PAC No. 181

PUBLIC ACCOUNTS COMMITTEE
(1967-68)

TWENTY-EIGHTH REPORT

(FOURTH LOK SABHA)

{Action taken by Government on the Recommendations of

Publi¢ Accounts Commitiee contained in their First Report

(Fourth Lok Sabha) on Para 78 of \udlt Report (Civil), 1967
: Purchase of Road Rollers |

LOK SABHA SECRETARIAT
NEW DELHIL

APRIL 1968/VAISAKHA 1890 (Saka)
Price : Rs. 1.30



LIST OF AUTHORISED AGENTS FOR THE SALE OF LOK SABHA
SECRETARIAT PUBLICATIONS

51

S,
No. Name of Agent No. Name of Apent
Agency Agency
o No.
ANDHRA PRADESH 13, Deccan Book Stall, Fer- 65
. guson College, Road,
1. Andbra  Unijversity General 8 Poona-4.
Cooperative  Stores 114,
Waltair (Visakhapatnam) RAJASTHAN
2. G. R. Lakshmipathy Chetty 94 14. Informsation Centre, Govern- 3
and  Sons, General  Mer- ment of Rajasthan, Tripolia,
ﬁmm and News Agents, Jaipur City.
ewne!, Chandragiri,
District, girt, Chittoor UTTAR PRADESH
ASSAM 15 Swastik ndustrial  Works, 2
39, Holi o Street, Meerut
A Wesdern  Book  Depot. Pan » City.
Buzar, Guuhati
16. Law Book Company, Sardar 48
BIHAR Patel Marg, Allahabad-1.
4. Amar Kitab  Ghar, Pou 17 WEST BENGAL
Box 78, Diagonal Road,
Jumshedpur, 17. Granthatoka, S5/1, B ,;\gxl?hipa 10
- Mookherjce Road, Belghana,
GUIARAT 24-Parganas,
: Vfi::zdStnr:s, Station  Roud, 3518, W. Newman & Company, 44
) 1.td., 3, Old Court House
6. The New Order Book Com. 63 Street, Calcutta. ‘
bad g, Tllis Bridge. Abmeda- 19, Firma K. L Mukhopadhyay, 82
' 6/1A, Banchharam  Akrur
MADHYA PRADESH Lane, Calcutta-12,
7. Q,l”(l);ierg il'&ook House, Shiv 13 DELHI
8 Y .
dlace, Indore City, 20, Jain Book Agency, Con- 1
MAHARASHTRA naught Place, New Delhi.
£ M/s, § i 2t. Sat Narain.& Song, 3141, 3
601 Girgans o Gianchand, 621 0T ™Al Bazar, Mori
Princess Street, Bombay-2, Gate, Delhi.
9. The International Book House 22 22. Aima Raum & Sons, Kashmere 9
I(Pn'vale) Limjwd_ 9} Ash Gate, Delhi-6,
Bombay g tma Gandhi. Road. 3. J. M. Jaina & Brothers, Mori 11
’ Gate, Delhi.
10. The International Book Ser- 26
vice, Deccan  Gymkhana, 24. The Central News  Agency, 15
Poona-4, 23/90, _Connaught Place,
New Delhi,
11. Charles Lambert & Company, 30 ,
101, Mahatma Gandhi l‘tmoad, 25. The English Book Store, 7-L, 20
Opposite Clock Tower, Fort, Connaught  Circus, New
Bombay, Dethi.
12. The Current Book House, 6026. Lakshmi Book Store, 42, 23

Maruti  Lane, Raghunath
Dadaji Street, Bombay-1,

Municipal Market, Janpath,
New Delhi, .



CORRIGENDA TO TH: TWENTY-EIGHTH REPORT OF P.A.C.
(1967-68) PIESENTID TO THE LOK SABHA ON 30.4.1968.

" Page Bama

4ng_
(v) 3 5
© 4 1.13 )
. 12
8 1.16 3
J 6
1.22 5
§ L% 3
»8 1.28-
1.31
B8 foot note
. 1,36 11
10
(11) 4
(v) 3
10 1,37 3
11 2,04 3
20 2.38 13
2.40 8
28 2
46 4
55 o
57 25
62 32
88 27
92 (1.32 8
93 (1i1) 4
(v) 3
95 2.4 3
7
98 9
99 2.57 8

communications comrunication
records." It was., records."
and after ana it is after
shares shores of

the the
consigne-s." consignees.
impleding impleading

is remains

The text o lhese paras should
be in tnick lype,
UPCC(P) Luu. UPCC(P) Ltd. are

should sound
interests interest
investigniion investigations
S tatutory S tatutory and
autonomous autonomous
firm are in a firm in
vosition and

would in

on or

(of para (c¢f para
tempered tampered

(Annexure I%o
repliy to para

(Annexure...)

3.72)
and prompt prorn® and
proper nrop.eT
RESTRICTED CEITERATED
of 'Bor lor
(annexur«) has has
officer 'rier office order
conce .l .l caneelled
which hinve vhich has
part past
from poor
S tatutcry 3tntutory and
on or
report reported
(of para (ef par-
anc prompt prompt and
proper proper



CONTENTS

Paut
COMPOSITION OF L P an1e Avcotsas Covpvaitre, 1967-68 - (i
InmeopucnoN v ‘ . (AN
Cuarter b General . o .. 1
Cuarter H Recommendations/observations mrespect of which repliey ot
Govornment have not been accepted by the Committee and
which hive been reiternted . . . . (R
APPINDICTS
I Recommenrdations observations that have been  accepted by
Government . . .. . v
H  Recommendations, observations which  the Commitice do not
destre to pursue in view of Government's reply - EN
HE Recommendations/observiations in respect of which replies of
Govermmeat have not been accepted by the Committee and
which require reiteration . .. . 46
Iv. Recommeandations: observations  to which  Government  have
furnished tnterim replies . . . .. 73

Y. Summuary of main conclusions ‘recommendations . 8



PUBLIC ACCOUNTS COMMITTEE
(1967-68)
CHATRNAN

Sher M. R. Muasan,

M aint RS

PR Y

. Shrr Sved Abhmed Aga
. Shri C. K. Bhattacharvya
Sardar Buta Singh
Shri Shivajirno S Deshimukh
. Shri R, Muthu Gounder

. Shri D. K. Kunte

S, Shri N. R, Laskar

9. Shri V. Viswanatha Menon
"0 Shri K. K. Nuvar

1. Shrr Narendra Kuman Salve
2. Shri Yogendry Sharmu
3. Shri Sheo Noarain

4. Shrimat Tarkeshwiri Sinha
1530 Shri P Viswambharan
" 16, Shrimaty Devaki Gopidas
1T Shrr PoKL Kumaran

'8, Shri Om Mebta

14 Shr Gaure Murahan
P20 Shri M. C Shah
210 Do MOML Siddhu

22 Shrr BOKLD P Sinha

SECRLTARIAT

Shri N. N, Mullva-—Jeant Secretary
Shri Avtar Singh Rikhy—Deputy Secretary
shri R. M. Bhargava~~Under Secretary
"Declured clected on the 30th November. 1967 vice Shri \mhsmmgd Y;f‘“g
Saloemt ceased to be a Member of the Committce on his appointment g Depoty
Miniser.
Ceased 1o be Member of the Commiitee with effect from 1-4-1968.
(i)



INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised by the
Committee. do present on their behalf this Twentv-E \ghth Report on Action
1aken by Government on the Reconwrnendations of Public Accounts contain-
ed in their First Report (Fourth Lok Sabha) on Parg 78 of Audit Report
(Civit), 1967 regarding the Purchase of Road Roliens,

2. On 27th June, 1967, an “Action Taken” Sub-Committee was appoint-
ed 10 scrutinise the replics received from Government in pursuance of the
recommendations made by the  Committee in their carlicr Reports,

The composition of the Sub-Committee 1s as follows -

Convener

. Shri D. K. Kunte
Menthers
Shri C. K. Bhattacharyya
Shrinvati Tarkeshwari Sinha
Shri M. C. Shah*
Shri B. K. P. Sinha

3. At their sittings held on the oth April, 1968 (Forenoon and After-
noon), the Sub-Committee sugpestad that the representatives of Government
including the Ministries of Supply. Home Affwrs, Law, Company  Law,
Finance, otc. might be invited to tender evidenee before tie Commitiee so
that the full implications of the communications dated Tst April, 1968 received
from Government could be thoroughly cone mto,

B owo

N

4. The Committee examined the vepresentatives  of the  Ministries  of
Works, Housing & Supply (Department of Supply);  Finance (Deptts. of
Expenditure and Feonomie Atfairsy, lndum.’.d Development & Company
Affairs (Department of Company Affairs), Faw and Home Affairs (Central
Bureau of Investigation) at therr sittings ]H.H on the 17th and 18th April,
1963, The Mmutes of these sittings form Part 117 of the Report.

S, Chapter If of the Report was considerad and adopted by the Sub-
Committee at their sitting held on the Sth April. 1968 and finally adopted
by the main Committee on the 19th April. 1968, Chapter T of the Report
was considered and adopted hy the Committee at their sitting held on the
26th April, 1968,

6. For facility of reference the main recommendations/conclusions of
the Committce have been printed in thick type in the body of the Report A
statement showing the summary of the main recommendations/observations
of the Committee is appended to the Report (Appendix V).

7. The Committec place on record their appreciation of the assistance

rendered to them in this matter by the Comptroller and Auditor General of
India.

Ceased 1o be a Member of the Committee w.c.f, 1st April, 1968,

+Not p-inted.  One eyclostyled copy laid on tlu Table of the House and five zopics
placed in Pariicment Library.

(v)
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< They would also like 1o express their thanks to the officers of the
Mo ctries of Works, Housing & Supply (Department of Supply), Financc
(Dentts. of Expenditure and Economic Aflairs ). Industrial Development &
Cernany Aflairs (Department of Company Affairs). Law und Home Affairs
(Central Burcau of Investigation), for the co-operation extended by them
m »ving information to the Committee,

Nt Delln, M. R. MASANI,
Are i 27, 196K Chairman .

Voo whla 71890050 Public Accounts Commitles



CHAPTER |
GENERAL

The first Report of the Public Accounts Committee on para 78 of Audit
Report (Civils, 196~ re . Purchase of Road Rollers was proesented to Lok
Sabha on 4th August, 1967

1.2. The Comumittee had desired Government to turnish information re-
gasding action taken by them on the  recommendations contained in the
Report by November, 1967, The Committee regret thst so fur replies have
beea furnished by Government in respect of only 40 recommendations out
of 67 and that the latest communications in respect of some of the vital
recommendations were reccived as late as the beginning of this month.

1.3. These replies have been categorised under the following heads @ —-
(1) Recommendations ‘observations that have been  acceped by
Government,

(ii) Recommendations, observations which the Committee do  aot
desire o pursue in view of Government's reply.

(iti) Recommendutions ‘observations in respect of which  replies of
Government have not been accepted by the Committee or which
require reiteration,

(iv) Recommendations, observations  to which  Govermment  have
furnished interim replhies,

1.4. Rephies ©f Government are still awated in respect of 27 recommen-
dations. The position in regard to these recomniendations has been stated
by the Departmens of Supply as follows 1 —

(i) Recommendations involving vigilance aspect .. 258

(1) Recommendations on which comments are 1o be
offered by the Ministry of Law.  These recom-
mendations are understood to be under examination
of that Ministry in consultation with the Department
concerned (Paras 3.44 and 3.45). o2

Total o027

1.5, As regards 25 recommendations which involve vigilance aspects, the
Department of Supply have stated that the matter is bemng pursued with the
Central Bureau of Investigation. An extract from the report of the Centrat
Bureau of Investigation dated 12-2-1968 is reproduced below :—

“The reasons for the delay arc that the present case, from the investiga-
tion point of view, is a cuse of colossal proportions. The fraud is spread
over a period of three years. Tt involved about 100 contracts and the Road
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Rolers supphied by the firm are apread 0 the interior all over the country.
Fhe witnesses to whom the Road Rolicrs have  acivally  becn  supplicd
have to b: located and questioncd.  Leaving aside the Registers, Books of
Accounts siczed from the accused firm, the files which required to be
sciutinised total 1.44,707 pages.  In yespect of each coniract corresponding
records of the DGS&D and the indentors/Consignees are ulso required to be
abtained and scrutimsed.  There are over 900 Road Rollers figuring in the
case and i sospect of cach one of them, it is required to be determined by
collecting cvidence whether the Road Rollers in question had or had not
heen manufactured by M/s. Agrind Fabrications Ltd. at the time when these
were claimed to have been inspected. The number of public servants whose
conduct required to be looked into, is also unusually large.  The investiga-
tion was also handicapped at the initial stage because all the official record
wit. regdired for being made available to the P.A.C.* and was. therefore not
available for the purpose of investigation.  Due to all these reasons the in-
vestigation is likely 1o 1ake quite come time to be completed.”

L6 The Department of Supply have also informed the Committee that
“the Central Burcau of Jovestigation have further statcd on 19-3.68  that
investipation is being pursued vigorously and that, in respect of some of the
Road Rollers, the investigation is Bikely 10 be finalised shortiyv™,

1.7, During cvidence the Committee enquired of the representative of
the Central Burcau of Investigation ghout the reasons for the delay,  The
Committee pointed out that there must be cases where the road rollers were
not delivered at all and in which cases the A/T should ninve been pursucd
immediately.  The representative of the C.B.1 stated that @ The only reason
for the delay is that we do not go piece-meal before the Court ior cheating
and we wanted (o go collectively. It we go 1o the Court piecc-meal for each
and every individual item, the casces become complicated. ™ He added : “In
one case in Hyderabad we had to ke up imvestigation against the same sct

R oA e . Vhewhoce v avhe tha inonctiantion. are 1akino o

Y

~wo——

*Th: Public Accounts Committee cxaminod the representatives of Government
on the subject on 26th & 27th May, 1957 und presented their Report to Lok Sabha
on 4th August, 1967,



1.9. The Commitice would Hike to emphasise that as each AT consti-
tutes an agreement by itseM. it should hav: boen possible for the Central
Bureau of Investipation to complete investigations in respect cf al least some
A Ts and initiate prosecutions so that action could be taken without delay.

1.10. Tt would also be appreciated that dclivs may lead to tamperin?
with records, change of officers and dircctors and the dissipation of assets.
1f it is a question of coping with the volume of records in 2 case, the
Central Bureau of Investigation should deploy the necorsary «taff for the
purpose but in no cave should important investigation, bhe delayed. The
Committee are not impressed with the reasons given by the Central Bureau
of Investigation for the delay in completing the investigation,

1.11, The Committee also desire that Government should examine how
far the Central Burcau of Investigation is handicapped in the investigation
of such important cases due fo lack of sufficient staff or authority, The
Government may examine whether the Central Burcau of  Investigation
requires further strengthening to complete such investigations expeditiously,

Department of Supply

1.12. Reporting on further progress in this casc the Departient of Supply
informed the Committee on 1st April, [968 s under

“Meanwhile Government have continued thor efforts o obtain delivery
of the Road Rollers in respect of which advance payments were drawn by
M.s. UPCC (P) Lid., Caicutta. In the Tast weok o March 1968, the firm have
offered to deliver the outstanding Road Rollers « 10 rov in April 1968,
10 i May 1968, 15 in June 1968 and thercatte? 20 nos. per month till the
eatire outstanding quantity s liquidated. A~ L token of therr bona  fide
mtention 1o ctfect these deliverios the firm have iso agreed oo rander o the
Government shares of the face value of R 26 Likhs held »y them in their
albied concerns und ulso to give an undertaking o the offect that the Govern-
ment of Indiz would have the first lien on Re. 20 lakhs cut of the amount
advanced by the Company to Messrs Assam Siliimanite Ltd. and that as and
when shares of this inount are allotted. the waive vould by recarad with the
Government of Indin us security.”

“In pursuance of these discussions, M/~ UPCC (P Lid. have since
delivered to the Government on 19th and 27th 1 March, 196K «hares of the
aggregate valuc of Rs. 20 lakhs pertaining to their allicd concerns, held cither
in the name of the partnership concern M« UPCC ¢r in the name of
individual Directors. These shares along with the reluted documents of
transicr to Government are under scrutiny :n  consultation with the
Ministry of Law and the Department of Company Affairs, The firm, however,
has not yet commenced supply of Road Rollers.”

1.13. During cvidence the Committec cnquired whether the Depani;em
of Supply have examined the implications of the proposal made by the firm



in consubtation with the other Ministries. The Secretary, Department of Sup-
ply stated: "Yes Sir. Whatever steps we have taken have been taken in con-
sultation with the Mipistrics of Law, Finance and the Company Affairs. We
have not actually moved an inch without constantly consulting these Ministrics
and after getung their advice and agreement that we have procceded with
ncgotiations with the tirm.”  The Committee cnquired about the present
stag: of negotiations. The Secretary, Department of Supply stated .
“The firm have actually produced the shares of the face value of Rs. 20
luklis ... The firm have also sent us a copy of the resolution passed by the
Board of Dircctors permitting them to transfer these shares to the Govera-
ment  They have alo given us some blank transfer deeds as required. . . .
So fur as Rs. 20 lakhe shares the Assam Sillimanite Ltd. are concerned,
we have no received  any information  so far. But, what they have
said is that this time u> soon as the shares are issued to UP.C.C. (P) Lud.,
who have advanced the moncy 10 Assam Sillimanite Ltd. they will transfer the
sharcs to the Government.  Mcanwhile they will et us have the first liea on
this amount. We have ashed as to when they will transfer the shares to the
UPC.C. (P) Ltd. This is the present position.” The Committee enquired
about the inirinsic value of the.e shares. The witness stated that they have
asked the Compuny Atlairs Department to Jook into this thing and to let them
know as to what is exactly the intrinsic value of these shares.

1.14. As regards the firm's undertaking to the effect that the Government
of India would have the first lien on Rs. 20 lakhs out of the am-unt advanced
by the Company to M/s. Asam Sillimanite Ltd. and that av and  when
shares of thes amount are allotted, the same should be pledged to the Govern-
ment of Indie as surety, the Department of Company Affairs have observed
as under o --

"It s Joubtful whether any lien can be exercised on the amounts
dvanced by the company for the allotmeng of shares till these shares are
alotted by Assam Sillinanite Ltd. and the company has also not given
any tentative dite oy to when these shares are likely to be  allotted by
Assam Sdlimaniic Ltd. against the advance of Rs. 20 lakhs made by
UPCC. Private Ltd. This matter may please be got examined by the
Department of Supply.”

145, The Committee asked whether the Department of Supply saw any
danger in the acceptance of the proposal as it might in yome way compromise
the position of Government vis-a-vis any criminal or civil action that might
be necessary in the light of investigation that is being  coaducted by  the
C.B.I. The Secretary, Department of Supply stated : “Actually, this position
has been fully and thoroughly examined. In fact, we considered it only the
other day at a meeting which was held uader the Chairmanship of the Minis-
ter (of Works, Housing and Supply) when all the Ministries were represented
including the C.B.L and we have gone into cach and every item carefully,
onu by onc wad the conclusion reached was that this will not in any way inter-
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fere with the inquiries that are being hold by the Central Burcau of Investi-
gation or amy action under criminal law or will not come in the way of civil
suits that we have filed.  As a matter of Fact, the advice that wits given (o s
was that it we refused to take delivery. it nught come i the way  of  the
specific performance of the contract tor which we have gone to the court.
We have filed 23 suits in the Dethi High Court for specitic performance. We
were told that if the party offered delivery, we cannot refuse.  Otherwise,
even the prohibitory orders which have been issued and the attachment orders
issted might be vacated by the Court. They may say. ‘you are not accepting
the delivery while the other party is giving delivery’.  Sir, this pusition has
been very carefully examined and we were advised that it will not compro-
mise in any way the Government's position.™

1.16. The Committee enquired whether the indentors would in fact need
these road rollers now as the supply had been delayed by several years, The
witness stated that “the A/Ts were still valid and they had not received any
insteuctions of the consignees of cancelling the orders.  As soon as  they
(Road Rullers) were reccived, they would be despatched to the respective
consignees.” The Commiittee pointed out that in case some of the consignees
refused to receive the road rolers due to the delayed supplics, it might be
wiser to insist that the tirm refunded the entire amount of Rs) 1.85 crores in
cash.  The Sccretury, Department of Supply, stated : *Sir, this is against
definite A Ty for the supply of road rollers. We have not heard from any
single consignee that he does pot require road rollers, “Phercfore, we are
obliged under the rules to supply the road rollers.™

1.17. The Committee enquired whether it was not necessary for Govern-
ment to Jook into the criminal conduct of the party as apart from the recovery
of money, Government were also concerned with the maintenance of  law
and order and with curbing the growth of anti-social activities.  Hie Seere-
tary. Department of Supply. stated © ~The matter is being fully investigated
by the C.B.I.  We have asked them to expedite it as much as possible. We
have told them that it there is any direct evidence of malpractice fraud ete.
immediately criminal cases must be procecded with.  The party must not be
shown any consideration.  There is no questicn of leniency towards the party
who has got Government money as advance to the tune of Rs, 2 crores. We
have taken the advice of the Law Ministry also for taking civil action.”

