts on the part of DGS&D to tap new sources of
supplies and progressing the contracts placed for the standard
blankets supplies did not come through as expected. Considering
the emergent situation faced by the DGS&D and the DOS, there
was no other alternative but to procure the shoddy blankets to the
relaxed specifications. as suggested by the Textile Commissioner/
Board (Constituted for purchase of non-standard blankets against
emergent Defence requirements).

[Department of Supply O.M. No, P 111-22(1) /75 dated
14-8-1975]

Recommendation

It has been pointed out in the audit paragraph that out of the
first lot of 1.13 lakh blankets ordered on Shree Krishna Wocllen
Mills, 0.13 lakh blankets supplied in December 1971 were accepted
for meeting urgent requirement although breaking strength of these
blankets were much lower. Of the balance cne lakh blankets 0.50
lakh blankets were to be supplied by December, 1971. As the firm
failed to supply the blankets by then it was allowed to supply all
the one lakh blankets bv January, 1972. The blankets were actual-
ly supplied by February, 1972. The Committee feel that the action
of the D.GS.&D. in giving ex!ension of delivery date to Shree
Krishna Woollen Mills particularly when the Defence requirement
was stated to be an urgent need because of an emergency wag most
improper and highlv objectionable.

[S. No. 20 (Para 1.91) of Appendix VI to 137th Report
(5th Lok Sabha)]

Action taken

The quantity of 1.13 lakhs blankets consisteq of 2 contracts—
one dated 27-11-71 for 13.000 Nos. to be delivered by 10-12-71. The
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firm delivered 10,000 Nos. in time and balance 3,000 Nos. by 24-12-71
(Inspection Note Dates). The second contract was placed on
8-11-71 initially for 50,000 Nos. to be delivered by 31-12-71 and later
on increased on 11-1-72 to one lakh Nos. for delivery of the increased
quantity of 50,000 Nos. by 31-1-72. The firm supplied 37,000 out of
50,000 Nos. by the due date 31-12-71. The shrotfall of 13,000 against
the original quantity of 50,000 Nos. was made up by 15-1-72, i.e. with
the delay on only 15 days. The quanTity of 50,000 Nos. which was
ordered on 1-1-1972 could not, however, be delivered by 31-1-1972
and extension of D.P. for this quantity was given for delivery upto
28-2-72 was allowed as the DOS had agreed to the same in a meeting
held in the room of DG(S&D) on 1-2-1972 and attended by DOS him-
self as recorded on the DGS&D Purchase file.

[Department of Supply O.M. No. P 11I-22(1) /75 dated
17-11-1975]



CHAPTER 1V

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND WHICH
REQUIRE REITERATION

Recommendation

The Committee are inclined to think that there must have been
a sustained pressure from the shoddy industry on the DGS&D and
the Defence Department for acceptance of blankets made of shoddy
wool because at that time considerable quantities of woollen gar-
mens had been impored by the industry as rags which could be
utilised for the manufacture of Shoddy blankets. The so-called
critical supply position, which has been played up by the Defence
Department may well have been a facade behind which questionable
deals for the supply of blankets were conducted. The Committee
consider that had the Ministry of Defence and DGS&D asked the
traditional suppliers to expedite the delivery against the pending
orders and unfulfilled contracts. instead of putting an emergency
order considerable financial loss to the Government would have
been avoided and the quality of blankets required for the users in
forward areas would not have been so much compromised. The
Committee feel that use of the expression ‘blankets of 75 per cent’
shoddy wool (minimum). in the contracts was weighted in favour
of the industry because in place of 75 per cent pure wool, 75 per cent
shoddy wool minimum became permissible. The Ministry of De-
fence has stated that blankets made wholly from shoddy wool con-
tain less than 100 per cent wool. As such in the blankets containing
75 per cent shoddy wool (minimum) the actual wool content would
have been less than 75 per cent. It may be clarified why the seci-
fication was made “75 per cent shoddy wool (minimum)” instead
of shoddy blankets of 75 per cent wool (Minimum).