1.18. He added : “The filing of civil suits does not  at all  effect the
criminal liability and the C.B.I. investigation is going on.  If criminal liabi-
lity is proved, then going to the civil court for recovery of money will be no
argument for not taking criminal action.”

1.19. While the Committee note the Ministry’s anxiety to recover the
amount of about Rs. 2 crores unanthorisedly kept by the party, they cannot
teo strongly stress that, as Government are responsible for maintaining the
highest traditions of integrity and public conduci, it is their foremost duty
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fo ascertain whether any fraudulent practices liable to criminal proceedings
hiave been committed and fo spare no efforls to bring the guilty to book as a
deterrent to others.

1.20. The Commitiee asked the Sccretary whether the Department of
Supply had taken steps to find out how the firm had utilised the amount of
Rs. 1.88 crores drawn by it as advance payment. The Secretary. Department
of Supply stated @ “We have no idea”

1.21, The Committee, however, find from the answer to Starred Ques-
tron No. 501 dated 24th November, 1966 in the Lok Sabha that Messrs.
U.P.C.C. Private Ltd., Calcutta applicd to the Calcutta Office of the Reserve
Bank of India for permission to purchase 5,79.400 shares of the face valuc
of Ra. 10 cach of Messrs, Indo-Burma Petroleum Co, Ltd., Calcutta repre-
senting 57.94%¢ of the cquity capital of the company at Rs. 21.50 per share
from Mussrs, Steel Brothers & Co. Lid,, UK. The proposal envisaged a
purchuase price of Re. 1.24,57.100 and further o sum of £ 50.000 on account
of sale proceeds 10 be tramsferred to UK. The proposal was «tated to be
under examination of the Reserve Bank of Indin and  the  Ministry  of
Petroleum & Chemicals.

1.22. The Committee asked about the present position of the application
of the firm for the purchase of shares. The Additional Secretary, Depart-
ment of Eeonomic Aftairs, stated ; “The application was rejected by the
Reserve Bank of India in April, 1967."  He abo added @ “He has filed o
suit i1 Caleutta High Court impleding the Reserve Bank o1 India diso for
allowing the purchase of shares,™

1.23 1t s also noticed fronmy the documents furnicshed to the Committee
that the fivm in a representation dated 1st March. 1968, have again requested
Governmient inter alia as under regarding the purchase of <hares of Indo-
Burma Petroleum Company Limited,

“In this connection we should like to submit that as per recent ar-
rangements with the Ministry of Works, Housing & Supply, scourities
as required by them, have been provided for the performance of the
oulstanding contriicts. ... .. e "

“The approval of the purchase of Indo-Burma Petrolcum shares,
which is pending since several  months, and is involving both the
Goverament and the firm in heavy litigation costs etc., besides frittering
of resources, could, if approved, help in quicker performance of the out-
standing contracts.  U.P.C.C. Private Ltd., could also further undertake
that on the shares sp acquired, the Government would have the second
licn or pari passu charge subject to the State Bank of India’s agreement,
(which itself is Govcrnment owned), till the outstanding supplies of
Road Rollers arc completed. The value of these shares would only
provide additional cover to the Government for any outstanding against
supplies due from U.P.C.C.”



~}

“Thus, it would be seen that the approval to this purchase would be
found altogether in Government interest.  The delay in the approval s
resabting in the foreign oxchange loss to the country since the same s
being remitted abroad.  During the last several months  already  over
Rs. 15 lakhs has been lost on account of this delay which  could  well
have been avoided.”

“We do hope that this matter would be reviewed and the approval
not withheld any further as any delay s only 10 the detriment of the
Government, This submission, however. as would be appreciated  is
without prejudice.”

1.24. The Committee have been informed by the Ministry  of Finance
that Government have not taken any action on this Ketter of the firm, nor
has any reply been sent to them. .

The Scerctary, Department of Supply abso informed the Commiittee @
think on more than one occasion, we had made the position quite clear to
the Reserve Bank and to the Ministry of Finance that so long as our money
is due including interest, no permission should be given to this party for the
remittance of foreign exchange.”

1.25. The Committee would like to recull the conclusion appended to
their First Report on Road Rollers wherein they had observed :

“A perusal of the preceding chapters tells the story of a  veritable
chain or series of lapses on the part of various governmental authorities.

It would be stretching credulity too far to belicve that each individual

lupse can be explained by its special circumstances and that the fact they

Al took place in regard to the same deal can be considered coincidental.

[t is this pattern that persists throughout the case that was a matter of

concern to the Committee and should be a4 matter  of  concern to

Government.” (Para 8.1)

“The Committee cannot but take a very serious view of the manner

i which the firm persisted in dubious activities over a period of more

than three years.” (Para 8.7)

1.26. The Committee had also pointed out that the firm had drawn 90%
advance payment on proof of inspection of 403 road rollers involving an
advance payment of Rs. 1.85 crores approximately and that an intcrest of
Rs. 29 lakhs was also duc thercon upto 31-12-66.

1.27. The Committee had expected Government to redouble their cfforts
to ascertain how the amount of Rs. 1.85 crores taken as an advance by the
firm had been disposed of. The Committee are disappointed to find that
even now Government have no clear idea about the manner in which this
amouat has been disposed of by the firm,

1.28. The Committee find that in the last available balance sheet of
U.P.C.C. Private Ltd. for 1965, an amount of Rs. 1,08,86,172.56 has been
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shown in Schedulc G of the Report as having becn given as loans and
advance . without any sccurity other than the debtors’ personal security. The
Commitlee mate that investigaions carricd out by the Department of Com-
pany Aflairs show that “over a crore of rupees had been transferred (by
L.P.C.C Pyt Ltdy 1o the carlier partaership firm.”

1,29 A further clue to this s available in the UP.C.Cs onginal apph-

cation und their subsequent letter of ot March, 196X pressing their request
to be allowed to purchase shares of the Indo-Burma Petroleum Company

Limited which would involve a purchase price of Rs. 1,24,57.100 and a
further sum of £ 50,000 on account of sale proceeds to be transferred t

the UK

1.30. The Committee also find that in a letter dated 4th  November,
1947, (0 U Minister ol Supplies, M/s. UP.C.C. Pvt. Ltd. state inter alia

as under
“Additionaily, from Rs. 50.00 lakhs advanced by U.P.C.C. Pvt. Lid.
to Assam Sillimanite Ltd..* for the Ramgarh Refractory  Project
LU.P.C.Co (Pt Lad. expects to get shares at least to the  extent  of
Ra 2060 lakhs.”

1.31. The Committee consider that Government have not carried out a
thorough investigation into the manner in which U.P.C.C. (Pvt.) Ltd. have
disposed of an amouant of Rs. 1.85 crores reccived by them as advance
It is all the more disturbing that when the firm approached Government on
mare than one occasion with offers of shares of their allied or  subsidiary
companios as security or with the request to permit them to purchase shares
of Indo-Burma Petroleunm Co, Lad., Government did  not  question  them
closely about the source of their funds,

1.32. In view ol these facts the Committee are not able to appreciate
the plea that the UP.CC Pyt 1ad. do not have enough liguid assets  {o
pay back the advance of Rs, 1.85 crores (togethe; with interc. thereom)
which has been retained by them in an unauthorised manner without dufv
delivering road rollvrs,

1.33. The Committce would like Government to ta\e urgen: step: fo
recover the ammount.

1.34. The Commitice enquired whether at the meeting held on 27th Junc,
967, the representative of the firm was specifically asked to file an affidavit
about their assets, and desired to know the action taken in pursuance thereof
by the firm. The Sceerctary, Department of Supply stated : “He did not
produce the affidavit of the assets also.™  Asked why this was not followed
up, the Scerctary, Department of Supply. stated : “It must have been lost
sight of. There was another agreement later, another offer etc. etc.” In
reply 10 a quesuon the wntnms stated : “So far as the qucshon of sccurm;.

*M'S UPCT " Ltd Mg 1gmg Qu;‘m of Assum Siltim i wnite Ltd. since 1-7- 1966.
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mterest of Government were concerned, we took all ¢ivil steps which were
humanly possible. We have goae to the court.  We have got attuchment of
ol his assets.”

1.35. The Committee comsider that Government should have pressed
the firm to file sn affidavit of their assets so that they had a clear piciure of
their assets in order to compe! the firm to return the advance of Rs. 1.88
crores umauthorisedly retained by it. .

1.36. The Committee note that the firm have ofiered to supply road
rollers in instalmints and that, as a token of their bona-fides, they have sub-
mitted to Government shares of the aggregate face value of Rs. 20 lakhs
pertainiag (o allied concerns held either in the name of the partnership con-
cerm (M s. UP.C.C.) or in the name of individual directors. The Com-
mittee note that the arangement with the firm would cease to exist “as and
when the interim injunctions in respect of blacklisting orders etc. were vacated
by the High Court”. The Committee would not like to go into the detailed
mplications of this proposal as they have no doobt that Govt. will take
proper care to safeguard puablic interests. They would. however, like t0
should a note of caution and to stress that, while taking a decision on. the

offer of the firm, the Government should keep in view the following mpedb
of this case 1

(i) The legal implications of the proposal made by the firm,

(ii) The efiect that such an arrungement would  have on the suity
filed by Government and on the launching of criminal proceed-
ings against the firm or relevant individuals in a court of law,
particularly when it is understood that investigation in «cven
cases have almost been finalised.

(iit) Whether the requirement of road rollers by the indentors sl
holds good and how far these road rollers to he supplied by
the firm will meet requirements, particularly in view of the past-
experience of defective roliers supplicd by the firm and  the
reported poor after sale-service. (¢f Paras 4.7, 410, and 4.25
of First Report—4th 1.5.)

tiv) The implications of the acceptance of roud rollers oficred by
the firm on the extension of the date of deliveny of contracts,
the recovery of interest charges (which worked out to Rs. 29
lakhs on 31-12-1966) for the advance retained by the firm and
the recovery of damages on account of losses (actual or poten-
tial) sufiered by the indentors on account of delay. non-supply
of road rollers.

{v) Whether acceptance of the proposal may cnable the firm to mis-
represont the position either to the other Ministries of Govern-
ment of India or to State Governments or Statutory autonomous
authorities.
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{vi+ The preseat Intrinsic value and the penuineness of the shares
ofiered by the firm as a security.

(vii) Am ¢vamination of the lien on the amount of Rs. 20 lakhs for
the purchase of shares out of Rs. 50 lakhs advanced by the
compuay in advance of the allotment of the same by Assam
Sitlimanite Limited.

(viii) Whetber the firm will be in 2 position to fulfil their promise to
supply road rollers in the light of their past performance.

(ix+ Ity impact om the request made by the firm for permission to
purchase shares of the Indo-Burma Petroleum Co. Lid. ot a
time when the firm have not paid back the advance of Rs. 1.85
crores unuathorisedly drawn by them and inferest  thereom
cither in cash or by the sapply of road rollers.

1.37. ‘The Commitice cannot too strongly stress that, in examining this
proposal of Meswey, U.P.C.C. in all its ramifications, Government will make
swre that not oaly will the firm ure in a position and would in fact delivers
the road rollers in accordance with their ofier, but also that the right of the
Government to take criminal action as a result of the current mvestigations
by the Centrul Bureau of Investigation or any other Governmental agency

s not fettered or prejudiced in any manner.



CHAPTER 11

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH
REPLIES OF GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE
COMMITTEE AND WHICH HAVE BEEN REITERATED

Failure to Consult Chief Pay & Accounts Officer

§. No. 6, Para 3.30 of Appendix X 1o the First Report of the Public Accounts
Committee (Fourth Lok Sabha).

In Paras 3.30. the Committce had noted with regret that the Chicf Pay &
Accounts Officer was not consulted before the relaxed terms of payment were
adopted.  This is all the mote serious in view of the fact that Chief Pay
and Accounts Office had desired in the past that he should be associated
whenever the terms of payments were relaxed.

2.2. Government in their reply have stated as follows 1 —

“Para 265 of the Manual of Office Procedure for Supplies, Inspec-
tion and Disposals already provides that if a departure from the standard
system of payment is to be made in any case the orders of the D.G.S.&D.
should be obtained through the Co-ordination Supplies Section which
will consuit the Chief Pay & Accounts Officer and obtain orders of the
Government where necessary.  This provision has also been brought to
the notice of all concerned through Para 1 of the D.G.S.&D. Office
Order No. 141 dated the 26th November, 1966 (copy enclosed).”

2.3. The Committee find that the D.G.S.&D. Office Order No. 141,
dated 26-11-1966 refers not only to para 261 of the Manusl of Office Pro-
cedure for Supplies, Inspection and Disposals but also to earlier Office
Order No. 69, dated 24-5-63 and Office Order No. 152, dated 22-11-63
which enjoin that adequate security such as hypothecation deed and insur-
ance cover/Bank Guarantee should be obtained before authorising on
acoount/progress payments which are in the mature of payments in advance
of despatch of stores covered by the contract.

2.4. The Committee are of the view that, if the Chief Pay & Accounts
Officer had been consulted as enjoined by para 265 of Manual of Office
Procedure for Supplies, Inspection & Disposals on the principles outlined
in Office Orders of 24-5-63 and 22-11-63 had been applied in this case, it
should have been possible to safegnard Government’s interests. The Com~
mittee desire that the failure in the above respects should be imvestigated
and action taken against the parties found at fault and reported to the
Commiittee.

LILSS(CP)—68-—-2
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Pricing of Road Rollers

Si. No. 27, para 3.93 of Appendix X of the First Repor: of the Public Accounts
Committee (4th L.S.)

2.5. In para 3.93 of their 1st Report (4th Lok Sabha), the Committe:
observed :

“The Committee feel that the request of the firm of September, 1963,
regarding withdrawal of discount of Rs. 250 per Road Roller should hase
been examined by the Department of Supply and the Ministry of Finance in
the light of the refaxation in the terms of payment already agreed to by
them in July, 1963. Since the terms of payment had already been relaxed
in July, 1963, which in iisclf gave a concession to the firm of about Rs. 1.9
per Road Roller (¢ 4% discount carlier offered by the firm in their Sth
request, the withdrawal of discount of Re<. 250 per Road Roller was un
additional benefit to the firm.”

2.6, In their reply, the Department of Supply have ~tated © “Discount o
Re. 250 was specifically offered by the firm in their 1961 otfer for 37 Reud
Rollers.  The same discount continued 1o apphy 10 subsequent ATy placod
op them upto 17-12-1963. In September, 1963, however, the tirm advised
D.GS&D. by a leter that this discount should not be made apphleable o
further A7T'S This had w be agreed o onaccount of the following -
tors |

(a) There was no legal basis for DGSKD nsisting on the firm o
continue the same discount,

th) The other Road Roller manufacturers were also coming up tor
MCTEAse i Prices.

(¢) U.P.CC. prices still remained competitive even after withdrawal
of discount of Rs. 250",

2.7. In a note the Ministry of Finance have stated “It would be scen
from the relevant noting that the case was subjected to a thorough scrutiny
in the Ministry of Finance. When the Directorate’s proposal was received
by Finance with a bare notc information required for considering it, was
asked for from the Directorate. The tender of 1961 was looked into and
also the overall picture of the prices and terms and conditions of the 3
manufacturers. The case was fully gone into with reference to (i) the
contractural right of the Government to claim the continuance of discount:
(ii) the price structure of the three manufacturers; and (iii) the relative terms
and conditions.”

2.8. The Ministry of Finance have further stated that “the officers who
dealt with the case at that time were not personally aware that the relaxation
in the terms of payment had been allowed only recently. This had not been
brought out in the notes that were submitted to them by the DGS&D. There
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was therefore, no reason to corrclate the proposal for withdrawal ol the
discount with the decision to allow the relaxation in payment terms. It was
holieved that the existing price and the terms had been fixed taking into
acecunt all the relevant factors, and the proposal regarding wihdrawal of the
discount was considered on merits in the light of the existing circumstances.”

2.9, The Ministiy of Finance have concluded "It is doubtful if it could be
«aid even wn retrospect that the withdrawal of the discount had conferred an
undue benefit on the tirm, but for the fraud committed by it which came to
Hieht later.  After protracted negotiations with Messrs: Jossops and Messts.
Britannia; they were allowed increases in price of Reo 1672 and Rs. 2190
with effect from 1-53-64 and 1-6-64 respectivelys the increase could work vut
0 347 and 3.6 over their previous prices.”

210071 would thus be seen that the case was tully exanmed in the licht
of the facts then available and known 1o the dealing othicers. Even though
the Government was not contractualth entitled to insist upon the discount,
the point was not hurriedly conceded without o thorough exanunation, It
took us abour two moenths and e back references to the DGS.&D. o
anally agree to the DG proposal

211 While the Committee would not like to pursue this aspect further,
they are not «atisfied with the above explanation.  The fact  remains that
the request of the firm regarding the withdrawal of discount of Rs, 250 per
road rofler was not examined by the Department  of Supply  and ‘or  the
Ministry of Finance in the light of the relaxation in the  terms of payment
which had been agreed to by them in July, 1963, thus  involving  an ua-
intended concession to the firm of above R 1,900 per road roller at 47/
discount carlicr offered by the firm in their fifth request of April, 1961.

2.12. The Committee desire that remedial action should be taken in the
light of these facts to ensure that complete papers are placed before the
Department of Supply, Ministry of Finance at the time of the consideration

of a request from a firm for grant of any concession in terms of payment or
withdrawal of discount.

Verification of Financial Standing of Firms
214, In paras 3,102 and 3.103. the Cmmitiee recommended

“The Committee are surprised 1o fearn that the DGS&D's Manual of
Procedure for Supplies, Inspection and Disposals does not clearly lay down
that the representative of the Ministry of Finance should be invariably con-
sulted at the stage of the verification of the financial standing and soundness
of a firm before its registration or for placing initial orders on an unregistered
firm.”

“The Commitiee would like Government to examine the matter and lay

down clear instructions so that Government's interests are fully safeguard-
ed.”
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2.15. In their reply, the Department of Supply have stated :

“The Public Accounts Commitice have recommended that in order
to safeguard Government's interests fully the representative of
thc Ministry of Finance should be invariably consulted at the
stage of verification of the financial standing and soundness of
a firm,

(a) before the registration; and

{b) before placing initial orders on an unregistered firm.”

2.16. “The question of prescribing in the Rules that the Ministry of Fin-
ance shall be consulted at the stage of verification of the financial standing
and soundness of a firm before its registration as also for placing initial
orders on an registered firm, has been carefully examined in consultation with
that Ministry. 1t is felt that the existing machinery in the D.G.S.&D. for
verification of financial standing of firms for purposes ol registration /re-
newing registration is quite adequate for the purpose.  Besides. as the number
of cases relating to registration /renewal of registration of firms is quite large,
prior consultation with Ministry of Finance is bound to causc considerable
delay in the disposal of these cases unless the existing staff in the Ministry
of Finance is reinforced.  As the objective behind the recommendation of
the Public Accounts Committee is that the financial soundness of firms seek-
ing registration should be scrutinised very carefully by an agency which is
fully qualified and possesses the necessary technical competence, the pur-
pose could be better achieved by obtaining the services of an cxperienced
ofticer from the Department of Company Law Administration and appointing
him as Deputy Director (Registration) against a post already sanctioned in
the D.G.S.&D.  This officer would be qualified to examine, in a compre-
heasive manner. the capital structure of the companies. their balance sheets
and profit and loss accounts and thus would be in a position to make a cor-
rect assessment of the financial soundness of the firms for registration purposes.
With such an officer in position, it would become unnccessary to consult the
Ministry of Finance. However, in doubtiul and complicated cases it is
proposcd to provide that the Ministry of Finance should be consulted. in
such matters.”