[S. No. 7 (Para 1.78) of Appendix VI to 137th Report
(5th Lok Sabha)]

Action taken

In the review meeting of critical items held in the room of Sec-
retary, Department of Supply on 29-10-71, the DOS revealed that
4 lakh blankets were required by them on super emergent basis by
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November, 1971, The matter was further discussed in the room
of Secretary (Suppply) on 1-11-71, wherein, it was decided that a
Board be constituted for purchase of non-standard blankets against
emergent Defence requirements. The Board was to go ahead with
the procurement of 2 lakh members and meanwhile, DOS would
review and re-assess their requirements and would inform the Board
of their re-assessed requirements. The Board was to consist of the

following:— ‘ vy

(1) Dy. Director General of supplies & Disposals-Convener.
(2) A representative of Textile Commissioner.

(3) A representative of DI(GS), Kanpur.

(4) A representative of DOS.

(5) Deputy Secretary (Internal Finance).

(6) DS(TEX), Bombay.

As already explained against S. No. 6 (para 1.77) the Textile
Commissioner advised DGS&D on 2-11-71 that 4 lakh blankets could
be supplied during November and December, 1971 conforming to
Defence Specifications and subject to the relaxationg suggested by
him, the DGS&D vide their D.O. letter dated 3-11-71 intimated the
said position to DOS, who in reply, informed that blankets to re-
laxed specifications as suggested by Textile Commissioner would
be broadly acceptable to them but he added that it would not be
advisable to bind themselves to the relaxed specifications in ad-
vance as there would be variation in wool content and breaking
strength in actual deliveries, the DOS suggested that the matter
should be decided by the Board of Officers, who would seal suitable
samples to guide inspectors.

The observation regarding expediting the traditional suppliers
for delivery against pending orders, instead of putting an emergent
order has already been replied to against S. No. 6 (Para 1.77).

Regarding percentage of wool content, Ministry of Defence have
already stated that in the trade shoddy blankets are the ones in the
manufacture of which, the material used is primarily shoddy wool.
Shoddy wool is recovered from old woollen garments, knitted wool-
len articles, cuttings and the like. These materials, these days,
have admixture of non-wool fibre and any blanket made wholly
from shoddy wool contain less than 100 per cent wool. Shoddy
Blankets of 75 per cent wool content means that when the material
of the ‘Blanket is analysed it will contain not less than 75 per cent
of wool and the remainder may be any other admixture. In
the trade, the term of shoddy blankets and shoddy wool
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is used quite loosely without having a standard meaning, composi-
tion and specification (Para 1.52 of 137th Report of PAC refers).

In addition to the above, it will be observed that against A/T
No. 794 dated 21-4-72 placed on M/s. Shree Krishna Woollen Mills
(P) Ltd., Bombay samples were received from the firm. These were
approved by DOS for colour variation only and were sealed and
sent to DIGS for issuing suitable instructions to the Inspector con-
cerned for guiding inspection. DIGS had also been informed by DOS
that relaxation in breaking strength, weight and wool -contents of
blankets was not permissible. Further samples were sent to COD
for guidance at the time of receipt of blankets. In this connection,
DOS letter No. 86800/C; KC/OS-P-II dated 9-6-72 refers. Against
the same A/T, DOS vide his letter of same number dated 13-7-72
had written to the DGS&D to amend the particulars governing supply
as follows:—

“As per specification No. IND/TC/1408(g) and approved 23
samples in various colours type ‘C’ extept that the wool
contents would be 75 per cent shoddy wool (minimum).”

{Department of Supply O.M. No. PHL22(1)/75 dated
14-8-1975]

Recommendation

The Committee have no doubt—and this has been confirmed by
the findings of the CBI in regard to contracts placed on this firm—
that there has been a concerted move on the part of M/s Shree
Krishna Woollen Mills in collusion with certain corrupt officials of
the MGO/DOS Branch, Defence Department to blackmail the Gov-
ernment and take much undue benefits. It is significant that when
one firm failed in their contractual obligations, an associate of the
same firm (common ownership) comes through another door,
blackmails the Government and extracts a much higher price.