2.17. “Ags regards consultatron with the Ministry of Finance at the stage
of verification of the financial standing and soundness of the unrcgistered
firms before placing initial orders on them, the existing procedurc is that
orders on unregistered firms are placed after obtaining bankers® report. In-
come Tax Clearance Certificate and competency/capacity report from the
Inspectorates concerned of the D.G.S.&D. Morcover, orders are placed on
the unregistered firms generally after obtaining security deposits from them.
1t would not be practicable to consult the Ministry of Finance for verification
of the financial standing and soundness of thc unregistered firms before plac-
ing initial orders on unregistered firms, as the number of these cases would be
very large and prior consultation with that Ministry would result in consi-
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derable delav in the coverage of the indents. Tt is accordingly felt that the
existing practice of placing ud hoc orders on unregistered firm should continue,
as it already provides adequate safeguards.”

2.18. The Committee note that Government propose to appoint a De-
puty Director, Registration, in the office of the D.G.S. & D. who “would
be fully qualificd to examine. in a comprchensive manner, the capital struc-
ture of the companies, their balance sheets and profit and loss sccounts and
thus would be in a position to make a correct assessment of the financial
soundness of the firms for registration purposes”. The Committee also note
that “in doubtful and complicated cases it is proposed to provide that the
Ministry of Finance should be consulted in such matters”.

2.19. The Committee would like Government to review the position in
the light of experience gained after one year. The Committee also desire
that, in the light of such a review, general principles should be laid down
for determining the types of complicated and doubtful cases, which woueld

require prior consultation with the Ministry of Finance before registration
of the firms.

2.20. As regards the placing of orders on unregistered firms, the Com.
mittec suggest that where it is proposed not to consult the Ministry of
Finance, Government should obtain adequate security deposits to safeguard
their interests.  The Committee feel that where large orders of, say, Rs. §
iakhs and above are placed on an unregistered firm, it would be in Govern-
ment’s own interest to have the standing of the firm thoroughly checked in
consultation with the Ministry of Finance,

Departure from Standard Terms of Payment

Si. No. 31, para 3.104 of Appendix X to the First Report of the Public
Accounts Committee (4th L.S.)

2.21. In para 3.104, the Committee recommended :

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

2.22. In their reply, the Department of Supply have stated :

“Para 265 of the DGS&D Manual of Office procedure for supplies, Ins-
pection and disposals relating to ‘Departure from the prescribed system
of payment’ is being amended to provide that in all cases of departure from
standard terms of payment involving substantial financial repercussions, the

.cases will also be submitted to the Financial Adviser concerned before final
worders arc passed.”

2.23. The Committee regret to note that, even though their report in
this case was presented to the Lok Sabha on 4th August, 1967, the Depart-
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ment have not so far been able to issue an amendment to the Manual of
Oflice Procedure for Sapplies, Inspection and Disposals of the Director
General, Supplies & Disposals.  The Commiitee desire  that  such action
should be taken forthwith to ensure that all cases which involve any depar-
ture from the standard ferms of payment with substantial financial implica-
tions should be cxamined by the Finuncial Adviser concerned before final

orders are passed,
Mal.practices in Dospatch of Stores

S Noo AL para 4.53 of Appendix X 1o the First Reporr of  the Public
Accopts Commiee b 1S

2240 Refernng o the metances where the tirmoan this case had recenved
paymert on the proot of inspection and despatch of road-rollers by indi-
cating fictitious or wrong Railway Reccipts Nos. the Committee observed

“The Committee would like the Department of Supply DGS&D 1o go
fully into the matter in consultation with the Ministry of Railways and major
indenting departments with a view to devise a foolproof procedure for en-
suring that a supplier cannot get awav with  advance payment without
actually despatching complete goods after inspection.”

225 In their reply. the Department of Supply have stated

“The matter has been carefully reviewed by the Department of Supply
in consultation with the DGS&D. Chief Pay and Accounts Officer and the
Ministry of Railways. In view of the inability of the Railways to issue o
duplicate copy of the Railway Receipt which would be the only foolproof
method of establishing despatch of the inspected stores for which payment
wits claimed, several other alternatives were considered. It was tentatively
decided that bills for advance payments should be supported by a photostat
copy of the Railway Receipt (where these facilities were available) or by
certitied attested copies from the prescribed authorities. It wus also decid-
cd that in cases where the suppliers were unable to furnish the photostat
copics or the attested copies, no advance payments should be made to them.
Simultancously, standing instructions would be issued to the consignees re-
quiring them to promptly bring to the notice of the Pay and Accounts Officer
concerned for appropriate action any cases of short supplies. The DGS&D
has been advised 1o discuss the revised procedure with the representatives
of the trade before issue of final orders.”

2.26. The Comumittee note that Government are contemplating a revi-
sion of the procedure to ensure that a supplier cannot get away with ad-
vance payment without actually despatching the complete goods after ins-
pection, I the revision of the procedure is likely to take some more time.
the Committee suggest that instructions should in the meantime be issued
forthwith to all consignees to bring promptly all cases of short supplies to
the notice of the Pay & Accouats Officer concerncd for appropriate action.
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The Committee would like to be informed of the revised procedure when
finalised and given cfiect to.

Failure to mark A Ts to Progress Wing

S. No. 45, Para 5.9 of Appendix X to the First Report of the Public
Aceowain Compigiee (f corii 1L Nabéuy,

el

2270 00 Para 5.9 of the Report, the Comnuttee observed  that  they
“cannot help concluding that one of the contributory reasons for the failure
to detect the inordinate delay by the tirm in the despateh of road rollers
after inspection was the fact that the A/Ts placed by the office of
D.GS.&D. on the firm were not specially marked for progressing by the
Progress Wing. The Commitlee consider that, when special terms of pay-
ment in relaxation of standard terms were sanctioned to the firm, the office
of the D.G.S.&D. should have taken aure specifically to ask the Progress
Wing to keep a special watch on the progress of the despatch of road
rollers after inspection.”

2.28. The Government have stated in their reply as follows t——
“The following Office Orders have been issued by the D.G.S.&D, (e

(1) Office Order No. 43-A, dated the 25th May, 1967 regarding
progressing of supplies against contracts where progress/
advance payments arc authorised.

(2) Office Order No. 86, dated  the $th August, 1967  regarding
progressing of supplies against contracts where progress/
advance payments are authorised,

(3) Othce Order No. 97, dated the 31st August, 1967 regarding

progressing of supplies against contracts where standard terms
of payment are relaxed.

2.29. In Office Order No. 97, dated the 31st August, 1967, it has been
laid down that such contracts arc to be subject to special progressing and
that such contracts should be marked by Purchase Officer with the words
“special progressing required” at top left hand corner of the copy of A/T
meant for Progress Officer who has to keep a special wateh.”

2.30. The Commitiece would like to draw attention in this connection
10 paras 243 to 248 of the Manual of Office Procedure for Supplies, Ins-
pection & Disposals, which describes in detail the duties and functions of
the Progress Wing.,  The Manual inter alia provides :

“The Progress Wing has been set up to implement the slogan of the
Department "D.G.S.&D. delivers the goods’ by the scheduled
date. [Essentially, therefore, it watches coverage of indents and
follows up contracts so that supplies are arranged by the speci-
fied delivery dates.”
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“The Progress Wing will watch the deliveries against the contracts
upto the stage of final inspection of stores except in the casc
of contracts placed on unregistered firms where they are
specially required to chase the contracts til] the store is actually
despatched.”

2.31. It is obvious that not only was it incumbent on the office of the
D.G.S.&D. to mark a copy of the A/T to the Progress Wing, but also vn
the Progress Wing to ensure that the stores were actmally despatched, as
the order was admittedly on an unregistered firm. The Committee would
like Government to investigate the matter further in  the light of this and
fix responsibility for faiture to mark the A Ts to the Progress Wing.

Inspection of Road Rollers
SI. No. 49, Para 5.19 of Appendix X to the first Report of the Public
Accounts Committee (4th L.S.)

2.32. The Public Accounts Committee  were informed  that the total
number of road rollers inspected from 1st December, 1963 to September,
1966, was 962. Referring to a statement showing the average rate of ms-
pection of road rollers per month, the Committee observed :

“The Committee find from this statement that in the months of May,
1964 to August, 1964, October, 1964 and November, 1964, and further
from September, 1965 1o December, 1965, the firm on an average made
available for inspection road rollers greatly beyond their production capa-
city. The Committee are not able to understand as to why this aspect did
not attract the attention of the inspecting officers.  The Committee  were
given to understand by the Secretary, Dcpartment of Supply that, they
were going into the matter as to whether the inspection done by the ins-
pecting officers was faulty and the supervision of the Director of Inspection
was adequate and whether there was any collusion. The Committee desire
that this aspect should be investigated expeditiously with a view to find out
how far the Inspection Wing and the officers of the DGS&D failed to carry
out their responsibilities properly and how far there was collusion, if any,
with the firm.”

2.33. In their reply, the Department of Supply have stated that this
recommendation involves three aspects viz., whether

(a) Inspection was faulty in as much as production during the
specified months failed to attract the notice of the inspector
concerned;

(b) The supervision of the Director of Inspection was adequate or
not; and

(c) There had been any collusion,

(a) Failure to attract the attention of the Inspector

2.34, “There appears to be some misapprehension in regard to the
rated monthly production capacity of M s, Agrind Fabrications vis-a-vis
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their actual moathly output. It may be stated that in respect of all manu-
facturers of heavy engineering items the average capacity per month is, for
the sake of convenience, deduced from the assessment of their yearly pro-
duction capacity. In this case when it was stated that the firm's production
capacity was 30 road rollers per month it was to be understood that the
figure had been arrived at on the basis of a vearly production capacity of
360 Nos. Actual monthly output may vary from time to time due to un-
forscen difficulties in the procurement of raw-materials and bought out
items, incidence of labour trouble, prolonged holidays etc. For correct
appraisal onc should therefore, take into account the firm's recorded annual
production figures during the years 1964 and 1965 of 359 Nos. and 357
Nos. respectively against their assessed vearly capacity of 360 Nos. Bear-
ing this in mind the inspector had no reason to suspect any mala fides. 1In
this connection, it will be interesting to examine the  monthly  production
figures of M.s. Jessops and M/s. Britannia  Eagineering—the  other  two
parallel supplicrs of the road rollers. The statement at Annexures | & 11
reveals on almost indentical pattern of fluctuations in their monthly pro-
duction as well.  In the circumstances, the fluctuatiors in the monthly out-
put of M ’s. Agrind Fabrications are not of such significance and therefore
did not attract the attention of visiting inspectors because they are used to
such fluctuations.”

(b)Y Supervision by Senior Technical Officers

2.35. “The Supervision by the senior staff including  the Director  of
Inspection, aims at achieving the following objects 1 —

(i) That, the calls for inspection are attended to promptly;

(ii) That, the standard of inspection by the Junior Officers is
satisfactory; and

(iii) That, any problems arising out of manufacturing defects, dis-
crepancies in drawings and specifications governing the A/T
ctc. do not remain unattended.

2.36. For this purposc surprise visits by the Senior officers were periodi-
cally paid to the firm according to normal practicc and there have been no
complaints against the performance of the inspectors.  There is, however, no
foolproof machanism in the Inspection Organisation to dete¢t and prevent
the types of fraud committed by the firm in this case. It must be appre-
ciated that in the case of the other two suppliers of road rollers also the
extent of inspection and supervision was of the same type and order.”

(¢) Inspectors’ collusion

2.37. “With regard to the likely collusion of the inspectors the subject
matter is under the investigation of C.B.I. While no evidence of collusion
has come to light in the departmental inquiries made so far, a finding on
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this subject will have to await the completion of the C.B.1.’s inquiries. The
Public Accounts Commitice will be informed of the result in due course.”

2.38. The Commiltee are not convinced by the Ministry's explanation
that “the fluctuations in the monthly output of M s, Agrind Fabrications
are not of much significance and thercfore did not attract the attention of
the visiting Inspectors becanse they are used to such fluctuations.” The
real point s that the firm were expected (o increase their production from
28 1o 30 road rolless per moath in view of the relaxed  terms of pavment,
but verification of this increase which was imperative in the circumstances
was not carried out by the inspectorate.  The Ministry appear now to take
into account the tirm’s recorded annual production figures which showed an
average of 30 per month for 1964 and 1965 though, in the cvidence before
the Public Accounts Committee, the Secretary to the Department of Supply
had admitted that It (production capacity) was not checked up; capacity
certainly was not even 30 per month ™ (of para 3.62 of the First Report
of the Public Accounts Committece—Fourth Lok Satha),

2.39. The Committee note that the question of likely collusion of the
inspectors is under investigation by the C.B.I. The Committce would like
to await the outcome of the investigation.

Procedure for Inspection

St Nos. 50 & 66, Paras 5.20 & 8.11 of Appendix X to the First Repor; of
the Public Accounts Commutice (Fourih Lok Sabha)

2.40. The Committee were informed that in this case the inspection
mark affixed by the inspector was “A slight hammer blow. A mark is left
on the bodv of the road roller.”™ In para 5.20 of their Report, the Committee
observed

“The Committee would also hike Government thoroughly to invest-
gate the procedure for impressing inspection marks on road
rollers and stores so as to make sure that these cannot  be
erased or otherwise tempered with,  In fact, it would be ad-
vantageous if inspection of goods fabricated or manufactured
in the country iy carried out in stages to make sure that thev
strictly conform to the prescribed standards.™

2.41. In their reply, the Ministry have stated thap this recommendation
involves two features iz, :
(a) affixing an indelible inspection stamp on the inspected road
rollers; and
(b) inspection during vartous stages of the manufacture of the road
rollers,
2.42. With regard to (a) above, it has been stated “The Inspector's
stamp or scal is affixed to the stores as a token of his approval of the goods
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tendered by a contractor against a particular A 'T. The stamp or seal thus
affixed by the Inspector serve the nwo-fold purpose of identifying the stores
at the receiving end and alio of identifving the inspector who approved
the stores”

2430 "The Inspector’s seal or stamp is oeither so designed nor meant
prevent an unscrupulous contractor from committing o fraud by re-

as e

movong. crasing or obliterating the seal or stemp and re-offering the same
storcs against the balence supplics s appears to have been done in this
L.’m“."

2,440 I order to prevent such fraud the romeds dees not enly lie in
tightening the methoad of inspection, sealing cte.. bu also in preseribing
such heavy penalties as would serve as an effective deterrent. . The matter
has been cuarcfully considered. Tt is felt that there is no known method of
making inspection marks fully fraud-proof.  An attempt has been made in
this case to make the marks relatively more indelible, but even those can
be crased or obliterated H the manufacturer so wishes,  Further, indelible
marks cannot possibly be aflixed to a large variety of stores, cven if it
were possthle to ensure that thev could not be erased.  Even if the inspec-
tion marks are as indehble oo the circumstances permit, this could be no
Lecranee agast frauds e therefore, felt that the best deterrent could
be to punish fraud severely whenever it is detected.  This is done both
by the Administrative action and or judicial processes.  So far administra-
ve action is concerned, the Department can resort to  black-listing  cte.
Where the laws of the land are attracted, prosccution or filing of suits can
be resorted o, In this case, the firm and its associate concerns were blach.
heted. CBULL are investigating the whole case and further action as neces-
sar, will be taken on receipt of C.B.1. investigation report.”

245, Regarding (b) above, it is stated that by and large the procedure
as ood down i para 38D of the DUGS.&D. Muanuad is bemng fotlowed in
the case of structural fabrication items and such stores where the materials
are doespatched mnocomponents fully ready for assembly  and  erection  at
sitv. By the very nature of such stores no chances can be taken during
ispection since the site conditions would not permit any subsequent recti-
fication work.  Likewise, stage inspection is also carried out in respect ol
safety items like coaches ete. It has, however, not been possible to intro-
ducye stage by stage inspection for cvery indigenously manufactured store
particularly when major components are bought out items owing to the
extreme paucity of the indpection staff. It may be added, however, that
onle recenthy a full-time inspector has been posted at Messrs. Agrind
Fabrications as a very special case under the orders of the Dircetor General,
Supplics & Disposals, though such an arrangement has not been prescribed
for the other two manufacturers of the road-roller..”

1

i

2.46. In para 8.11, the Committee recommended that they would like
thc Government to exercise greater vigilance in respect of all existing con-
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rracts, where progress payments or payments in relaxation of standard terms
have been authorised. In their Note the Department of Supply have
stated

“(1) Under the existing instructions, four types of progress payments/
relaned payments are admissible aga‘nst contracts placed by the D.G.S.&D.
Bricfly, these arc as under :—

(a) ‘On account’ progress payments for raw materials  against
fabrication contracts;

(b) Payments to vehicles manufacturers on proof of handing over
of vehicles to their transporting agents for despatch by road;

(c) Payments in the case of fabrication contracts where stores arc
entrusted to the contractor for fabrication like body-building
contracts; and

(d) Payment for stores on proof of inspection.

(2) The procedure for authorising such payments is as under :—

(a) Payments of this nature can be  allowed up to 90% of the
value of the raw materials, subject to 50% of the total valuc
of the contracts on the firm's furnishing a hypothecation Dced
hypothecating the raw materials to the President of India and
taking out an insurance at his cost insuring thc materials and
assigning the Policy in favour of the President of India. The
limit of 50% of the contract value mentioned above may be
raiscd to 75% of the value of the contract (of a minimum
value of 6 lakhs) where the stores require the use of large
quantitics of iron and stecl or where it is clear that the normal
system of payment after completion of supplies will put the
contractor in difficulties by blocking his capital owing to the
large value of the components etc. Where necessary, in addi-
tion to the normal safeguards of hypothecation and insurance,
bank guarantec may also be insisted upon.

(b) In such cascs, the firms claim payment from the Pay &
Accounts Officer by showing proof of handing over the vehicle
to their transportation agents, duly certified by their internal
auditors.

(¢) In such cases, the contractors have to be responsible for safe
custody of the Government mategials in their custody. To
achieve this objective, the contractors have to furnish adequate
security deposit unless a contractor has other dealing with the
Government and it is considered that it would be possible to
make recoveries from other bills due to them.

(d) In so far as cases of this type are concerned, all the purchase
Directors were requested to furnish details of contracts con-
cluded where payments have been authorised before despatch
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of the stores. With tho exception of the U.P.C.C. cases, and
the rate contracts/ad hoc A/Ts for wvehicles failing under
category (b) above, no other case has been reported where
such payments have been authorised. According to para 265
of the Manual of Office Procedure for Supplics, Inspection and
Disposals, for allowing any relaxed system of payment (other
than standard tcrms) approval of the Government will be
necessary. Chicf Pay & Accounts Officer will also have to be
consulted.

With a view to exercise greater vigilance and tighten up the matter
further in Government interest, Office Order No. 141, dated
26-11-1966 has been issued stipulating that bank  guarantec
should be insisted upon from the contractors whenever standard
terms of payment are relaxed and advance pavment before
despatch is allowed.

(3) The further safeguards to be adopted in the four categories  of
cases of progress payments mentioned above have been formulated and
the present position is as under :

Category (a)—A Performance Guarantee to be oblained in such cases in
licu of the hypothecation deed has been finalised in consulta-
tion with the Ministry of Law. In addition, a comprehensive
Insurance cover will also be necessary.

The matter was included as an item on the Agenda for the 14th
meeting of the Central Purchase Advisory Council held on
16-12-67. No objections were raised by the Trade to the
introduction of the revised procedure for making ‘on account’
payments against Performance Guarantee and comprehensive
insurance cover. After the matter has been fully considered
necessary instructions on the subject will be issued to all con-
cerned.

Category (¢)—The draft of the Performance Bond to be obtained in such
cases has been vetted by the Ministry of Law and has been
forwarded to the Ministry of Finance for approval.

Category (b) & (d)—A notc has been forwarded to the Ministry of Law
for consideration of a suggestion about release of initial 95%
payment in such cases on the basis of a comprehensive insu-
rance policy duly hypothccated to the President of India. The
comprehensive insurance policy will also include cover against
the risk of walking away with the chassis by transport agents of
Automobiles Manufacturers, i.e.