[S. No. 11 (Para 1.82) of Appendix VI to 137th Report
' (5th Lok Sabha)]

Action taken

The contracts were placed on M/s Shri Krishna Woollen Mills
by the DGS&D and not bv the MGO Branch. :

{Ministry of Defence O.M, No. PC. 12(1)/75/D(O.1)
dated 15-9-1975}



CHAPTER V

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

Recommendation

Instead of inviting fresh tenders for specification blankets, the
DGS&D placed orders, between April 1972 and October 1972, on
three firms for 5.26 lakhs blankets or relaxedq specifications. The
relaxed specification of 4.46 lakhs of these blankets was to conform
to type ‘C’ in every respect except wool contents would be 75 per
cent wool (minimum). It has been pointed out by Audit that pur-
chase of blankets of relaxed specifications cost Rs. 13.42 lakhs more
as compared with the price for specification blankets (having 45 per
cent indigenous wool of medium quality and 45 per cent shoddy wool
admixed with 10 per cent nylon—total wool content being not less
than 80 per cent). The specification prescribed in the contracts had
no meaning because no scientific tests of wool contents of blankets
supplied were. applied in any case.

[S. No. 15 (Para 1.86) of Appendix VI of 137th Report
(Fifth Lok Sabha]

Action Taken

It may be explained, in this connection that in January, 1972 a
residual quantity of approximately 551 lakh numbers of blankets
against indent dated 29-10-71, was still to be covered. Enquiry for
this quantity was advertised for Types A, B and C covered under the
regular specification. The tenders were opened on 7-3-72. In res-
ponse to the widespread advertisement, 49 offers were received in-
cluding 14 offers from different shoddy units located in the country.
In the meantime, DGS&D were informed during the discussion that
a further indent for 6 lakh Nos. blankets was expected from DOS
(which was actually received in April, 1972) foy delivery by Septem.
ber/October/November, 1972 i.e. 50 per cent, 25 per cent, 25 per cent

respectively.

After the offers of the tenderers of specification blankets were
fully analysed with particular reference to their capacity and delivery,
it was considered that for meeting the immediate monthly require-
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ment of 2 lakh blankets, as then indicated by DOS, it was essential
to have supplies not only from the units engaged in the manufacture
of specification blankets as indicated by DOS, but also from larger
units who did not quote according to Defence Specification but only
to modified/relaxed specification. '

After availing of all acceptable offers of small scale units to the
maximum extent (4.81 lakhs were covered by end of March ’72 and
finally 6.24 lakhs) it was clear that there was no other alternative
but to purchase shoddy blankets if delivery as required by the in-
dentor was to be maintained.

There was no purpose in issuing a separate enquiry in respect of
quantity of 6 lakh numbers blankets indented in April '72 whep
sufficient numbers of offers were received both in specification and
shoddy blankets against the tender opened in March 72. Arf a
matter of fact at that stage, it was felt that Industry was taking
advantage of the critical position and was raising their rates. If

further enquiry was floated it wag quite likely that the rates would
have been higher.

Since the capacity of all the units engaged in specification blan-
kets was fully utilised, it was decided to conduct negotiations with
the shoddy units, whose offers were otherwise acceptable. These
units were invited to attend the meeting on 10-4-72 where not only
representatives of 8 shoddy units were present but also Shri Seth
of Simplex Woollen Mills’ concurrently attended as President of
India Shoddy Mills Association. It could therefore, be taken that
the entire industry was represented. There was, therefore. no pur-

pose in issuing again separate enquiry for shoddy blankets to relaxed
specification,

During the preparation of this action taken note it was considered
necessary to obtain from the Ministry of Defence (Department of
Defence Production D.G.1.) the resultg of detailed tests conducted
by their Inspectors before accepting the blankets with 75 per cent
shoddy wool. A further action taken note will be submitted after
information on this point is received from the D. G. L

[Department of Supply O.M. No. P. I1I-22(1) /75 dated 17-11-1975]

Recommendation

The Committee are not at all convinced by the argument advanced
by the Ministry that orders for 5.26 lakh blankets at Rs. 45.02 per
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blanket was placed because the capacities of the other supplying
firms were full. Besides paying higher prices for the blankets of
relaxed specifications the Department very willingly compromised
the quality of blankets as it has been categorically stated by the
representative of the Department of Defence that 75 per cent wool,
if it is shoddy, does make it inferior to quality ‘A’ and ‘B’. The
Committee consider that there was a serious lapse on the part of the
Department of Supply in not calling for fresh tenders for this item
when, for specification blankets, tenders were called and particularly,
when a higher rate was going to be paid for Shoddy blankets. The
Committee are of the view that it is a clear case of collusion and
require responsibility to be fixed for exemplary punishment under
advice to the Committee. [Para 1.88].