(i) wrongly withholding delivery;
(ii) delaying the delivery without any justifiable cause; and
(iii) converting the property entrusted.”
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2.47. The Committee note fsom the reply given to pars 8.11 that Goy-
emment are thinking of prescribing a comprehensive insurance policy to be
taken out by a firm which is allowed reiaxation in terms of psyment so 2
to cover the following eventualities :—

(i) wrongly withholding delivery;
(i) delaying delivery without any justifiable cause; and
(i) converting the property emtrwsted.
2.48. The Committee would like Government to finalise these propo-
sals 9t an carly date and implement them  to avoid a recurrence of such
cases.

Performance of Firm in respect of other Stores
Sl No, 86, parus 78-7.10 of Appendix X to the First Repory of the Puble
Accounts Compuriee (Fourdh Lok Sabhay .

24 I oparas T THO, referring o the pertormance of - Mo

E

CP.CC regardmy orders placed for other stores the Commuttee obscivaid

“The Committee are perturbed to note that there have been delays in
almost all the orders placed on the firm for supply of stores other thun
road-rollers. They desue that the question of fevying liquidated  damag s
against the tirm should be carcfully examined by the DGS&D.”

“Whitt s more serious is that, the review of two canes regarding the supoi
of Dozers and Soil Stabilisers have revealed that the firm had fraudulentdy
drawn 80 per cent advance pavment on proof of despateh without desparzh-
ing the complete stores.”

“It appears to the Committee that the firm has a persistent tendency to
claim payment from Government fraudulently without delivering the goods.
The Committee consider that Government  should  cxamine  thoroughly,
without delay, the performance of the firm and its associaled companics
regarding the supply of stores.  The Committee need hardly stress that,
where malpractices have been indulged in by the firm or ity associated
companics, stringent action should be taken against them to safeguard the
Public interest.  The firm and associated companies should also be pro-
ceeded against, under the law, if fraudulent practices are cstablished on
investigation by the Central Burcau of Investigation.”

2.50. In their reply, the Department of Supply have stated :
(1) Para 7.8

“On 25-8-67, a Memo was circulated to all Purchase Directorates at
Hcadquarters and Regions to review immediately contracts for stores other
than Road Roliers placed on M/s. U.P.C.C. and implement the recommen-
dation of the P.A.C. properly i.e. to examine carefully the question of levy-
ing liquidated damages against the firm. Out of 17 Directorates both at
Headquarters and Regions, only 2 Dircctorates i.e. M.E.S. and Project
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have reported placement of certain contracts on Mss. UP.C.C. The re-
maining 15 Directorates have categorically stated that they have no con-
tracts pending with U.P.C.C. (P) Ltd. MES Directorate reported position
about four cases. With regard to the contract Sl No. 46, dated 15-2-65
(S. No. 22 of Appendix IX to P.A.C’s report) for supply of bitumen hot
mix plants, position is that A, T was cancelled with financial repercussion
on 4-1-67 and for recovery of general damages, the matter is under con-
sideration in consultation with Ministry of Law. In respect of two con-
tracts (SI. Nos. 24 and 25 of Appendix IX ibid) supplies have more or
less been completed.  In respect of the romaining one case (Sh No, 23 of
App. IX ibid) nothing untoward has been noticed so far. A strict watch
is, however, being kept.  This one case is for § Nos. Bitumen Tankers, two
of which have been supplied and 3 are still (o be supplied.

Question of
granting extension is under consideration at a high level”

“The Project Dircctorate has oxamined m detail 23 A T placed on
M o U PCC by that Directorates keepiny noview e recommendation
of the Public Accounts Committce regarding levving of hiquidated damages.”

(2 Paras 7.9 and 7.10

“Recommendations against these paris were circulated demi-ofhiciatly o
all the 17 Directorates both at Headguarters and  Repronal  Offices on
25.8-67 requiring the Directorates o examine immedhately the performance
of M~ UP.CC (P) Ltd and its associated companics reganding supply of
stores other than road roller<s and that any case of malpractice which may
come to light as a result of this review, should be immediately reported w0
C.B.I. for investigation alter showing to the competent authority,  Only
Project Dircctorate have reported that out of 23 cases where orders have
been placed by that Directorate on M s, U.P.C.C. Ltd., there are 4 cases
which smack of fraudulent dealings of the firm.  The position of the 4 cases
is as under :—

(a) A/T Sk No. 631, dated 12-9-63 (SI. No. 4 of Appendix IX ibid)
for 4 Nos. Dragline bucket with attachments—valuc Rs. 38,045.

Exccutive Engineer, Karnal, the ultimate consignee, having not con-
firmed receipt of stores, the case was reported to C.B.l. on 26-6-67 for

investigation. It may, however, be noted that A.G. Punjab has accepted
the debit in this case. »

(b) A/T No. 642, dated 25-9-63 (Sl. No. 16 of Appendix I1X ibid)
for supply of 4 Nos. Michigan Tractor Dozer with attachments and with
four sets of tyres—value Rs. 6,36,388."

“The indentor confirmed the receipt of 4 Nos. dozers with all attach-
ments and receipt of 4 tyres instead of 16 tyres. He made local purchase
of tyres (3 sets) for Rs, 55,695.48. The firm obtained payment for 3 sets
(12 tyres) fraudulently and the matter was reported to the C.B.I., New
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Delhi on 15-6-67 for necessary investigation. The question of recovery
of general damages from the firm for non-supply of 3 scts of tyres is also
under consideration of the Project Directorate.”

“(c) A/T SI. No. 373, dated 21-8-62 (Sl. No. 9 of App. 1X ibid) for
supply of Tractor Dozers—37 Nos., value Rs. 54,03,469. The oonsignee
has confirmed receipt of 36 Nos. out of total 37 Nos. Balance 1 No. was
initially supplicd by the firm. After working for 200 hours, the machine
developed trouble. The same was taken back by the firm for repair and
they promised to return the same to the consignee by December, 1966. On
26-3-67, the consignee reported that the firm had not yet returned the
dozer. A registered notice was served to the firm on 13-7-67 but nothing
has yet been heard from them. The case has been referred to C.B.A. for
investigation on 21-9-67.  Ministry of Law advised regarding departmental
action. Nccessary departmental action has  already been taken and the
firm stands blacklisted. Further action is under consideration of the
Directorate.”

“(d) AT 8L No, 388, dated 4-9-62 (S No. 12 of App. IX ibid) for
supply of soil stabifizing units-—25 Nos.. value Rs. 25,03.375 payable in
forcign exchange to the firm's principals and Rs. 10,72,189 payable to the
firm.”

“Qut of 25 units of soil stabilisers complete with compactors, 6 Nos.
soil stabilisers and 10 compactors have not yet been cleared from Docks at
Culcutta. The casc has been reported to C.B.I. for investigation on
28-6-67 as the firm fraudulently claimed payment from Pay & Accounts
Oflicer, Caleutta on the false Raitlway Receipt. The Ministry’s note further
stated that the case is being further processed by the Director  General,
Supplics & Disposals and thc Department of Supply. The question of
clearance is also under consideration ap the highest level.

2.51. The Committee would like to know the extent of liquidated
damages levied in respect of delays in contracts mentioned in Appendix IX
of their First Report (Fourth Lok Sabha) and steps taken by the Govern-
ment to recover the same.

2,52. The Commitice note that the project Directorate have reported
that out of 23 cases where orders had been placed on M/s. U.P.C.C. Ltd.,
there are 4 cases as mentioned above which smack of fraudulent dealings of
the firm and which were referred to the Central Burean of Investigation for
investigation in June and September, 1967. The Committee desire that the
Central Bureau of Investigation should complete their investigation of these
cases expeditiously.

2.53. The Committee would like the Department of Supply to ensure
that, in the case of orders placed by other Directorates where either the
goods have not been supplied or other malpractices have been indulged in
by M/s. UP.C.C. and/or its other associate companies, the cases are re-
ferred to the C.B.I. for investigation.
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Processing of Complaints by C:—-*—::-

Sl. No. 65 para 8.10 of Appendix X to the First Report of the Public
Accounts Commitiee (dth L.S.)

2.54. In para 8.10, the Public Accounts Committee recommended :

“This sad case has revealed a large number of shortcomings in the
Organisation of the DGS&D particularly in regard to process-
ing and placing of A/Ts, dealing with the complaints of con-
signees, the procedure of inspection and the progress of move-
ment of stores and supplies. In the Committee’s view, the
procedurc relating to these aspects in the organisation of the
DGS&D needs to be critically reviewed without delay.”

2.55. In their reply the Department of Supply have stated :

“This recommendation is a recapitulation of recommendations at
S. Nos. 16, 40, 45 and 49 of Appendix X which have been
dealt with separately.”

2.56. In Serial Number 40 (para 4.49) dcaling with thc complainty
from the Pay and Accounts Officer and the Chief Pay and Accounts Officer
the Committee inter alia recommended :  “They also feel that procedure
should be devised by which such complaints from senior accounts officials
of the Department received the personal attention of senior officers of the
department so that remedial measures arc initiated without loss of time.”
In their reply the Department of Supply have stated : “As regards the con-
cluding portion of this recommendation re¢lating to  procedural  aspect,
D.G.S.&D. Memo No. 3(8)/67, dated 4-9-1967 (Annexurc.......... )
has been issued, regarding processing of complaints from Senior Officers
of the Accounts Department and other sources. It has been impressed in
this Memo. that complaints received by the D.G.S&D. from the various
sources particularly from the Officers of the P, & A.O. ctc, should be
watched by recipient officers and clear directions should be given to the
Junior Officers i.e. Deputy Director/Assistant Directors/Section Officers,
for their prompt disposals. Officers have also been asked to ensurc that
remedial measurcs where necessary are taken without loss of time. Com-
plaints of really serious nature involving fraud and the like should be
brought immediately to the notice of the higher officers. It has also been
stated in this Memo. that non-compliance of the instructions will be viewed
seriously and disciplinary action taken against defaulters.”

2.57. The Committee find that the DGS&D’s instructions issued in thefr
OM. No. 3(8)/67-0&M, dated the 4th September, 1967 (referred to in
Department of Supply’s reply on S. No. 40 ibid) do not specifically cover
shortcomings in the Orgaisation in regard to desling with the comphaints
of consignees. The Committee suggest that the D.G.S.&D. may devise a
procedure by which all serious complaints received from consignees are
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immediately brought to the notice of and also —“iossRy “wviowen by the
senlor officers of the C:———"--"-= 30 as $o0 ensure and prompt proper action.

w.m&*—f“j-yhmmlmdﬂ.-;_... e
sive instructions which mey be fssued by € smmmc in the matier.

Cases involving Vigilance/Disciplinary Aspects.

2.59. The Commitice also find from the replies of the Department of
Supply ia respect of the recommendations comtained im Paras 3.94, 3.72,
449, 4.78 to 4.78, 5,.10—S8.12 that the vigilance aspect/fixing ol respom-
sibility in these cases is under examimation. The Committee desire that
examination of these cases should be fimatised without delay so that the
persons found st fault do mot escape disciplimary action.

M. R. MASANI?
NEW DELHI Chairman,
April 27, 1968 Public Accounts Committee

Dated s



APPENDIX 1

RECOMMENDATION ACCEPTED BY GOVERNMENT
Recommendation of the Committee.

“The Committec would also suggest that Government should review
the entire procedure of preparing the A/Ts in D.G.S.&D.'s office so as to
ensur¢ that such scrious omissions and lapses do not recur.”

(Para 3.50 (S. No. 16 of Appendix X)
of 1st Report (Fourth Lok Sabha)]

Action taken by Government

D.G.S.&D. Office Order No. 98 dated the 4th Scptember, 1967
(Annexure) regarding check-points for indent planning, preparation of
tender enquiry, consideration of tenders and drafting of contracts has been
issued. Clause 24 of the check-points for preparing/checking draft con-
tracts covers the recommendation.

Annexure
GOVERNMENT OF INDIA

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
CO-ORDINATION SUPPLIES SECTION IB
NEW DELHI

OFFICE ORDER NO. 98 DATED : 4-9-1967.

SUBJECT :—Check points for indeéns planning, preparation of tender enquiry,
consideration of tenders and drafting of contract.

In Supersession of check points circulated under Routine Note No, 32
dated 26-7-66 and O.0. No. 22 dated 28-2-66, a sect of revised check
points drawn up for the guidance of the purchase officers/sections at the
following stages of procurement action is enclosed :—

(i) Indent Planning stage.
(ii) Preparation of tender enquiry.
(iii) Consideration of tenders
and
(iv) Drafting of contract

2. It should be noted that the check points listed are only intended to
be a guide for the purchase officers/sections. They are by no means com-
phtco:exhaumveandthewtchmofﬁcmhavctotakeinmaccountthe
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detailed instructions contained in the Manual of Office Procedure for Sup-
plies, Inspection and Disposals and other instructions issucd from time to

time.

DY. DIRECTOR (CDN. SUPPLIES I)

STANDARD DISTRIBUTION,

(On File No. CSIB/11(22)/1/67).

I. CHECK POINTS FOR THE INDENT PLANNING

. Whether 1/0 is a pre/post deposit party ?

If pre-deposit party have funds been deposited by them ?

. What is the LP.P.?7 Check adequacy of funds provided by inden-

tor as ako the financial certificate.

Check if consignec and inspection instructions are clear.

4. Have the technical particulars been checked and are the required

5.
6.

number of drawings and specifications available ?
Has the indent been checked by AHSP, in case of Defence indents.

Has the proprictary article certificate in the prescribed form been
given if the storc indented for is proprictary in nature ?

(Para 84-A of DGS&D Manual).

7.

8.

9.

10.

11

12

In the casc of imported stores, has the forcign exchange been pro-
vided and its source indicated 7 If coverage against foreign cx-
change is out of special loans and funds, follow special procedure
—obtain sole agency/waiver for purchase under A.LD.

Whether the delivery period is realistic 7 1f not, the indentor should
be informed giving probable time required for delivery.

If any of the points at 1-8 above are not clear address a consolidat.l
letter to 1/O with target date to make good points 1-8 above.

Can the store be covered by Rate/Running Contract. If Ratc/
Running Contract cxist for similar store and if Purchase Officer
feels that item on Rate/Running Contract may serve the end use
which the 1/0 has in view, advise J/O to accept the same with
target date.

Can the stores be covered by placing a repeat order or exercising
the option to cover quantity upto 25% reserved against any cxist-
ing contract ?

(Para 17 of DGS&D Manual & O.0. No. 58 of 1967).

Can the indent be bulked with some other indent ? If it is decided

not to advertise the tender, record clear reasons thereof. L.T.I.
should normally be issued to firms registered for stores in question.
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14,

15.

16.

17.

18.
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If proposed to address likely sources of suppliers who are the un-
registered, record clear reasons for doing so.
(Para 109 of DGS&D Manual).

Check correctness of T.E. in all respects and ensure issue of samie
to correct parties following the correct procedure.

If stores are to be imported ensurc DGTD clearance is available
by the date of tender opening.

For machine tools, the Development Officer of D.G.T.D. should be
consulted.

For opcrational indents, cover by direct negotiation on the basis
of L.P.P. after obtaining competent approval if time docs not per-
mit issuc of L.T.I.

When the indent is Operational, firms to be asked to adhere to the
tender opening date and not to ask for any extension.

Check if tender samples are really necessary and if not tell 1/0
to withdraw such a condition. Tender sample stipulation should be
made with great care and caution.

(Sec Office Order No. 47 of 1966.)

II. CHECK POINTS FOR PREPARATION OF TENDER ENQUIRY

1.

Ensure that standard forms are used for issuc of tender enquiry
and all amendments authorised to these forms from time to time
are carriecd out before issue,

. Has time and datc for reccipt of tenders been indicated ?

3. Has the time and date for opening of tenders been indicated ?

Has reasonable time been allowed to the tenderers to submit their
quotations 7
(Para 103 of DGS&D Manual).

. Has the period for which the tenders arc to be kept open for

acceptance been indicated realistically keeping in view the nature
of the store and the time lag likely to be involved where consulta-
tion with the indentor on the suitability of offers received would
become necessary,

(Para 120 of the DGS&D Manual).

. Ensure that description of stores including specification/drawing

is correctly indicated in the schedule.

. Ensure that the tender enquity is signed for and on behalf of the

purchaser.
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11

12

13.

14.

15.

16.

17.

18.
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. Tender sampies should not normally be calied where there is clear

specification/drawing. Where tender sampie is calicd and is re-
quired to be furnished to an authortiy specified for testing, a copy
of the enquiry should be furnished to the authority concerned. The
time within which the samplc should be submitted should also be
indicated in the cnquiry.
(0.0. No, 47 of 1966).

Ensure that the Conditions of Contract applicable has been cor-
rectly indicated in the enquiry.

Ensure that the clauses contained in the standard forms used for
issuc of tender enquiry and the Central and Special Conditicns of
Contract should not be reproduced in the tender enquiry.

Check in case of stores where small scale units will be intercsted
sufficient number of copies of the tender enquiry as requircd under
the rules are sent to the NSIC.

Have the following clauses been correctly incorporated ?

(a) Sales Tax.

(b) Customs Duty.
(¢) Excisc Duty.

(d) Transit insurance.

Have you clearly indicated in the Invitation to Tender that if rep-
lies to the questionnaire in form No. DGS&D—100B are evasive
and not clear, the tenders arc liable to be ignored.

Have you incorporated in the enquiry a warranty clause in respect
of stores where warranty clause is necessary ?
(Para 132-C of DGS&D Manual).

Have you included the appropriate price variation clause in the
cnquiry where such a provision is necessary ?
(0.0. No. 78 of 1966).

In case of purchase of imported stores cnsure that the appropriate
Shipping clauses arc incorporated in the tender enquiry. Other
special conditions viz. payment terms for FOB/FAS contracts etc.
should also be indicated in the enquiry.

(0.0. No. 49 of 1967).

Have you incorporated in the enquiry the special clause relating to
coverage of additional quantity upto 25% ?
(0.0. No. 58 of 1967).

Ensure also that all other Special conditions as per existing orders
are incorporated in the tender enquiry.
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19. Ensure insertion of pre-estimatd liquidated dumages clause in the
tender enquiry in respect of critical items and other important
stores.

20. Lay down principles for evaluation of tenders with the approval of
the competent authority and get C/S and ranking statement pre-

pared accordingly.

21. Special points in regard 10 risk purchase tender enquiry

(i) Risk purchase tender enquiry should be on the same terms
and conditions of the original enquiry.

(ii) As far as possibk risk purchase should be made by adver-
tised tender.

{iii) In special cases where limited tender cnquiry is issued the de-
faulting firm should be given an opportunity to quote unlcss
the breach of the original contract was ciaused on account of
his inability to supply goods of the contract description.

( Para 239 of thc DGS&D Manual )

1I. CHECK POINTS FOR CONSIDERATION OF TENDERS.

(A) General Stores

{i) Check comparative statements submitted with regard to its complete-
ness and particularly in respect of price,
(Para 142 of DGS&D Manual).

(ii) Examination of the tenders in depth covering all aspects including
existing load on the past supplicrs, Delivery offered, performance,
technical competence, etc.

{iii) After going through the tenders, prepare a ranking statement in
order of the price indicating quantity offercd, delivery, specifica-
tions etc. Prepare the ranking statcment aftcr compiling prices on
equitable basis taking the incidence of all elements of costs such
as railway freight, transit insurance, sales tax ctc. upto destination.
This should be signed by the officer initiating purchase proposals.

N.B.—Ranking statement must cover at least threc offers next higher than
the lowest onc proposed to be accepted.

(0.0. No. 54 dated 12-6-67).

(B) Plamt & Machinery
(i) Check the comparative statement for its completeness.

(il) Check the prices of all the tenderers with the tenders for its
correctness.
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(iv)
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Scrutinise tenders for technical specifications and corresponding
price.

Preparc ranking statement in order of the price, taking into account
specifications, price, delivery and capacity of the firm. Prepare the
ranking statement after compiling prices on equitable basis taking
the incidence of all elements of costs such as railway freight, transit
insurance, sales tax ctc, upto destination.

N.B.~—The ranking statcment must include at keast three offers next hicher

()

(i)

than the onc proposed to be accepted.
(C) General.

Check up if any un-registered firm comes into zonc of considera-
tion. If such a firm is an S.S.I. Unit and the item involved is a
simpie store, ask for a competency certificate from the N.S.I.C.
But if the item required involves a safety angle, obtain a capacity
report from the Inspecting authority concemed. Only if the report
is favourable and the firm is rcgistered with NSIC consider waiver
of security deposit. In respect of other un-registered firms coming
within the zone of consideration, ask for capacity report from
the Inspecting authority, banker’s report from the bankers and
I1.T.C.C. only if the offers of such parties are acceptable technically
or otherwise. This action should be taken with the approval of
the competent authority immediately after the preparation of the
ranking statements,

(Para 149 of DGS&D Manual).