The Committee would like the Government to investigate how
the Officers of the Department of Supply in what appears to be clear
collusion with an officer of no less than a Director of Ordnance
Services (Lit. Gen. Sandhu) placed as many as four contracts with
‘Shree Krishna Woollen Mills knowing fully well its antecedents and
its past performance. This is a case of clear corruption. The com-
mittee would also like the Government to enquire why the Defence
Department failed in their duty to detect the defective supplies
tendered by this firm for inspection. It is a sad commentary on the
functioning of the Defence Inspecfbrate that it was only an anony-
mous complaint to Central Ordnance Depot, Kanpur and also the
Director General of Supplies and Disposals which exposed the
scandal. [Para 1.93].

The Committee have noted that the Central Bureau of Investi-
gation which enquired into the matter of supply of sub-standard
‘blankets by Shree Krishna Woollen Mills have held that one Lt.
Col,, one Scientific Officer, three Officiating Chargemen (Grade I),
one Chargeman (Grade II) and one officiating Assistant Foreman
did not maintain absolute integrity and devotion to duty in the
matter of inspecting and accepting the blankets and, as a result, the
firm supplied a large number of sub-standard and below specification
blankets, resulting in pecuniary advantage of more than Rs. 3 lakhs
to the firm. The C.B.I. has also recommended banning of business
dealings with the firm. More than a vear has elapsed since the
findings of the C.B.I. were communicated to Government but the
Government have not yet initiated departmental proceedings for
major penalties against the six civilian officers and no decision has
been taken on the suggestion that the pension of the Lt. Col. who
was released from re-employment in the army with effect from 15th
June, 1973 should be reduced. The Committee would like that dis-
siplinary proceedings should be finalised without delay. The Com-
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mittee would also like to know the decision taken by the Govern-
ment on the recommendation that business dealings with this firm
and any other firm or company owned, managed or controlled by
the Directors of this firm should be banned. The Committee are of
the opinion that an immediate inquiry should be instituted into the
part played in this case by various officers in particular the Director
of Ordnance Services (Lt. Gen. Sandhu). The Committee would
suggest that this inquiry should be entrusted either to the Central
Vigilance Commissioner or to a Judicial Commission presided over
by a High Court Judge. [Para 1.95]

The Committee are most distressed to see that the officials men-
tioned above who were entrusted with safeguarding the financial
interests of the Government while procuring an essential item for
our fighting troops, namely blankets, in the forward areas conspired
with private business and defrauded the exchequer as well as
seriously jeopardised the fighting efficiency of our troops by exposing
them to climatic hazards. Appropriate action should be taken
against them immediately and more senior the officer involved more
severe punishment that should be inflicted on him. {Para 1.97]

[S. No. 17, 22, 24 and 26 (Para 1.88, 1.93, 1.95 and 1.97) of Appendix
VI to 137th Report (Fifth Lok Sabha)]

Action Taken

Department of Supply

The Public Accounts Committee had recommended that an inquiry
is to be instituted into the part played in the case by various officers
and that such an inquiry should be entrusted either to the Central
Vigilance Commission or to a Judicial Commission presided over by
a High Court Judge. The Cabinet Secretariat have been requested
to take a view on behalf of the Government as a whole regarding
the agency who should conduct the inquiry. The decision of the

Cabinet Secretariat is awaited. Further action taken notes will be
forwarded in due course.

[Department of Supply O.M. No. P. I11-22(1) '75 dated 17-11-1976]
Ministry of Defence

S. No. 24 after investigating the case the C.B.I. recommended
action against Lt. Col. JBS Thakur under Section 45 read with Sec-
tion 52(f) of the Army Act. 1950 and regular departmental action
against S/Shri Y. R. Chawla, SSO-II, M.D. Gupta, Chargeman
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Grade I, P. L. Joshi, Chargeman Grade I, S. K. Joshi Chargeman
Grade I. K. L. Tuckley, Chargeman Grade II, and R. Ramakrishnan,
Assistant Foreman. Departmental Proceedings, as for a major
penalty, in common proceedings have been initiated against all the
civilian officials mentioned above. Chargesheets under Rule 14 of
the CCS (CC&A) Rules, 1965 were issued to them on 11-3-75. As
the officials denied the Charges against them, the case has been
entrusted to a Commissioner for Departmental Enquiries for an
enquiry. Enquiry proceedings are now pending with the Commis-
sioner for Departmental Enquiries.

2. As regards Lt. Col. J. B. S. Thakur, court martial proceedings
could not be initiated against him as he was released from re-
employment in the Army with effect from 15-6-1973. The C.B.I,
who were requested to examine the question of prosecuting Li.
Col. Thakur and the others in a Court of Law, stated that the
material available in this case did not warrant prosecution of
either Lt. Col. Thakur or the other civilian cfficials. Therefore, the
feasibility of imposing a suitable cut in the pension of Lt. Col
Thakur on the basis of the evidence brought out in the SPE's re-
port ig under active consideration.

3. The CBI’s recommendation, that business dealings with the
Shree Krishna Woollen Mills and any other firm ¢r company owned,
managed or controlled by the Directors of this firm should be ban-
ned, is under consideration ¢of Government.

4. Regarding the recommendation of the P.A.C. for entrusting
the enquiry either to the Central Vigilance Commission or to a
Judicial Commission presided over by a High Court Judge, the Cen-
tral Vigilance Commission have agreed to undertake a factfinding
enquiry. The Inquiry Officer of the CVC will be assisted by two
officers of the Ministry of Defence and the Department of Supply,
who are conversant with the case. After the report of the fact-
finding enquiry is received, further necessary action, if any will
be taken by the Government in consultation with the Central
Vigilance Commission.

[Ministry of Defence O.M. No. PC. 12(1){75|D(O.T.)
dated 9-10-1975].

Recommendation

From the facts disclosed in the Audit Paragraph as well as the
report of the C.B.I. which investigated the supply of sub-standard
blankets by Shri Krishna Woollen Mills against three A/Ts Nos.
664, 691 and 794, it ig clear that the DOS, Army Headquaters and
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the Department of Supply sacrificed the interests of the Government
and allowed themselves to be duped by this firm. There had been
outright rejection of 1452 blankets against A/T Nos. 664 and 2698
blankets against A/T Nos. 691 and these were not acceptable even
on a price reduction. The value calculated on the basis of the
blankets accepted under price reduction is stated to be Rs. 3,05566
and the claims covering blankets not acceptable under price reduc-
tion are still to be worked out.

[S. No. 21 (Para 1.92) of Appendix VI to 137th Report
(5th Lok Sabha)].

Action taken

In A/T No. 664 where demand notice has been issued for
Rs. 3,05,566/- towards blankets to be accepted under price reduc-
tion-firm has obtained the stay from Delhi High Court. As regards
totally rejected blankets, DOS hag intimated the salvage value on
7-1-1975. In consultation with the Ministry of Law_ Litigation Sec-
tion has been requested to take further action for filing an appeal
in the Delhi High Court against the stay and also te include the
amount to be recovered for the totally rejected quantity. This
amount comes to Rs, 53,761,75.

2. As regards A/T No. 691 where recovery has to be made for
2898 Nos. of Blankets not c-ceptable even under price reduction
Ministry of Law has been consulted on various occasions for issue
of demand notice. They have finally desired to know whether the
firm was associated at the time of re-constitution of the sample
and whether any letter was given to them after re-inspection stat-
ing that the stores were not according to the specification and were
unacceptable. This information has been called for from CBI/
CTT&C and the demand notice is likely ‘o be issued as soon as
replies are received.

[Department of Supply O.M. No. P. III-22(1) /75
dated 17-11-1875].

Recommendation

The Committee have noted that so far as the loss to Government
account of supply of sub-standard/below specification blankets is
concerned action was initiated by D.G.S. & D. to effect recovery
from the firm. They were served with a Demr-nd Notice for a sum
of Rs. 3,05,566/-. The stay of thig recovery has however been gran-
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ted by the Delhi High Court. The Committee would like to be in-
formed about the final disposal of this case.

[S. No. 25 (Para 1.96) of Appendix VI to 137th Report
(Fifth Lok Sabha)}

Action Taken

The matter is still sub-judice. The Committee would be infcrm-
ed of the outcome of the case when the same is settled by the Delhi

High Court.

[Department of Supply O.M. No. 5 P. 1I1-22 (1) /75
dated 17-11-1975].

Nrw DEeLHI;
March 9, 1976
Phalguna 19, 1897 (Saka).