Ensure that capacity rcports arc not called for haphazardly and in
piecc-meal and earlier capacity reports should be made full use o:
which are valid for a period of one year. Again capacity reports
arc to be called for only on firms who come within the 7one of
consideration.  Further, no capacity report need be called or i
respect of firms either recommended by the D.G.T.D. or bornc on
the list of D.G.T.D. as scheduled industries. Part coverage can b.
made on such firms,

(0.0. No. 28 of 1967).

(iii) Where stores are required to 1.S.I. specifications and firms quote

for L.S.I. marked goods and submit proof that they are authorised
to mark their products as I.S.I. marking, no capacity report ncad
be called for.

(iv) Check if foreign exchange is required. If so, take up with the

indentor immediately, giving him target date.

(v) Check up if clearance for import is necessary if so, obtain the

same from the DGTD straightway.



(i)

(vii)
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Check up if additional funds would be necessary. If required. take
up with the indentor straightway and give him a target date.

Check up terms and conditions offered by firms within considera-
tion zone and high-light those terms and conditions, which arc at
variance with our general conditions of the contract. High-light
the existing load and past performance of the firms rccommended
for placement of orders. Bring out very clearly deviations, if any,
proposed to be allowed from our standard terms relating to inspec-
tion, despatch, payment, price variation, arbitration clause etc. for
any special icasons and obtain sanction of the competent authority.

(viii) Check up if essentiality certificate is required for ferrous metal. If

(ix)

(x)

(xi)

(xii)

(xii1)

(xiv)

necessary, make an immediate reference to MES  Section for
ferrous metals.

Ensure that the late offers are not recommended as routine, but
where it is incvitable, obtain the approval of the competent autho-
rity from the very beginning.

Check up, if for technical assessment, a reference to the indentor
is necessary. If so, it must be made immediately after the ranking
statement is ready after obtaining competent approval. Such a
reference should be precise and should contain our own analysis/
recommendations giving a realistic target date to reply.

Easure that the delivery available from the tender(s) recommended
for acceptance will meet the indentors requirements.

Check if a pre-estimated liquidated damages clause is to be enforced
on the successlul tenderer and whether he has accepted the same.

Bring out clearly pre-contract deviations, if any, proposed to be
allowed clearly in the purchase proposals.

Ensure that in case of Rate/Running Contracts, contracts arc nor-
mally placed on registered and established firms which arc capablc
of supply of stores required. Check the nature of the indent and
ensurc coverage of 80% of total requircments in case of urgent/
express indents on registered or known supplies and only 20% on
other unregistered and untried firms, subject to favourable capacity
reports. In case of ordinary indents. 309 should be covered on
registered and known supplicrs straightway and balance 50% after
receipt of satisfactory capacity reports on unregistered and untried
firms.

(0.0. No. 19 of 1967).

(D) Special points in regard to risk purchase contracts.

(a) It should be ensured that risk purchase agreement is concluded
within 6 months of the date of breach of the original contract. Law
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Ministry should be consulted in case of doubt about the date of
breach.

(b) Risk purchase contract should be on the sanx terms and con-
ditions as the original contract (apart from declivery time) le. the
goods should be of the same specification, liable to inspection by
the same Inspection authority etc.

(¢c) If the defaulting firm's quotation happens to be the lowest it
should be accepted normally. In order to safeguard against a
sccond default, the defaulting firm should in such cases be asked

to furnish 109¢ Security Deposit before contract is actually awarded
to them.

(Para 239 of the DGS&D Manual).

IV. CHECK POINTS FOR PREPARING/CHECKING DRAFT

CONTRACT

. Haw the name and address of the contractor been correctly incor-

porated in the A/T?

. Have you satisficd yoursclf that the delivery period stipulated in

the contract is in accordance with the delivery offered by the ten-
derer and is not vague ?

. If the firm has asked sales taxes extra, have you made provison

for that in the contract indicating specific rate of taxes.

. If the firm has asked for cxcise duty as extra. have you made provi-

sion for that in the contract?

. Haw you cnsured that the terms and conditions stipulated in the

contract are accepted by the firm in its offer?

6. Have you given the consignee instructions correctly ?

7. Have you given despatch instructions correctly ?

10.

1.

. Have you shown the inspection authority and Inspecting Officer

correctly ?

. If the inspection responsibility is that of sub-office of an Inspection

Circle, have you also endorsed a copy of the contract to the con-
cermmed sub-office ?

Hawe you given the head of account and Accounts Officer of the
Indentor correctly ?

Has the arbitration clause been properly incorporated in the con-

tract in keeping with answer to Q. No. 14 from DGS&D 100-B in
firm’s tender ?
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12. Have you ensured that the specifications givwen in the contract are

13.

14,

15.

16.

17.
18.

19.

20.

21.

22.

23.

24.

in accordance with those accepted by the firm and are compiete in
all respects ?

Have you satisfied yourself that all rekevant communications trom
the contractor have been referred to in the contract?

Have you ensured that the name of the paying authority is correct-
ly mentioned in the contract ?

Has the firm, if unregistered, agreed to deposit security against the
contract ? If so, has the nccessary provision been made in the
contract ?

In case of approval of advance sample drawing by the indentor/
consignee, has a definite time limit been laid down for the retum
of the approved sample/drawing ?

Has the transit insurance clause been correctly stipulated ?

Have copies of the contract been correctly endorsed particularly to
the Inspector and the Pay & Accounts Officer ?

Is the ‘Steel Clausc’ stipulated in the contract strictly in accordance
with the tender condition and Essentiality Certificate obtained from
MES Section and attached to the A/T?

In case of imported stores where Import Recommendation Certifi-

cate is required to be issued, is the IRC being issued with the
A/T?

In case of imported stores, has the Customs Duty Clause been
correctly incorporated ?

If the firm has agreed to placement of additional 25% quantity,
has the Govt.’s right been reserved up to the agreed date?

(0.0. No. 58 of 1967).

Has a Warranty Clausc as agreed to by the firm been incorporated ?
Where necessary stipulate condition for furnishing Warranty/
Bank Guarantee/Performance Bond/Hypothecation deed, Indem-
nity Bond etc. after getting the forms of the same vetted bty the
Contract Officer.

Have you ensured that all the clauses/conditions/stipulation pro-
posed to be included in the contract according to the purchase pro-
posal or based on the advice of the Min. of Law, if any, have been
duly incorporated in the draft contract ?
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Recommendation of the Committee.

“It would be recalled that out of orders for 1229 road rollers placed
on the firm as many as 419 have not becn supplied which is some indication
of the fact that thc demands could not be very pressing.”

[Para 3.68 (S. No. 19 of Appendix X)
of 1st Report (Fourth Lok Sabha)]

Action 1aken by Governmen.

The observation of the Public Accounts Commitiee has been bronght
to the notice of all indentors advising them that only the minimum quan-
tity of stores required should be indented on the DGS&D and that the
demands should not be unduly exaggerated.

Recommendation of the Committee.

“The Committee suggest that in such cases where the distribution of a
product in short supply is frozcn in the public interest, a careful assessment
should from timc to timec be made of the actual requirements, in order tv
make sure that in thc name of the national emergency, uncconomic units
or those whowe performance is not up to the mark arc not given unduc
protection.”

[Para 3.69 (5. No. 20 of Appendix X)
of 1st Report (Fourth Lok Sabha).]
Action taken by Government.

D.GS&D. Officc Order No. 96, dated the 3ist August, 1967 (Annc-
xure—) has been issucd stating that in cases where distribution of a pro-
duct in short supply is frozen in public interest, a careful assessment should
from time to time be made of the actual requirements in order to make
surc that in the name of National Emergency uneconomic units or those
whose performance is not up to the mark are not given undue protection.

Annexure
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS (CDN-1
SECTION) NEW DELHI
OFFICE ORDER NO. 96 DATED 31-8-67

SuB :—Short supply items—Instructions regarding.

It has been decided that in cases where the distribution of a product
in short supply is frozen in the public interest. a careful assessment should
from time to time be made of the actual requirements, in order to make

surc that in the name of national cmergency, uneconomic units or those
whose performance is not up to the mark are not given undue protection.

All Purchase Officers may pleasc note for compliance.

(S. K. Joshi)
Dy. Director (Cdn. Supplics)
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Standard Distribution
(On file CSIA/53(22)/1)

Copy to : Audit Cell with refercnce to their memo No. CSAC/AP/4(45)/
67 dated 21-8-67.

Recommendation of the Commitrec,

“The procedure for considering cases of division of the purchasc price
should provide that the performance of the firm and of the stores supplicd
by it should be specifically cxamined so that while revising the price the
performance aspect is not overlooked.”

[Para 3.105 (S. No. 32 of Appendix X)
of 1st Report (Fourth Lok Sabha).]

Activon taken by Governmeni.

The Comments of the Public Accounts Committee have been specifically
brought to the notice of all Purchase Officers vide DGS&D Memo. No.
CSIB/45(8)/1/67. dated the 8th September, 1967 (Annexure—).

Annexure

GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS

(CO-ORDINATION SUPPLIES SECTION IB)
NEW DELHI

Memo. No. CSIB/45(8),/1/67 Dated: 8-9-1967

SuB :—Revision of payment terms after placemems of contracts.

A case has come to notice where the contracting fiim came up for
revision of payment terms after the placement of contract. The contract
provided the usual payment terms i.e, 90% on proof of inspection and
despatch and the balance 10% on receipt of stores by the consignee.
The firm came forward with the plea that they could increase their pro-
duction if payment was made on proof of inspection without waiting for
proof of despatch. A decision was taken in that case that 90% payment
should be made on proof of inspection, another 5% on proof of despatch
and the balance 5% on receipt of stores by the consignee. It was also
decided that the revised terms of payment should be valid for a period
of 6 months in the first instance. But later the revised terms of payment
as stated above were allowed to continue cven after the initial period
of 6 months. While cxtending the period for allowing the liberalised
terms of payment the question whether the promise given the

firm
(i.e. they would increase the production) was

matched by performance
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was not taken into account. The Public Accounts Committee in their
first report (4th Lok Sabha) have made the following recommendstion
in regard to the above transaction : —
“The procedure for considering cases of revision of purchase price
should provide that the performance of the firm and of the stores
supplied by # should be specifically cxamined so that while revising
the price the performance aspect is not overlooked.”

All Purchasc Officer/Sections arc requested to note the above instruc-
tions,
Deputy Director (CS-1)
All Purchase Officers/Sections.

Recommendation of the Committee.

“Government should examine whether it would not be desirable to
prescribe that where the Pay & Accounts Officer/Chief Pay & Accounts
Officer attached to a Deparimemt like the Department of Supply, notices
any serious irregularity, he should bring the matter to the notice of the
Head of the Department and endorse a copy to the Financial Adviser
of the Department so that administrative action required can be taken in
consultation with thc Ministry of Finance without loss of time.  This
would have the added advantage of keeping the Financial Adviser posted
with the performance of the firm as far as delivery of goods and peyments
arc concerned.”

[Para 3.106 (S. No. 33 of Appendix X)
of 1st Report (Fourth Lok Sabha).]

Action taken by Government,

Suitable instructions have been issucd in consultation with the Ministry
of Finance to the Chicf Pay and Accounts Officer (Supply), New Delhi
vide Department’'s OM. No. 13(16)/67-PI, dated the 29th September,
1967 (Annexure—).

Annexure

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CO-ORDINATION SUPPLIES SECTION IB)
NEW DELHI-1
Routine Note No. 58. Dated : 18-10-1967.

Seu :—Public Accounts Committee—1st Report (III Lok Sabha)—~—
Recommendation No. 33.
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A copy of Department of Supply Officc Memorandum No. 13(16)/67-
Pl, dated 29-9-67 on the above subject is forwarded herewith for informa-
tion and guidance.

Sd/- M. M. Pal
Deputy Director (CS-I)
Standard Distribution.
(On file No. CSIB,45(9)/1/67.

Paper forwarded.

Copy of Office Memorandum No. 13 (16)/67-PI, dated 29-9-67 from
Min. of WH&S., Deptt. of Supply, New Dethi, addressed to Chief P&AO
(Supply), New Deihi.

SBU :(—Public Accounts Committee—1st Report (11l Lok Sabha)—
Recommendation No. 33,

The Public Accounts Committee in their 1st Report (4th Lok Subha)
relating to the purchasc of Rosd Rollers have mude the following recom-
mendations ;—

“Govt, should cxamine whether it would not be desirable to presciibe
that where the Pay & Accounts Officer attached to a Department like
Deptt. of Supply, notices any serious irregularity, he should bring the
matter to the notice of the Head of the Department and endorse a
copy to the Financial Adviser of the Deptt. so that the administrative
action required can be taken in consultation with the Min. of Finance
without loss of time. This would have the added advantage of kecping
the Financial Adviser posted with the performance of the firm as far
as delivery of goods and payment arc concernced.”

2. This Min, have accepted the above rccommendations of the Public
Accounts Committee. It is, therefore, requested that action may be taken
in accordance with the above recommendation as and when any scrions
irregularity comes to notice.

3. This issues with the concurrence of the Min. of Finance (S.W.).
Sd/-
Under Secy. to the Govt. of India.
Recommendation of the Committee.

“The Committec note that the DGS&D have issued comprehensive
instructions on 25th May, 1967, on progressing of supplies against contracts
where progress/advance payments are authorised. The Committee would
like Govt. to ensurc that all contracts where progress payments have been
authorised are reviewed to make sure that the goods for which advance
payments have been made are actually received by the consignees in time.
They would like Govt. to ensure that the procedure envisaged for making
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“jocal enquirics” and “on the spot investigations™ for making sure of the
receipt of goods by comsignees is given effect 10 by the field organisation in

letter and in spirit.”
{Para 5.13 (S. No. 48 of Appendix X)
of 1st Report (Fourth Lok Sabha.)]

Action taken by Government.
D.G.S.4&D. Office Order No. 86 dated the 14th August, 1967 has been
issucd to meet the requirements of this recommendation.

Recommendation of the Committee,
“The Committec desire that the loss of files from the office of the
DGS&D may be investigated and suitable action taken against the persons

at fault”
{Para 6.37 (S. No. 54 of Appendix V)
of the Ist Report (4th Lok Sahba)]

“The Committce note that the Central Burcau of Investigation have
alrcady been asked to investigate the possibility of collusion between the
firm and the members of the staff of DGS&D cither on the purchase side or
on the inspection side. The C.B.I, may also be informed of the loss of these
files in case the cfforts to trace them in the office of the DGS&D fail.”

[Para 6.38 (S. No. 55 of Appendix X)
of the Ist Report (4th Lok Sabha)]

“Since any delay in finalisation of the investigation might make it difficult
to pinpoint responsibility in this case, the Commitice desire that the CB.1.
should finalise their investigation expeditiously.”

[Para 6.39 (S. No. 55 of Appendix X)
of the 1Ist Report (4th Lok Sabha)]

Action taken by Governmeni,

At the end of Dacember, 1965 the following 9 files were missing :—
S. No. AJ/T No. and dare
SE7/5689-K/5690-K/175-L/11/2712, dt. 19-3-60 for 9 Nos.
SE7/17117-M/11/3007 for 1 No.
SE7/17118-M/11/3007 for 1 No.
SE7/13415-M/3007, dt. 12-7-61 for 1 No.
SE7/5754-K/11/3053, dt. 18-8-61 for 19 Nos.
SE7/15109-M/11/3060. dt. 22-9-61 for 2 Nos.
SE7/972-M/11/3061, dt. 22-8-61 for 1 No.
SE7/20227-1/11/3027, dt. 31-8-61.
SE7/2842-N/11/276, dt. 6-8-63 for 2 Nos.

R N T
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Eight files a1 S. Nos. 1 0 8 have already been traced out from the Finali-
saon Wing and the Record Room of the DGS&D in the later part of June,
1967. Files at S. Nos. 1 and 7 have been handed over to Special police
Establishment on 7-7-1967 and files at §. Nos. 2 o 6 and 8§ have been

handed over to S.P.E. on 4-7-1967.

The remaining file viz. at S. No. 9 is not traccable. It, however, pertaing
10 A/T No. 276. dated 6-8-63.  As per P&AO, Calcutta's statements, this
AT stands cancelled on 4-11-63. No road roller was put up for inspection
against this A/T nor any payment made against this AT,

A copy of letter No. OSD PAC-Report/67. 54 & S5, di. I8 [9th Scp-
iember, 1967 to Shri R. K. Raisinghani, Deputy Inspector General, CBI,
R. K. Puram, New Delhi explaining the position in respect of the missing
files, is attached as Annexurc.

Anbexure

Copy of letter No. OSD 'PAC ‘Report, 67, 54 & 55, dated the 18/19th
Scptember, 1967 from Shri A. R. Khosla, Director (Special Duty), DGS &
D, New Dclhi, addressed to Shri R. K. Raisinghani, Dy, Inspector General,
CB.1, R. K. Puram. New Delhi.

SUBJECT ;—Action taken on the recommendations contained in the First
Report of the Public Accounts Commiittee (1967-68) on Para
78 of Audit Report (Civil) 1967 regarding purchase of road
rollers from UPCC Pvt, Lid.

REPERENCT : Your D.O. letter No. 6351/3/22/66-GWI-CIA (1), dt. 21-8-67
to Shri S. S. Puri, Director (Vigilance), Department of
Supply.

I am directed to state that with regard to PAC recommendations S. Nos.
54 and 55 (Paras 6.37 and 6.38), the position relating to the loss of files
from DGS & D oflicc is as under :—

At the end of December, 1966, the following 9 files were missing
SE-7/5689-K/5690-K/175-1./11/2712, dt. 19-3-60 for 9 Nos.
SE-7/17117-M/11/3007 for 1 No,

SE-7/17118-M/11/3007 for 1 No,
SE-7/13415-M/11/3007 dt. 12-7-61 for 1 No.
SE-7/5754-K/11/3053 dt. 18-8-61 for 19 Nos,
SE-7/15109-M/11/3060 dt. 22-9-61 for 2 Nos.
SE-7/972-M/11/3061 dt. 22-8-61 for 1 No.
SE-7/20227-1./11/3072 dt. 31-8-61.
SE-7/2842-N/11/276 dt. 6-8-63 for 2 Nos.

8 files at S. Nos. 1 to 8 above, have already been traced out from Finalisa-
tion Wing and Central Report Room of this office in the later part of June,

R N
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1967. Files at S. Nos. 1 to 7 were handed over to SPE on 7-7-67 and
files @t S. No. 2 to 6 and & were handed over to SPE on 4-7-67.

The remaining file at S. No. 9 is not traceable. The file, however, per-
tains to A/T S. No. 276 dt. 6-8-63. As per P&AO, Calcutta’s statement,
this A/T has been cancelled on 4-11-63. No road roller was put up for
inspection against this A/T nor any payment made whatsocver against this
A/T. Hence it is considercd that the loss of this file, which could not be
traced. is not very material.

In view of the position stated above, no further action is now consider-
cd necessary on these recommendations so far as DGS&D are concerned.

Recommendation of the Committee :

“The Committee while dealing with this casc, have been conscious of a
fecling of oppression causcd by the numcrous points at which the absence
of adequatc supervision has madc itself felt and the handling of the tax-
payers’ money has heen characterised by a kind of casualness and  light-
heartedncss that was not to be expected from those entrusted with the bandl-
ing of public funds and the safeguarding of the public interest. In the
result, the fullest advantage was taken of these lapses on the part of certain
officers of Government by the firm in question.”

[Para 8.12 (S. No. 67 of Appendix X)
of the Ist Report (4th Lok Sabha)}

Action taken by Government

This is a general recommendation. It is hoped that in view of the
existing Office Orders and Circulars on the subject and those issucd recently,
there will be greater realisation on the part of the Government officials to
excrcise proper care in safeguarding Government interests.



APPENDIX {1

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT DESIRE
TO PURSUE IN VIEW OF THE GOVERNMENT'S REPL.Y

Recommendation of the Commitiee .