H. N. MUKERJEE,
Chairman,

Public Accounts Committee.



APPENDIX

Consolidated Statement of Conclusions/Recommendations

S1. No.  Para No.of

Ministry
the Report Concerned
1 2 3

1 1.3 Ministy of Defence
1 cpartment of  Supply
2 1.7 Do

Conclusjons/Recommendations

The Committee expect that final replies to those recommend-
tions/observations in respect of which only interim replies have so
far been furnished will be submitted to them, duly vetted by Audit,
without delay.

The Committee find that the reasons for amending the specifica-
tion of the blankets to ‘75 per cent shoddy wool (Minimum)’ instead
of ‘shoddy blankets of 75 per cent wool (Minimum)’ have not heen
satisfactorily explained. According to the original Defence speci-
fication for type ‘C’ blankets, the blankets were to contain 45 per
cent indigenous wool of medium quality and 45 per cent shoddy
wool admixed with minimum 10 per cent nylon, and the total wool
content of the blankets was not to be less than 80 per cent. While
deciding to purchase blankets of relaxed specifications, the original
idea appears to have been also to procure shoddy blankets of 75
per cent wool content. This is borne out by the fact that the repre-
sentatives of the industry themselves bad agreed, in a meeting held
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3 1.8

Department of Supply/
Ministry of Defcence

in the Office of the Textile Commissioner at I'ombay on 4th
November, 1971, (vide minutes of the meeting reproduced in
Appendix III of the 137th Report), that ‘the total wool content in
the finished blankets shall not be less than 70 per cent’ as against
the original specification of 80 per cent wool content. Besides the
Director of Ordnance Services had categorically stated, in his letter
dated 3rd April 1972 to the Director-General of Supplies and Dis-
posals, that ‘any deficiency which cannot be met by specification
blankets should be covered by shoddy blankets of 75 per cent wool
content and normal breaking strength.’ Yet strangely, in one of
his subsequent letters dated 13th July, 1972, the Director of
Ordnance Services amended the specification, inter alia, to read as
‘wool contents would be 75 per cent shoddy wool (minimum)’. In
the opinion of the Committee, this amendment influenced the subse-
quent course of events. The Committee would very much like to
know specifically the reasons for this change in the specification,
as a result of which the quality of blankets required for use in the
border areas were seriously impaired.

In view of the fact that the terms ‘shoddy blankets’ and ‘shoddy
wool are used loosely by the trade without a standard connotation,
composition and specification, the Committee are of the view that
Government should have exercised more care in accepting blankets
made of shoddy wool to relaxed specifications. It was obligatory
to ensure that the quality of the blankets was not unduly lowered.

(47
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I.

1

Minjstry of Defence

Since this was not done. the Committee has to reiterate its earlier
conclusion that ‘there must have been a sustained pressure from
the shoddy industry on the DGS&D and the Defence Department
for acceptance of blankets made of shoddy wool because at that
time considerable quantities of woollen garments had been import-
ed by the industry as rags which could be utilised for the manufac-
ture of shoddy hlankets’.

The Committee are surprised at the curt and casual reply given
by the Department of Defence. It is no news to the Committee
that the contracts in question were placed on Shree Krishna
Woollen Mills by the Directorate-General of Supplies & Disposals
and not by the MGO Branch of the Directorate of Ordnance Ser-
vices. It is, however. evident from the facts brought out during
evidence before the Committee, that the Directorate General of
Supplies & Disposals had apparently been influenced by the letters
written by the Director of Ordnance Services on the 25th February
1972 and 3rd April 1972, virtually sponsoring Shree Krishna Woollen
Mills. Besides. as pointed out in paragraph 1.95 of the Report, in
respect of the blankets supplied by this first, the Central Bureau
of Investigation have held that the inspecting staff of the Defence
Department had not maintained absolute integrity and devotion to
duty in the matter of inspecting and accepting the blankets and the
first was enabled to get away with the supply of below-specifica-
tion blankets. In such circumstances, the role played by the Offi-
cials of the Department of Defence in this affair cannot be held to
be innocent. The Committee, thus, would reiterate their earlier
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1.4

1.18

Department of Supply
Ministry of Defence

Department of Supply

4
observations in this regard. The inquiry into the part played by
various officers, as required by the Committee in paragraph 1.95 of
the Report. should particularly take into account the aspects
stressed in these observations.