“The Commitiec are unable to understand, how orders for 69 Road
Rollers were cancelled, after making 90% of the advance payment totalling
Rs. 31.09 lakhs to M/s. UP.C.C. (P) Lid. They find it even more
difficult to appreciate how Government should not adjust the amount
advanced thus to the firm against other orders or alternatively diverting the
road rollers. for which 90% advance had been paid, 10 other consignees. It
is also a moot point whether Government could not have used its pivotal
position to rccover the advances made to the firm by refusing to  issue
rclease orders in favour of quasi-governmental indentors until the advances
were returned.  The Committee would like Government fully to investigate
the matter and take deterrent action against the partics at fault. Remedial
measures should also be devised to cnsure that such lapses do not recur.™

[Para 3.82 (S. No. 26 of Appendix X)
of lst Report (Fourth Lok Sabha)]

Action taken by Government :

All the Orders for 69 Road Rollers against various A/Ts were cancelled
in October and December 1966 by which time all payments to the firm
from D.GS. & D. were stopped and the matter had been reported to the
C.B.L. for investigation. It will, therefore, be appreciated that the ques-
tion of diversion of these road rollers against other A/Ts or adjustment
of the advance did not arise.

69 road rolicrs mentioned above, are not in cxistence. There were 38
road rollers at onc time which were re-inspected and inspection notes issued.
Out of these 38 road rollers, the firm despatched § Nos. directly to the res-
pective consignecs on 23-1-1967 and 4 Nos. have been delivered on 6-5-1967
to D.G.S.&D., Remount Dept., Calcutta. Thus a total of 9 road roHlers
have been received. From the time when the alieged fraud came to light
in September, 1966, no release order has been issued to M/s. UPCC by the
D.G.S.&D.

45



APPENDIX 11

RECOMMENDATION IN RESPECT OF WHICH REPLIES OF GOV-
ERNMENT ARE NOT ACCEPTABLE TO THE COMMITTEE AND
WHICH HAVE BEEN RESTRICTED

Recommendation of the Cummittee :

“The Committce regret to note that Chief Pay & Accounts Officer was
not consulted before the relaxed terms of payment were adopted.  This ix
all the more serious in view of the fact that Chief Pay & Accounts Officer
had desired in the past that he should be associated whercver the terms of
payment were relaxed.” ,
[Para 3.30 (S. No. 6 of Appendix X)
of 1st Report (Fourth Lok Sabha)]

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

(Para 3.31 (S. No. 7 of Appendix X)
of Ist Report (Fourth Lok Sabha)]
Action taken by Governmeny

Para 265 of the Manual of Office Procedure for Supplies, Inspection
and Disposals alrcady provides that if a departure from the standard system
of payment is to be made in any case the orders of the D.G.S.&D. should
be obtained through the Co-ordination Supplies Section which will consult
the Chief Pay and Accounts Officer and obtain orders of the Government
where necessary.  This provision has also been brought to the notice of all
concerned through Para 1 of the D.G.S.&D. Office Order No. 141, dated the
26th November, 1966,

Ansexure
GOVERNMUNT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
N. 1. BUILDING, PARLIAMENT STREET, NEW DELHI-1.
‘OFFICE ORDER NO. 141 Dated 26-11-1966.
SuBJECT :—Departurc from the standard terms of payment provision for

obtaining adequate sccurity where payment before despatch of
stores is allowed with the approval of competent authorities.
As Purchase Sections are aware, the standard terms of payment pres-
cribed in the General & Special Conditions of Contract governing contracts
46
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cntered into by the DGS&D Form No. DGS&D 68-Revised, Form DGS&D-
89/70 and Form DGS&D-71 provide for an initial puyment of 95%, 98%
and BO‘: respectively on proof of despatch after inspection and production
ol inspection npotes.  Initial payment after inspection but before despatch is
4 departure from the above standard terms.  Para. 265 of the Manual of
Office Procedure for Supplies. Tnspection and Disposals lays down that  if
a departure from the standard system of pavment is to be made in  any
case, orders of the DGS&D should v obtained  through  Co-ordination
Supplies Section which will consult the Chief Pav & Accounts Officer and
obtain the orders of the Government.

2. In a recent case, it was observed that advance payment after inspec-
tion but before despatch was allowed with the  approval  of  competent
authorities, but as the contractors failed to supply stores for which payments
were received by them before despatch, certain difficulties  arose.  These
difficulties could have been avoided if adequate sccurity was obtained from
the contractors to ensure that they supplied stores according to the terms of
the contracts against which such advance payments were made.  Attention
in this connection s invited to 0.0, Neo 69 dated 24-5-63 and Office Order
No. 152 dated 22-11-63 with which Ministry of Supply & Tech. Dev.'s
orders regarding o account payment/progress paviments were circulated to
Supply Sections.  Under the above Office Orders. adequate security such as
hypothecation deed and insurance cover/Bank Guarantee have to be obtain-
cd before authorising ‘on account’/progress payments, which are in  the
nature of payments in advance of despatch of stores covered by the con-
tract. It has been decided that a similar security such as Bank Guarantee
should be insisted upon from the contractors whenever standard terms of
payment arc relaxed and advance payment before despatch of  stores is
allowed.

3. Supply Sccuons are requesied 1o note the above instructions care-

tully for strict compliance.
Sd/-
DIRECTOR (CS&O&M)

Standard Distribution
[On File No. CSID/1(15)/11,64].
Recommendation oi the Commitiee

“The Committee would like Government to look into this serious omis-
sion and fix responsibility for it. They would also like Government to take
suitable remedial measures to cnsure that, where a decision is taken on
Government file, the attached offices concerned not only keep complete
copies of the notes and orders of Government on the subject but also take
suitable measures to comply with them.”

(Para 3.72 (S. No. 22 of Appendix X)
of 1st Report (Fourth Lok Sabha)}
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Action taken by Government
The question of fixing responsibility for this lapse is being examined and
the Public Accounts Committee will be informed in due course.

As regards remedial mcasures to cosure that where a decision is taken
on & Government file, the attached offices concermed not only take com-
plete copies of notes and orders on the subject but also take suitablc
measures to comply with them, DGS&D have issued Memo. No. 3(8)/67-
O&M, dated 4-9-1967 (Annexurc). In this Memo. attention has
been drawn to Memo. No. 3(8)/67-O&M. dated 17-5-1967 (Annexure IT)
which cnvisages that dealing officer i.e. Deputy Director/Assistant Director/
Section Officer should himsclf examine the cases referred to the D.G.S.&D.
by other Departments and cnsurc that all relevant extracts have been taken
therefrom. As non-compliance of Government's decision intimated to attach-
cd/subordinate offices is tantamount to a serious lapse on the part of officials
concerned, the Branch Officer and the Officer-incharge of the Section
should personally ensure in future that where a decision is taken on a Gov-
ernment file not only complete copies of the notes and orders of the Govern-
ment on the subject arc retained but also strict watch is kept for urgent com-
pliance of these decisions.



ANNEXURE~—I
No. 3(8) 67-0&M
Govr, or INma
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
{O&M DIVISION)
New Delhi the dth September, 1967

MEMO.

Ste . — (1) Unoflicial references files reterred 1o by the Ministry of WH&S
Other Deptts. ete.~—retention of relevant extracts by Attached/
Subordinate offices of the decisions taken on Govt, files and en-
suring strict compliance thercof.

(n) Processing of complamnts from senior officers of the Accounts
Deptt. & other sources,

In their first report (Fourth Lok Sabha) Public Accounts Committee,
while examining a case relating to the purchase of Road Rolers, have made
the following obscrvations :

“They would alvo like Government to take suitable remedial mica-
sures to ensure that, where a decision is taken on a Government file,
the attached offices concerned not only keep complete copics of the
notes and orders of Government on the subject but also take suitable
measures to comply with them.”

2. Instructions were recently issued in O & M Division Memo No. 3(B)/
67-0 & M dated the 17th May, 1967 which cnvisages that the dealing ofticer
i.e. Dy. Director/Asstt. Dir. ‘Section Officer should himself examine the cases
referred to this oftice by other Deptts. and enwure that all relevant extracts
have been taken therefrom. As non-compliance of the Govt.'s decision
intimated to the Attached/Subordinate offices tantamounts to a scrious lapse
on the part of the officials concerned, the Branch Officer and the officer
incharge of the Section should personally ensurc in future that where a deci-
sion is taken on a Govt.’s file, not only complete and the relevant extracts
of the notes and orders of the Gowt. on the subject are retaincd, but also
strict watch is kept for urgent compliance of these decisions.
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3. There have also been some cases in the past where complaints from
scnior officers of the Accounts Deptt. as well from various other sources.
addressed to the offices of thig office, have not been attended to promptly,
nor were they brought to the notice of the senior officers. It has accordingly
been decided that complaints received by this office from the various sources.
particularly from the officers of the Pay & Accounts Office ctc. should be
watched by the recipient officers or clear directions should be given to the
junior officers (Dy. Director’Asstt. Dir./Section Ofhicer) for their prompt
disposal. They will also no doubt ensure that remedial measures where ne-
cessary are taken without loss of time.  Complaints of really serious nature
involving fraud and the like. should be brought immediately to the notice
of the higher officers.

4. Non.comphiance of the above instructions will be viewed seriously and
disciplinary action taken acainst the defaulters
Sd -
Director (O & M & CDN

1. Standard Distiibution,

2. Heads of all Regional oftices.
Copy forwarded 1o
Dircctor (SD)— Shri J. Manchsha. With ref. to his UOQ Note No
OSD/PAC/T Report. Geal./ I dated | the 29th August, 1967. DO

letter No. 3(87) 67-0 & M. dated 25-5-67 from DDG(A) regard-
g processing of complaints of serious nature also refers



ANNEXURFE--11
No. 3(8)/67-04 V!
Goyv rooor INDIL
DIRFC TORATE GENLRAL OF SUPPL IES & DISPOSALS
{O&M DIVISION)
New Deli, the T May, 1967

MEMO

Sup :—Unothciad references files referred o by other Departments ete,—
Responsibility for retenton of redevant extiacts therefrom

Attention is invited to sub-pura (it of para 91 of Central Secrctariat
Manual of Office Procedure. 1963 which stipulates fnver alia that “Unofficial
references which are to bo cerurned in orieinal will be noted upon in the
manner described in Paria, 34 of the Manual without their being brought on
W a file. A copy or a sumnmury of the unoflicial reference, together with a
copy of the note tecorded on the file of the originating Ministry in reply,
should be retained, when necessaryy wnd placed in the Notes' part of the
file.”

2. It has been observed that the instructons referred  to above are not
observed fully inasmuch oy whenever an extract from fikes “cases received
from other Departments cte. s required 1o be hept, this job is left to dealing
Assistant, UDC who excrase thair own diseretion in the matier and some-
umes leave out important notes cte. It has, therefore, been decided that
in the cases referred to above the dealing otlicer ie. Dy, Dircector/ Assistant
Director ‘Scction Officer should himiself examine the case and give clear ins-
tructions to the dealing A-sistants Clerks indicating the portions of which
oxtract should by kept for record. The officer incharge of the Section should
satisfy himself that all relevant oxtraets have been taken and ensure correct-
negs of the same before returning the cuse o the Deptt. ete, from where it is
received.

Sd/-
Dircctor (O&M & CDN)
1. Alt Scctions at Headguarners,
2. Heads o/ all Regional offices.

3. DDG(A) DD(Vig.)
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Recommendation of the Commitiee .

“The Committee fecl that the request of the firm of September. 1963, re-
garding withdrawal of discount of Rs. 250 per road roller should have been
cxamined by the Department of Supply and the Ministry of Finance in the
light of the rclaxation in the terms of payment already agreed to by themin
July, 1963. Since the terms of payment had alrcady been rclaxed in July.
1963, which in itsclf gave a concession to the firm of about Rs. 1,900 per
road rollcr (& 457 discount carlier offcred by the firm in their Sth request,
the withdrawal of discount of Rs. 250 per road roller was an additional
beneit to the firm.”

[Para 3.93 (S. No. 27 of Appendix X)
of 1st Report (Fourth Lok  Sabha)|

Action jahen by Government

Discount of Rs. 250 was specifically offered by the firm in their 1961
offer for 37 road rollers.  The same discount continued to apply to subse-
quent A/Ts placed on them upto 17-12-1963.  In September. 1963, how-
cver, the firm advised D.G.S. & D. by a letter that this discount should not
be made applicable to further A T<. This had to be agreed to on account
of the following factors (-

{a) There was no legal basis for DGSAD insisting on the firm to
continue the samy discount.

(b) The other road roller manufacturers were also coming up for
merease In prices.

(¢) UP.C.C. prices sull remained competitive even after withdra-
wal of discount of Rs. 250.

In this connection, the Ministry of Finunce huve furnished a note, a
copy of which is enclosed as Annexure.

Audit Observation -

The Ministry of Finance have stated (iide Appendix 1 to Ministry’s
note) that the fact of relaxation in the terms of payment having been allow-
cd to the firm “only recently”™ had not been brought out in the notes that
ware submitted to the Ministry of Finance by the Director General, Supplies
and Disposals in October-November, 1963, The fact, thercfore, remains
that the request of the firm of September, 1963, regarding withdrawal of
discount of Rs. 250 per road roller, was not examined by the Department
of Supply and/or the Ministry of Finance in the light of that relaxation which
had been agreed to by them in July, 1963, involving a concession to the

fim of about Rs. 1,900 per road roller @ 4 per cent discount earlier offered
by the firm.



ANNEXURE
MINISTRY OF FINANCE (SW)

It would be scen from the relevant noting that the case was subjected
to a thorough scrutiny in the Ministry of Finance. When the Directorate’s
proposal was received by Finance with a bare note information required for
considering it was asked for from the Dircctorate.  The tender of 1961 wax
looked into and also the overall picture of the prices and terms and condi-
tions of the 3 manufacturers. The case wus fully gone into with reference
to (i) the contractual right of the Government to claim the continuance of
discount; (ii) the price structure of the three manufacturers, and (iil) the
relative terms and conditions.

In regard to (i). it was noticed that there was no contruactual right on
our side to claim or an obligation on the purt of the firm to continue to
gve this discount. legally, the discount could not have been insisted
upon.

Regarding (ii) the cxisting price of the road rollers supplied by UPCC
had becn fixed in June. 1961, Since then there had been a substantial in-
crease in price of the various articles purchased by the DGS&D because of
the Chinese aggression and other reasons. M s, Jessops, another producer
of road rollers whose price had also been fixed in February, 1961 at Rs.
48,927 inclusive of excisc duty of Rs. 304, had been allowed an increase of
Rs. 40! in September, 1962 and in 1963 they had put in a demand for a
further increase in price by Rs. 1,874 i.e. about 4.6% over 1961 prices and
3.8% over 1962 prices, which was currently under consideration, At the
same time M/s. Britannia, the third producer had also put n a demand for
an increase in the price for their road rollers by Rs. 3,800 i.e. about 6%
over their price of Rs. 47,310. Negotiations had been held in carly 1963 with
both M/s. Jessops and M/s. Britannia on the price question but no agree-
ment had been reached. The proposal of the D.G. to agrec to the request
of UPCC for withdrawal of the discount wus considered in this context.
Viewed in the light of the demand made by the other producers and the
discussions held with them, the proposal did not appear to be unreasonable.
The fact that the firm had been allowed a concession in payment terms did
not enter into consideration for the following reasons :

There was no uniformity in the terms and conditions of the contracts with
the three firms. In the case of M/s. Jussops, the contracts provided for
vanations in price on account of variations in the price of engine, stecl,
wages, customs duty, rate of exchange as well as excise duty on engine. In
the case of M/s. UPCC the price was subject to variation on account of cus-
toms duty on' imported components, cxcise duty onengine and variation in
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the rate of exchange. They also had concessional payment terms. In the case
of M/s. Britannia, howcver, the price was subject to variation on account
of excise duty on engine only. It was difficul: 1o evaluate these variations
in the terms and conditions of the three firms.  Prima facie however, con-
sidering that M/s. Jessops had been allowed variations on more items of
cost, it did not appear that the termg allowed to UPCC including the con-
cessional payment terms were very liberal.  The officers who dealt with the
case at that time were not personally aware that the relaxation in the terms
of payment had been allowed only recently.  This fact had not been brought
out in the notes that were submitted to them by the DGS&D. There was
therefore, no reason to correlate the proposal for withdrawal of the discount
with the decision to allow the relaxation in pavment terms. It was believed
that the existing price and the torms had been fixed taking into account all
the relevaat factors, and the proposal regarding withdrawal of the discount
was considered on merits in the hght of the existing circumstances,

It is doubtful of it could to wid even in retrospect that the withdrawal
of the discount had conferred an undue bencfit on the firm, but for the frand
committed by it which came to bigh: luter. After protracted negotiations with
M/8. Jessops and M/s. Britanma, they were sllowed increases in price of
Re., 1,672 and Rs. 2,190 with cffcet from 1-5-64 and 1-6-64 respectively;
the increase would work out to 3.4 and 4.6% over their previous prices.

It would thus be sccn that the case was {ully examined in the light of
the facts then avadable and known to the dealing ofheers, Even though the
Grovernment wis not contractually entitled to insist upon the discount, the
point was not hurriedly conceded without thorough cxamination. It took us
about two months and two back references to the DGSED to finally agree to
the DG's proposal.

Recommendutions of the Comminec :

“The Commiittee are surprised to note, that when the Negotiating Com-
mittee finalised their negotiations about the increase in price of the road rol-
iers supplicd by the firm in September, 1965, the oftice of the D.G.S. & D.
did not specifically bring to the notice of the Committee the poor perform-
ance of the firm against the various A/Ts placed on them in the past. The
Committee feel that the past performance of the various firms along with
the quality of their road rollers should have been brought to the notice of
the Negotiating Committee, so that the demand for an increase in price
could have been examined in proper perspective. It is also strange to note
that the Ministry of Finance did not enquire about the performance of the
firm against previous contracts or about the working of the road rollers sup-
phed by them, while agreeing to the increase in price of road rollers.”

[Para 3.94 (S. No. 28 of Appendix X)
of Ist Report (Fourth Lok Sabha)}
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Acnion tuken by Governmen :

The first part of this recommendation is being examined by Vigilance

and the last portion by the Ministry of Finance.  The Public Accounts Com-
mittee will be informed of the result in due course,

Recommendation of the Commiittee .

“The Committee arc surprised to learm that the DGS&D's Manual of
Procedure for Supplies, Inspection and Disposals does not clearly lay down
that the representative of the Ministry o7 Finance should be mvariably con-
sulted at the stae of the verification of the financial standing and soundness

of a firm before its registration of for placing initial orders on an unregistered

(Para 3102 (S. No. 29 of Appendix X)
of Ist Report (Fourth Lok Sabha)|
“The Committec would like Government to examine the matter and lay
down clear instructions so that Government's interests are fully safeguard-
cd.)1

[Para 3.103 (S. No, 30 of Appendix X)
of Ist Report (FPourth 1ok Sabha)|

Action taken by Government ;

The Public Accounts Committee have recommended that i order 1o
safeguard Government's interests fully the representative of the Ministry of
Finance should be invariably consulted at the stage of veriication of the
financial standing and «oundness of a firm--

(a) before the registration; and
(b) before placing initial orders on an unregistered firm,

The quastion of prescribing in the Rules that the Ministry of Finance
shall be consulted at the stage of verification of the financial standing and
soundness of a firm before ity registration us also for placing inttial orders
on an registered firm, has been carefully examined in consultation with that
Ministry, It is felt that the existing machinery in the D.G.S. & D. for verifi-
cation of financial standing of firms for purposes of registration/rencwing
registration is quite adequate for the purpose. Besides, as the number of
cases relating to registration/rencwal of registration of firms is quite large,
prior consultation with Ministry of Finance is bound to cause considerable
delay in the disposal of these cases unless the existing stafl in the Ministry
of Finance is reinforced. As the objective behind the recommendation of
the Public Accounts Comumittee is that the financial soundness of firms scek-
ing registration should be scrutinised very carefully by an agency which is
fully gualified and possesses the necessary technical competence, the purpose
could be better achieved by obtaining the services of an experienced officer
from the Department of Company Law Administration and appointing him
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as Dueputy Director (Registration ) against a post already sanctioned in the
D.GS. & D. This officer would he qualificd to examine, in a comprehensive
maaner, the capital structure of the companics, their balance sheets and
profit and loss accounts and thus would be in a position to make a cosrect
assessment of the financial soundness of the firms for registration purposes.
With such an officer in position. it would become unnecessary to consult the
Ministry of Finance. However. in doubtful and complicated cases it is
proposed to provide that the Ministry of Finance should be consulted, in
such matters.

As regards consultation with the Ministry of Finance at the stage of
verification of the financial standing and soundness of the unregistered firms
before placing initial orders on them. the existing procedure is that orders on
unregistered firms are placed after obtaining bankers’ report, Income Tax
Clearance Certificate and competency,/capacity report from the Inspeclo-
rates concerned of the D.GS. & . Morcover, orders are placed on the
unregistered firms generally after obtaining security deposits from them. It
would not be practicable to consult the Ministry of Finance for verification
of the financial standing and soundness of the unregistered firms before plac-
ing initial orders on unregistered firms, as the number of these cases would
be very large and prior consultation with that Ministry would result in con-
siderable delay in the coverage of the indents. It is accordingly felt that
the custing practice of placing ud oc orders on unregistered firm should con-
tinue, as it already provides adequate safeguards.

Recommendation of the Comminee .

"The Committee would alw like the Department of Supply to ensure
that all cases which involve any departure from standard items of payment
with substantial financial repercussion should be examined by the Financial
Adwviser concerned before finul orders are passed.”

{Para 3.104 (S. No. 31 of Appendix X)
of the 1st Report (Fourth Lok Sabha)]

Action taken by Government

Para 265 of the DGS&D Manual of Office Procedure for Supplies, Ins-
pection and Disposals relating to ‘Departure from the prescribed system of
payment’ is being amended to provide that in all cases of departure from
standard terms of payment involving substantial financial repercussions, the
cases will also be submitted 10 the Financial Adviser concerned before final
orders are passed.

Recommendation of the Committee

“The Committec have alrcady commented on the inadequacy of
Government action in issuing on 1st November, 1965 to the firm a mere
letter of warning to desist from irregular practices. The Committee feel
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that had the DGS&D given carcful consideration to the concrete suggestions
made by the P & A.O. Department of Supply, Calcutta, to recover the
advence payments taken by the firm without despatching the road roller
from the outstanding bills of the firm, Government would have been saved
considerable financial loss. They also feel that had the three points for
action posed by the C.P. & AO. in his letter of March, 1966, namely :
investigation into the abnormal delays in despatch of road rollers by the
firm, physical verification at the firm's premiscs of the road rollers already
inspected and paid for but not despatched., and - erification of receipt of
road rollers from consignecs been procceded with. the malpractices in-
dulged in by the firm would have come to light carlicr. The Committee
would like Government to investigate why adequate action was not taken
on these communications of the P. & A.O. Department of Supply, Calcutta
and C.P. & A.O.. New Dethi.  They also fecl that procedure should be
devised by which such complaints from scnior accounts officials of the
Department received the personal attention of scnior officers of the De-
partment so that remedial measures are initiated without loss of time.”

[Para 449 (S. No. 40 of Appendix X)
of st Report (Fourth Lok Sabhu)]

Action taken by Governmeny .

This aspect is being investigated and the Public Accounts Commitiec
will be informed in due course.

As regards the concluding portion of this recommendation relating to
procedural aspect, D.G.S. & D. Memo. No. 3(8)/67, dated 4-9-1967 (S¢e
Annexure | to Reply to Para 3.72) (annexure) has been issued, regarding
processing of complaints from Senior Officers of the Accounts Department
and other sources. It has been impressed in this Memo. that complaints
received by the D.G.S. & D. from the various sources particularly from the
Officers of the P. & A.O. etc. should be watched by recepient officers and
clear directions should be given to the Junior Officers i.e. Deputy Director/
Assistant Directors/Section Officers, for their prompt disposals. Ofticers have
also been asked to ensure that remedial measures where necessary are taken
without loss of time. Complaints of really serious nature involving fraud
and the like should be brought immediately to the notice of the higher
officers. It has also been stated in this Memo. that non-compliance of the
instructions will be viewed seriously and disciplinary action taken against
defaulters.

Recommendation of the Committee :

“The Committee would like the Department of Supply/DGS&D to go
fully into the matter in consultation with the Ministry of Railways and
major indenting departments with a view to devise a foolproof procedece
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for cosuring that a supplier cannot get away with advance payment with-
out actually despatching compicle goods after inspection.”

{Para 4.53 (S. No. 41 of Appendix X)

of the Ist Report (Fourth Lok Sabha)}

Action taken by Governmeny

The matter has been carefully reviewed by the Department of Supply
i consultation with the DGS&D, Chief Pay and Accounts Officer and
the Ministry of Railways. In view of the inability of the Railways to issue
s duplicate copy of the Railway Receipt, which would be the only fool-
proofl method of cstablishing despatch of the inspecied stores for which
payment was claimed, several other alternatives were considered, It was
tentatively decided that bills for advance payments should be supported by
a photostat copy of the Railway Reccipt (where these facilities were avail-
able) or by certificd attested copics from the prescribed authorities. It
was also decided that in cases where the suppliers were unable to furnish
the photostat copics or the altested copies, no advance paymeents ~hould
be made to them. Simultancously, standing instructions would be issucd
to the consignces requiring them to promptly bring to the notice of the
ﬁiy & Accounants Officer concerned tor appropriate action any cascs of
short supplics. The DGS&D has been advised to discuss the revised pro-
cedure with the representatives of the trade before issue of final orders.

Recommendation of the Committee

“The Committec have dealt in the preceding paragraphs with some of
the complaints received from different sources against the supply of road
rollers by this firm, They are left with an unfortunate impression that the
organisation of the D.G.S. & D. did not respond to the needs of the case
and faikd to take prompt and adequate action on receipt of these com-
plaints.  As carly as 2-11-1963, i.e. within 4 months of relaxaiion in torms
of payment, the Assistant Pay & Accounts Officer, Calcutta had brought
to the notice of the DGS&D the delays in the despatch of road rollers after
90% payments had been drawn by the firm on  proof of inspection. In
January, February, and March, 1964, the D.G.B.R. complained abou: the
delays in despatch of road rollers by the firm despite availability of rail
wagons, after drawal of 90% payment on inspection. He specifically
pointed out that DGS&D might consider the revision of terms of payment
so that the firm got payment after proof of despatch and not on completion
of inspection. The Commillee regret to note that it did not reccive the
scrious attention it deserved. Even when the P. & A.O. brought to the
notice of D.G.S. & D. from March, 1965 onward cases of inordinate delay
and drawal of advance payment on the basis of wrong Railway Receipts
effective action was not taken cither to investigate the matter fully or to
revise the terms of paymeat but a mere warning was issued to the firm
which could hardly in any material way safeguard the Government’s finan-
cial interests. It was only when Audit pointed out the various lapses in
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this casc on 6th September, 1966 that a thorough re-cxamination of the
entire case of supply of road rollers by M/s. UPCC(P) Lad. was carried
out, and the special terms of payment withdrawn,”
[Para 4.75 (S. No. 45 of Appendix X)
of Ist Report (Fourth Lok Sabha)]

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

[Para 4.76 (S. No. 45 of Appendix X))
of Ist Report (Fourth Lok Sabha)i

“The net result of the failure to act on the part of the office of the
D.GS & D. had been that the firm got 90°¢ advance payment on proof
of inspuction, amounting to about Rs. 1.92 Crores in respect of 419 roud
rollers, which they did not despatch at all. What is still worse, “391 road
rollers for which payment had been obtained did not cxist at all” accord-
ing to the Ministry’s own note.”

[Para 4.77 (S. No. 45 of Appendix X)
of 1st Report (Fourth Lok Sabha)]

“Thz Committee feel that the veritable series of lapses indicated above
on the part of the firm as well as on the part of the office of D.G.S. & D.
require thorough examination with a view to taking suitable deterrent
action agzainst the parties at fault and to devising remedial measurcs to
avoid o recurrence of such instances in future.”

[Para 4.78 (S. No. 45 of Appendix X)
of Ist Report (Fourth Lok Sabhu)i}

Acwur: raken by Government

Vigilance aspect is under examipation and the P.A.C, will be informed
in due coursc,

‘As regards the last sentence of para 4.78 above regarding devising of
remodial measures, instructions have already been issucd by the D.GiS. &
D. vide their following comnmnications :—

1. Memo No. 3(8)/67-0&M, dated 4-9-1967 (See Annexure ‘{ to
Reply to Para 3.72).
2. Office Order No. 43-A, dated 25-5-1967 (Annexure I).

3. Office Order No, 97, dated 31-8-1967 (Annexure II).



ANNEXURE 1

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CDN-1 Section) New Dethi.

Office Order No. 43(A)
Dated . 25-5-67

Sus :—Progressing of Supplies against contracts where progress/

advance payments are authorised.

Advance paymeats in the shape of 90% on proof of inspection, 5%
on proof of despatch and the balance 5% on receipt of stores in good
condition, were provided for under certain contracts placed in the past.
It is observed that complaints reganding the performance of the fums re-
ceived in these cases werc not adequately investigated ncither by the
Purchase Dtc. concerned or the Progress Wing.

As progress payments represent Government assistance to contractors
it is clearly a progress function to chase such cases in order to ensure that
supplies arc made in good time and the advances taken are not misused
by the firm in any way. Complaints regarding delay in supplics or noo-
supply of storcs received in the Purchase Dte. should also be referred
immediately to the progress wing for a thorough investigation of the
cdse,

D.G. has ordered that Purchase Dtes. should make out lists of all cases
in which progress payments have becn made. This should be doae by the
end of May 1967. These lists should be sent to the Progress Wing which
will ensure that the progress functions enumerated above are carried out
in an effective manner. In doing so Progress Wing should make local
inquirics and spot investigations. The practice of getting information firom
the suppliers themselves, usually over the telephone, is no guarantee of the
accuracy of.the information supplied by the firms. The progress fiek
staff should visit suppliers works and make such other local visits/inspec-
tions as may be necessary. The aim throughout should be to sec that the
stores of proper quality are supplied within the stipulated delivery periods
and that the firms do not misuse the advances given to them. In particu-
lar, inquirics will have to be made to check whether the stores purporting

to have been despatched are actully despatched. For this puropse test
checks of R/Rs and transport documents will be necessary.

All conccrned should note these instructions for strict compliance.
Sd/- S. K. JOSHI,
Dy. Director (Cdn. Supplies).
Standard Distribution
(on file CSIA/4(203)/1)
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ANNEXURE I

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CDN-1 Scction) New Delhi.
Oftfice Order No. 97, Dated 31-8-1967

SUB. :—Progressing of supplics against contracts where standard payment
terms are relaxed.

Instructions have been issued vide office order No, 43(A) Progress Pay-
ment dated 25-5-67 and office order No. 86 dated 14-8-1967 in connection
with progressing of supplies in cases where progress/advance payments are
authorised. .

It has been further decided that contracts where standard payment terms
are relaxed should also be subjected to special progressing on the lines of
oficc orders quoted above and that such contracts should be marked by
purchase officers with the words “Special Progressing required” at the top
Jeft band commer of the copy meant for progress officer. A special watch
should be kept by the progress officer in such cases.

All concerned may please note for compliance,

Sd./- S. K, JOSHI,
Dy, Director (Cdn. Supplies).

Standard Distribution
[On file CSIA/53(22)/1]
Copy 10
Audit Cell w.r. to their memo No. CSAC/AP/4(45)/67 dated 21-8-67.
Recommendation of the Committee :

“The Committce cannot help concluding that one of the contributory rea-
sons for the failure to detect the inordinate delay by the firm in the despatch
of road rollers after inspection was the fact that the A/Ts placed by the
office of the D.G.S. &D. on the firm were not specially marked for progress-
ing by the progress wing. The Committee consider that when special terms
of payment in relaxation of standard tcrms were sanctioned to the firm, the
office of the D.G.S.&D. should have taken care specifically to ask the Progress

Wing to keep a special watch on the progress of the despatch of road rollers
after inspection.”

[Para 5.9 (S. No. 46 of Appendix X)
of 1st Report (Fourth Lok Sabha).]
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Action taken by Governmeni ;

The following Office Orders have beca issued by the D.G.S&D. :—

1. Officc Order No. 43-A dated the 25th May, 1967 (See Annex-
ure 1 to Reply to Paras 4.75 10 4.78) regarding progressing of
supplies against contracts where progress/advance payments are
authorised.

2. Office Order No. 86, dated the 4th August, 1967 (Annexure) re-
garding progressing of supplics against contracts where progress/
advance payments arc authorised.

3. Office Order No. 97, dated the 31st August, 1967 (See Annexure
IT to Reply to Paras 4.75 to 4.78) regarding progressing of sup-
lics against contracts wherc standard terms of payment are
relaxed.

In Officc Order No. 97 dated the 3ist August, 1967, it has been laid
down that such contracts arc to be subject to special progressing and that
such contracts should be marked by Purchase Officer with the words
“special progressing required” at top left hand corner of the copy of A/T
meant for Progress Officer who has to keep a special watch.

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CDN-1 Scction) New Delhi,
Office Order No. 86. Dated . 14-8-67

SuB :—Progressing of supplies against contracts where progress/advance

Payments are authorised.

Instructions have been issued on the subject vide office order No. 43A
(Progress Payments) dt. 25-5-67 (onginally numbered as O.0. 45).

D.G. has ordered that in addition to the test checks of R/Rs and
transport documents by the Progress Ficld Staff as laid down in part 3 of
the office order they will also test check the actual receipt of stores by the
comignees. This will bc done by checking the consignee receipts, sending
letters to consignees to verify receipt and even, in important cases, by visits
to the consignees.

The officer order 43A may be amended accordingly and necessary
action taken on these institutions by all concerned.

Sd./- S. K. JOSHI,
Dy. Director (Cdn. Supplies)
Standard Distribution
(On file CSTA/4(203)/1)
Recommendation of the Committee :

“The Committee are also constrained to find that when complaints were
specifically marked to the Progress Wing, Calcutta for investigation and
report, the officer concerned did not investigate the matter fully by inspect-
ing the firm's factory or Godown but instead sent for the firm’s representa-
tive and obtained information which he reported to Head-quarters. The
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Committee desire that the above lapses on the part of the office of the
DGS&D and of the Progress Wing should be fully investigated with a view
to fix responsibility and take suitable disciplinary action against the officers
concerned.”
{Para 5.10 (S. No. 47 of Appendix X)
of Ist Report (Fourth Lok Sabha)]
“The Committee nced hardly add that now that Government have the
considered recommendations of Vidyalankar Committee and have taken
decision thereon, it should be possible to take suitable measures without loss
of time to cnsure that the Progress Wing is put in a positon fully to dis-
charge the functions devolving on it.”
[Para 5.11 (S. No. 47 of Appendix X))
of 1st Report (Fourth Lok Sabha)}
“The Committee cannot too strongly stress that the Progress Wing and
other agencies concerned in the DGS&D should keep a special watch re-
garding the despatch and delivery of goods against progress payment con-
tracts or contracts where standard terms of payments have been relaxed by
the checking and spot verification of proof of inspection, despatch and re-
ceipt by the consignec.”
[Para 5.12 (S. No. 47 of Appendix X)
of 1st Report (Fourth Lok Sabha) |
Action raken by Government
Vigilance aspect is under consideration and the P.A.C. will be inform-
ed in due course.
DGS&D Office Order No. 43A, dated the 25th May, 1967, cited in the
Department’s reply to S. No. 46 above, covers the observation made by the
Public Accounts Committee in paras 5.11 and 5.12 above.

Recommendation of the Committee .

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

[Para 5.19 (S. No. 49 of Appendix X)
of 1st Report (Fourth Lok Sabha)]
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Action taken by Government :

This recommendation involves three aspects, viz.; whether

(A) Inspection was faulty in as much as production during the speci-
fied months failed to attract the notice of the inspector concemed;

(B) The supervision of the Director of Inspection was adequate ot
not; and

(C) Therc had been any collusion.

A. Failure 10 attract the attention of the Inspector .

Therc appears to be some misapprchension in regard to the rated monthly
production capacity of M/s. Agrind Fabrications vis-g-vis their actual
monthly output. It may be stated that in respect of all manufacturers of
heavy enginecring items the average capacity per month is, for the sake of
convenience, deduced from the assessment of their yearly production capa-
city. In this casc when it was stated that the firm’s production capacity was
30 road rollers per month it was to be understood that the figure had been
arrived at on the basis of a yearly production capacity of 360 Nos. Actual
monthly output may vary from timg to time due to unforescen difficulties in
the procurcment of raw-materials and bought out items, incidence of labour
troubles, prolonged holidays etc. For correct appraisal one should, there-
fore, takc into account the firm’s recorded annual production figurcs during
the ycars 1964 and 1965 of 359 Nos. and 357 Nos, respectively, against
their assessed yearly capacity of 360 Nos. Bearing this in mind the Inspec-
tor had no reason to suspect any mala fides. In this connection, it will be
intercsting to examine thc monthly production figures of M/s. Jessops and
M/s. Britannia Engincering—the other two paraliel suppliers of the road
rollers,  The statement at Annexures 1 & II reveals an almost identical
pattern of fluctuations in their monthly production as well. In the circums-
tances, the fluctuations in the monthly output of M/s. Agrind Fabrications
are not of such significance and therefore did not attract the attention of
visiting Inspectors because they are used to such fluctuations.

B. Supervision by Senior Technical Officers :

The supervision by the senior staff, including the Director of Inspection,
aims at achieving the following objects :—

(a) That, the calls for inspcction are attended to promptly;

(b) That, the standard of inspection by the junior officers is  satis-
factory; and

(c) That, any problems arising out of manufacturing defects,  dis-
crepancies in drawings and specifications governing the A/T etc.
do not remain unattended.
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For this purpose surprise visits by the senior officers were periodically
paid to the firm according to normal practice and there have been no com-
plaints against the performance of the inspectors. There is, however, 0o
fool proof mechanism in the Inspection Organisation to detect and prevent
the types of fraud committed by the firm in this case. It must be appreciat-
ed that in the case of the other two suppliers of road rollers also the exteat
of inspection and supervision was of the same type and order.

C. Inspectors’ collusion :

With regard to the likely collusion of the Inspectors the subject matter
is under the investigation of C.B.I. While no evidence of collusion has
come to light in the departmental inquiries made so far, a finding on this
subject will have to await the completion of the C.B.I's inquiries. The
Pudlic Accounts Committee will be informed of the result in due course.

Audit Observation
“It has been stated in sub-para ‘A’ of the Ministry’s reply that “......
the fluctuations in the monthly output of M/s. Agrind Fabrications are not
of much significance and, therefore, did not attract the attention of the visit-
ing Inspectors because they are used to such fluctuations”. The real point,
however, is that the firm were expected to increase their production from
20 to 30 road rollers per month in view of the relaxed terms of payment,
but verification of this increase which was imperative in the circumstances
was not carried out by the Inspectoratc. The Ministry appear, now, to
wish to take into account the firm's recorded annual production figures
which showed an average of 30 per month for 1964 and 1965, though, in
the evidence before the Public Accounts Committee, the Secretary to the
Department of Supply had admitted that “it (production capacily) was aot
checked up capacity certainly was not even 30 per month”, vide para. 3.62
of the First Report of the Public Accounts Committee (Fourth Lok Sabha).

ANNEXURE |

Monthwise staiement of Road Roliers offered for inspection by M/, Jessop & Co.,
and accepted.

1964 1965 1966
f-.—-—.—.&,._ e ey [ e ,_.A____....-_._.\ e . N o et
Month Nos. Month Nos. Month Nos.

January 26 January 3
February 28 February 37
March 16 March 30
April 17  April 29
May 38 May 30
June 35 Junc 10 Junc 40
July 35 July 29 July 42
August 45 August 42  August 35
September 20 September 40 Scptember 29
October .. October 31 October 17
November 35 November 38 November 20

December 24 December 40 December 36
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Anvexune [

Monthwise statem :nt of RHad Rollers off sred for inspoction by M.« Britannia Engineer
ing Co. and accepted.

1964 1965 1966
o e e o+ ey e A ey - A v
Month Nos, Maunth Nos, M.nth Nos.

January 7 January 3 January 33
February 31 February 19 February 18
Macch 22 March 14 March 23
April 14 April 8 April 29
Mav 1S May 29 May 30
June 12 June 21 June 14
July 10 July 25 July 10
August 31 August 10
September 22 S:ptember 23
Ociober I8 October 25
November 11 November 14

30

Docember
Recommendation of the Commitee :

“The Committee would ulso like Government thoroughly to investigate
the procedure for impressing inspection marks on road rollers and stores so
as to make sure that these cannot be erased or otherwise tampered with.
In fact, it would be advantageous if inspection of goods fabricated or manu-
factured in the country is carricd out in stages to make sure that they strictly
conform to the prescribed standards.”