While the Committee do not desire to pursue the question of
fresh tenders not having been invited for the supply of specifica-
tion blankets, they would like to know the results of the detailed
tests, if any, of the wool content of the blankets conducted by the
Defence Inspectors before accepting the supplies. This would give
an idea of the extent to which the quality of blankets meant for use
by the Defence personnel had been compromised,

The Committee take a serious view of the desultory manner in
which the question of enforcing Government’s claims in respect of
the blankets rejected by the indentor is being dealt with by the
concerned departments. As early as 21st December 1974, the Com-
mittee had been informed by the Department of Supply that ‘action
has been taken to contest the case’ filed by Shree Krishna Woollen
M:lls in the Delhi High Court praving for a stay of the recovery of
Rs. 3.05.566. representing the Government's claim towards blankets
accepted under price reduction in respect of A/T No. 664. Yet, till
November 1975, no real steps appear to have heen taken hy the
Department of Supply to get the stay vacated and the Department
is still in the process of ‘filing an appeal’ against the stay. The
Committee cannot countenance such delay where the financial
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interests of Government are concerned and desire that appropriate
steps should be taken soon to get the stay vacated and to effect
recovery.

The delay in regard to the recoveries due in respect of A/T No.
691 is equally deplorable. Here again, the Committee had been
informed by the Department of Supply on 2Ist December, 1974 that
on the basis of the advice given by the Ministry of Law, Govern-
ment was making a claim towards breach of warranty against the
supplier. All that has happened since then, in the span of about a
vear, is further consultation with the Ministry of Law and defer-
ment of effective action for the recovery of monies legitimately due
to Government. The Committee ask for this long-pending issue to
be finalised forthwith and an upto date report furnished to them.
The Committee would also like to be informed of the money value
of the 2898 blankets rejected against this supply order,

The Committee note that the Central Vigilance Commission have
agreed to undertake a fact-finding enquiry into this case. The
proposed enquiry should be thorough and should also be completed
quickly. Stringent action must follow against officials found guilty
of malafide intentions and corrupt practices. As already observed
by the Committee, in paragraph 1.97, the more senior the officer
involved, the more exemplary the punishment inflicted ought to be.
Pending completion of the inquiry, Government should examine the
feasibility of at least transferring the officers whose bonafides are
suspect to less sensitive areas of work. The Committee would like
to know the final decision of the Cabinet Secretariat, which needs
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to be expedited, on their recommendation contained in paragraph
1.93.

The enquiry proceedings relating to the six civilian officials of
the Defence Inspection Organisation about whom the Special Police
Establishment of the Central Bureau of Investigation, reported as
long ago as in November, 1973, that they had not maintained abso-
lute integrity and devotion to duty in the matter of inspecting and
accepting the blankets, are stated to be still pending with the Com-
missioner for Departmental Enquiries. The Committee ask for
expedition in this matter. The final decision on the question of
imposing a suitable cut in the pension of the Lieutenant-Colenel
who was found guilty by the Special Police Establishment and who
is stated to have been released from re-employment in the Army
must not be delayed any further, as more than two years have
elapsed since the ‘Investigating Agency’ submitted its report. The
Committee need hardly emphasize that such delays in the comple-

tion of disciplinary proceedings foil their purpese and should be
avoided.

What causes grave concern to the Committee is the apparent
reluctance on the part of Government to initiate action on another
recommendation of the Central Bureau of Investigation to the effect
that business dealings with the firm, Shree Krishna Woollen Mills,
which had indulged in malpractice, substitution and other irregula-



rities, should be banned. It is distressing that there has been no
decision in this regard, in spite of the lapse of over two years since
the findings of the Central Bureau of Investigation were made
available to Government and more than a year since the Committee
were first seized of this matter. Government have also not furnish-
ed any reasons for this delay, except to state that the recommenda-
tion was ‘under consideration’. The Committee deplore this delay
In a straight forward case and take sarious view of the peculiarly
casual approach of Governmcnt in this matter. The circumstance
of and reasons for this delay should be forthwith investigated and
responsibility fixed for appropriate action. The Committee reite-
rate its earlier recommendation that business dealings with this
firm and any other firm or company owned, managed or controlled
by the Directors of this firm should be banned. and call upon Gov-
ernment to implement it forthwith and report the action taken
within a month.
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