{Para 5.20 (S. No. 50 of Appendix X) of 1st Report (Fourth Lok Sabha.)]

27 December

Action teken by Government ;
This recommendation involves two features viz.
(a) affixing an indelible inspection stamp on the inspected road
rollers; and
(b) inspection during various stages of the manufacture of the road’
rollers,

With regard to (a) above, the position is as under :—

The Inspector’s stamp or seal is aftixed to the stores, as a tokea of his
approval of the goods tendered by a contractor against a particular A/T. The
stamp or scal thus aflixed by the Inspector serves the two-fold purpose of
identifying the stores at the recciving end and also of identifving the Inspec-
tor who approved the stores.

The Inspector’s seal or stamp is neither so designed nor meant as to pre-
vent an unscrupulous contractor from committing a fraud by removing,
erasing or obliterating the seal or stamp and reoffering the same stores
against the balance supplies as appears to have been done in this case.
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In order to prevent such fraud the remedy doces not oaly lie in tightoning
the method of inspection, sealing etc., but also in prescribing such heavy
penalities as would serve as an effective deterrent.  The matter has been
carefully considered. It is felt that there is no known method of making
inspection marks fully fraud-proof. An attempt has been made in this case
to make the marks relatively more indelible, but even those can be erased
o1 obliterated if the manufacturer so wishes. Further, indelible marks can-
not possibly be affixed to a large variety of stores, even if it were possidble to
ensure that they could not be crased. Even if the inspection marks atc as
indelible as the circumstances permit, this could be no uassurance oagainst
fraud. It is, thercfore felt that the best deterrent would be to punish fraud
severcly whenever it is detected. This is done both by the Administrative
action and/or Judicial processes. So far administrative action is concerned,
the Dcpartment can resort to blacklisting etc.  Where the laws of the land
are attracted, prosecution or filing of suits can be resorted t0.  In this case,
the firm and its associate concerns were blucklisted, C.B.1. arc investigating
the whole case and further action as necessary will be taken on receipt of
C.B.1. Investigation Report.

Regarding (b) above. it is stated that by and large the procedure as laid
down in para 381 of the D.G.S.&D. Manual is being followed in the case
of structural fabrication items and such storcs where the materials are dos-
patched in compoaents fully ready for asscmbly and erection at site. By
the very nature of such stores no chances can be taken during inspection
since the site conditions would not permit any subsequent rectification work.
Likewise, stage inspection is also carried out in respect of safety items like
coaches etc. It has, howevcr, not been possible to introduce stage by stage
inspection for every indigenously manufactured store particularly when majer
components are bought out items owing to the extreme paucity of the ns-
pection staff. It may be added, however, that only reccntly a full time
inspector has been posted at M/s. Agrind Fabrications as a very special case
under the orders of the Director General, Supplies and Disposals, though
such an arrangement has not been prescribed for the other two manufacturers
of the road rollers.

Recommendation of the Commitiee :

“The Committee arc perturbed to note that there have becn delays in
almost all the orders placed on M/s. UPCC for supply of stores other than
road rollers. They desire that the question of levying liquidated damages
against the firm should be carcfully examined by the D.G.S.& D.”

[Para 7, 8 (S. No. 56 of Appendix X) of 1st Report (Fourth Lok Sabha.)]

“What is more serious is that, the review of two cases regarding the
supply of Dozers and Soil Stabilisers have revealed that the firm had frapdu-



lently drawn BO per cent advance payment on proof of despatch without des-
patching the complete stores.”

{Para 7.9 (S. No. 56 of Appendix X) of 1st Report (Fourth Lok Sabha).}

“It appears to the Committec that the firm has a persistent tendency to
claim payment from Government fraudulently without delivering the goods.
The Commiittee consider that Government should examine thoroughly, with-
out delay, the performance of M/s. UP.C.C. (P) Ltd. and its associated
companies regarding the supply of stores. The Committee need hardly stress
that, where malpractices have been indulged in by the firm or its associated
companics, stringent action should be taken against them to safe-guard the
public interest.  The firm and associated companies should also be proceed-
ed against, under the law, if fraudulent practices arc cstablished on investi-
gation by the Central Burcan of Investigation.”

[Para 7.10 (8. No. 56 of Appendix X) of 1st Report (Fourth Lok Sabha) .}

Action taken by Government :

Para 7.8.—On 25-8-67, a Memo was circulated to all Purchase Direc-
torates at Headyuartcrs and Regions to review immediately contracts for
stores other thun Road Rollers placed on M/s. U.P.C.C. and implement the
reccommendation of the P.A.C. properly i.e. to examine carefully the ques-
tion of levying liquidated damages against the firm. Out of 17 Directorates
both at Headquarters and Regions, only 2 Directorates i.e. MES and Project
have reported placement of certain contracts on M/s. U.P.C.C. The remain-
ing 15 Dircctorates have categorically stated that they have no contracts pend-
ing with U.P.C.C. (P) Lid. MES Directorate reported position about four
cases. With regard to the contract SI. No. 46 dated 15-2-65 (S. No, 22 of
Appendix IX to P.A.C’s report) for supply of bitumen hot mix plants, posi-
tion is that A/T was concelled with financial repercussion on 4-1-67 and for
recovery of general damages, the matter is under consideration in consulta-
tion with Ministry of Law. In respect of two contracts (S. Nos. 24 and 25
of Appendix IX ibid) supplies have more or less been completed. In res-
pect of the remaining one casc S1. No. 23 of Appendix IX ibid) nothing un-
toward has been noticed so far. A strict watch is, however, being kept.
This one case is for 5 Nos. Bitumen Tankers, two of which have been suppli-
od and 3 are still to be supplied. Question of granting extension is under
consideration at a high level.

The Project Directorate has cxamined in detail 23 A/Ts place on M/s.
U.P.CC. by that Directorate, kecping in view the recommendation of the
Public Accounts Committee regarding levying of liquidated damages.

Para 7.9 and 7.10.—Recommendations against these paras were circulat-
ed demi-officially to all the 17 Directorates both at Headquarters : and
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Regional Offices on 25-8-68 requiring the Directorates to examine immedia-
tely the performance of M/s. U.P.C.C. (P) Ltd. and its associated comparties
regarding supply of stores other than road rollers and that any case of mal-
practice which may come to light as a result of this review, should be imme-
diately reported to CB.I. for investigation after showing to the competent
authority. Only Project Directorate have reported that out of 23 cases where
orders have been placed by that Directorate on M/s. U.P.C.C. Ltd., there
are 4 cascs which smack of fraudulent dealings of the firm. The position of
the 4 cases is as under :—

(a) A/T SI. No. 631, dated 12-9-63 (SI. No. 4 of Appendix I1X ibid)
for 4 Nos. Dragline bucket with attachments—value Rs. 38.045.

Executive Engineer, Karnal, the ultimate consignee, having not confirmed °
receipt of stores, the casc was reported to C.B.l. on 26-6-67 for investigation.
It may, however, be noted that A.G. Punjab has accepted the debit in this
case.

(b) A/T No. 642, dated 25-9-63 (SI. No. 16 of Appendix 1X ibid) for
supply of 4 Nos. Michigan Tractor Dozor with attachments and with four
sets of tyres—Value Rs. 6,36,388.

The indentor confirmed the receipt of 4 Nos, dozers with all attachements
and receipt of 4 tyres instead of 16 tyres. He made local purchase of tyres
(3 sets) for Rs. 55.695.48. The firm obtained payment for 3 sets (12
tyres) fraudulently and the matter was reported o the C.B.1., New Delhi on
15-6-67 for necessary investigation. The question of recovery of general
damages from the firm for non-supply of 3 sets of tyres is also under consi-
deration of the Project Directorate.

(c) A/T SI. No. 373, dated 21-8-62 (Sl. No. 9 of Appendix 1V ibid)
tor supply of Tractor Dozers—37 Nos. Value Rs. 54,03,469. The consignee
has confirmed receipt of 36 Nos. out of total 37 Nos. Balance 1 No. was
initially supplied by the firm. After working for 200 hours, the machine
developed trouble. The same was taken back by the firm for repair and they
promised to rcturn the same to the consignee bv December, 1966. On
26-3-67, the consignee reported that the firm had not yet returned the dozer.
A registered notice was served to the firm on 13-7-67 but nothing has yet
been heard from them. The case has been referred to C.B.I. for investiga-
tion on 21-9-67. Ministry of Law advised regarding departmental action.
Necessary departuental action has already been taken and the firm stands
blacklisted. Further action is under considcration of the Directorate.

(d) A/T Sl No. 385, dated 4-9-62 (Sl. No. 12 of Appendix IX ibid)
for supply of soil stabilizing units—25 Nos, valuc Rs. 25,03,375 payable in

foreign exchange to the firm’s principals and Rs. 10,72,189 payable to the
firm.
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Out of 25 units of s0il stabilisors compiete with compactors, 6 Nos. sgil
stabilisers and 10 compactors have not yet been cleared from Docks at
Calkeutta. The case has been reported o C.B.1. for investigation on 28-6+67
as the firm fraudulently claimed payment from Pay & Accounts Officer, Cal-
cutta on the false Railway Reccipt. The casc is also being processed. by
Disector (SD) io association with O.S.D. (Litigation) in the D.G.S.&D, and
this Dcpartment. Director (S&D) is kecping a strict watch om this case.
The question of clearance is under coasideration at the highest level.

Recommendation of the Committee

“This case has revealed a large numbcer of shortcomings in the Organisa-
tion of the D.G.S.& D. particularly in regard 1o processing and placing of
A/Ts, dealing with the complaints of consignees, the procedure of inspection
and the progress of movement of stores and supplics. In the Commitiee’s
view, the procedurc relating to these aspects in  the organisation of the
D.G.S.&D. nceds to be critically reviewed without delay.”
[Para 8.10 (S. No. 65 of Appendix X) of the Ist Report (4th Lok Sabha).]

Action taken by Government :

This recommendation is a recapitulation of recommendations at S Nos.
16, 40, 45 and 49 of Appendix X which have been dealt with separately.

Recommendation of the Committee .

“The Committee would like the Government to cxercise greater vigilance
in respect of all existing contracts, where progress payments or payments in
relaxation of standard terms have been authorised.”

[Para 8.11 (S. No. 66 of Appendix X) of 1st Report (Fourth Lok Sabha)]

Action taken by Government :

(1) Under the existing instructions, four types of progress payments/
relaxed payments are admissible against contracts placed by the D.G.S.&D.
Briefly, these are as under [—

(a) ‘On account’ progress payments for raw materials against tabri-
cation contracts;

(b) Payments to vchicles manufacturers on proof of handing over
of vehicles to their transporting agents for despatch by road;

{c) Payments in the case of fabrication contracts where stores are
entrusted to the contractor for fabrication, like body-building
contracts; and

(d) Payment for stores on proof of inspection.

(2) The procedure for authorising such payments is as under :—

(a) Payments of this nature can be allowed upto 90% of the value
of the raw materials, subjects to 50% of the total value of the
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contracts on the firm's fumishing a hypothecation Deed hypothe«
cating the raw materials to the President of India and taking out
an insurance at his cost insuring the materials and assigning the
Policy in favour of the President of India. The limit of 50%
of the contract value mentioned above may be raised to 75%
of the value of the contract (of a minimum value of 6 lakhs)
where the stores require the use of large quantities of iron and
stec] or where it is clear that the aormal system of payment after
completion of supplies will put the contractor in difficulties by
blocking his capital owing to the large value of the components
¢tc. Where nccessary, in addition to the normal safeguards of
hypothecation and insurance, bank guarantee may also be in-
sisted upon.

(b) In such cases, the firms claim payment from the Pay & Accounts
Ofticer by showing proof of handing over the vehicles to their
transportation agents, duly certified by their internal auditors.

(¢) In such cases, the contractors have to be responsible for safe
custody of the Government materials in their custody. To
achieve this objective, the contractors have to furnish adequate
sccurity deposit unless a contractor has other dealings with the
Government and it is ¢oasidered that it would be possible to
make recoveries from other bills duc to them.

(d) In so far as cascs of this type arc concerned, all the Pur-
chase Directors werc requested to furnish details of con-
tracts concluded wherc payments have been authorised before
despatch of the stores. With the exception of the U.P.C.C.
cases, and the rate contracts/ad hoc A/Ts for vehicles failing
under category (b) above, no other case has been reported
where such payments have been authorised. According to para
265 of the Manual of Office-Procedure for Supplies, Inspection
and Disposals, for allowing any relaxed system of payment
(other than standard terms) approval of the Government will

be necessary. Chicf Pay & Accounts Officer will also have to
be consulted.

With a view to exercise greater vigilance and tighten up the matter further
in Government interest, Office Order No. 141 dated 26-11-1966 (copy en-
closed) has been issued stipulating that bank guarantee should be insisted
upoz from the contractors whenever standard terms of payment are relaxed
and advance payment before despatch is allowed.

(3) The further safeguards to be adopted in the four categories of cases
of progress payments mentioned above have been formulated and the present
position is as under :—

Category (a)—A Performance Guarantee to be obtained in such cases
in lizu of the hypothecation deed has been finalised in consultation with the
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Ministry of Law. In addition, a comprehensive Insurance cover will abo
be necessary.

The matter was included as an item on the Agenda for the 14th meeting
of the Central Purchase Advisory Council held on 16-12-67. No objections
were raiscd by the Trade to the introduction of the revised procedure for
making ‘on account’ payments against Performance Guarantee and compre-
hensive insurance cover.  After the matter has been fully considered neces-
sary instructions on the subject will be issued to all concerned.

Category (c)—The draft of the Performance Bond to be obtained in
sach cases has been vetted by the Ministry of Law and has been forwarded

to the Ministry of Finance for approval.

Category (B) & (d)—A note has been forwarded 10 the Ministry of Law
for consideration of u suggestion about release of initial 95% payment in
such cases on the basis of a comprchensive insurance policy duly hypothe-
cated to the President of India. The comprehensive insurance policy wall
also include cover against the risk of walking away with the chassis by
transport agents of Automobiles Manufactures, i.e,

(i) wrongly withholding delivery.
(i) dclaying the delivery without any justifiable cause, and

(i) converting the property entrusted.



APPENDIX 1V

Recommendation to which Government have Fumished Interim Replies
Recommendation of the Committee -

“The Committec arc unablc to understand how orders lfor 1229 road
rollers involving a cost of Rs. 6.01 crores were placed on the firm from 1959
to September, 1966. The Committee feel that if the conditions prescribed
for registration had been strictly enforced, the serious shorticomings of the
firm in the matter of its capacity to undertake execution of orders as well as
in its standing und respectability would have come to notice right from the
beginning. The Committee find it difficult to belicve that the failure of the
office of the D.G.S.& D. to ensurc compliance with the prescribed conditions
was merely a lapse and feel that a full investigation into the circumstances

under which orders were placed on this firm from 1960 10 September, 1966
1s called for.

The Committee would also like Government to review all cases where
large orders involving substantial amounts have been placed on unregistered
firms without complying with the prescribed formalities for verification of
reliability and capacity to exccute orders.”

[Para 2.6 (S. No. 1 of Appendix X) of the 1st Report (4th Lok Sabha).]
Action taken by Government :

The relevant record is with the Central Bureau of Investigation who are
investigating this case. On reccipt of the investigation report and the rele-
vant record, further action will be taken and the P.A.C. informed suitably.

As per the recommendation contained in the second sub-para above, a
review has been undertaken by the various Purchase Directorates at Head-
quarters of the D.G.S.&D. and its Regional Offices in respect of cases where
large orders involving substantial amounts have been placed on unregistered
firms without complying with the prescribcd formalities for verification of re-
liabifity and capacity to execute orders. It has been found that with the
exception of the cases listed in Annexure I, (the orders placed by Vehicles
Directorate are of small valuc) no orders have been placed on unregistered
firms without verification of their capacity ctc.

It may also be stated that orders are placed on unregistered firms only
after verification of their capacity, financial standing and past performance,
if any. The unregistered firms are also required to fumish the income tax
clearance certificate. The recent instructions issued by Government in re-
gard to placement of coatracts on unregistered and untried firms are con-
tained in the Department of Supply O.M. No, 1(17)/62-PUl, dated thc 4th
March, 1967 (copy enclosed Annexure II). These instruction have been
circulated by the D.G.S.& D. to the Purchase Officers for their guidance under
‘Office Order No. 19, dated the 13th March, 1967.
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ANNEXURE ]
Details Regardine Order: Placed on Unregistered Firms
Civil Armaments Directorate
The C.A. Directorate have stated that their case is singularly different as for as placement of the orders with registered firms
are concerned.  The items dealt with the C. A. Dte. are all development ones and as such almost all the firms to begin with are
unregistered for such stores. The modus operandi for placing orders for items pertaining to C. A. Dre. is stated 10 be as under —

The pames of the likely suppliers are obtained from D.G.T.D., Director of Inspection Armaments in addition to the names
indicated by the indentor.  Also, the C. A. Dte. takes into account the firms about whom they have technical data and who are
considered capable to manufacture the stores. C. A. Dte. normally forward § sets of enquiry to th: C.L.O., NS.1.C. also for
distribution to the units cipable of undertaking the particular job. In cases where the C. A Die. place orders with S.S.1.
units, security deposit is token in the absence of competency certificate from CLO, NSIC. Regarding the other unregistered
firms, where orders have b-en placed on the basis of capacity report and conditions, C. A. Dte. invariably take security deposit
but in the case of reputed firms who have satisfactorily executed previous ordsrs, this condition is waived under ordars of the
proper authorities.

Vehicles Directorate
The Vehicles Directorate have reported 2 orders as under -

r‘ AT No. und Date - Niemeof fim ~ Stores ~ Quantity __Valwe “ Remarks -

_ RO N e ¢ @ [€] (6
1. SV3/101/26/1366/30, M/s. Ashotosh Muker-  Buoys 1400 Nos. Rs. 80,136 Order placed subject to
dt. 15-6-1967. jee & Co., (P) Ltd., Ancher S. D. @ 5%;. Capacity
Calcutta. report received but Bank

report regarding finan-
citl  standing  could
not be obtaired.

2. SB8/SV1/101/71/241 M/s. Swastik Industrial Firc Ex- 5440 Nos. Rs. 3,19,600 Risk purchase A/T on
-255/1/RP/168, dt. Corporation,  Bhva- tinguishers defaulting firm subjc_ct
14-6-67. nagar, Gujarat, to 10% S. D. Capacity

R:port received but
Bank report regardin
financial standing coul
o e ‘ ) e . ey not be odtaified,

¥



ANNENURE 1
No. 1(17)/62-P]
GOVERNMENT OF INDIA

MINISTRY OF SUPPLY, TECHNICAL DEVELOPMENT & MAT: -
RIALS PLANNING, DEPARTMENT OF SUPPLY & TECHNICAL
DLVELOPMENT

{CENTRAL SECRETARIAT, NORTH BLOCK)
New Delhi, the March, 1967
OFFICE MEMORANDUM

SUBJILCTY — -Placement of comtracts on unregisiered and untried firms,

The undersigned is directed to refer to the late Ministry of Works, Hous-
mg & Supply O.M. No. 1(171/62-PL, dated the Sth Junc, 1962 as amended
from time to time on the subject mentioned above and to sav that in supe-
session of the instuctions contained therein the following procedure ix fod
down in regard to placement of  contracts on  uaregistered  and  untoed
firmy - - '

i) Rate or Running contracts should normadly be placed onte w0
registered and established firms who are capable of supplimg
the stores required. Such contracts should not ordinarily be
awarded cven 1o those unrcgistered firms who might have e
cuted ud-hoc trial orders satisfactorily,  However, with o view
to establishing additional/alternative sources of supply comyxe.
titive and acceptable offers received from unregistered and un-
tried tirms in response to enguiries against  Rutning and Raie
Contracts should be utilised in the manner indicated below . -

{a) In respect of Competitive offers received against enquin<s
for Running Contracts, an ad-hoc Acceptance of Tender
for a definite quantity may be placed on tried but unregrs-
tered firm and « trial order placed on an untried and ue-
registered firm provided their capacity is reported upon as
satisfactorv.  The usual security deposit may be taken i
both the cases.

(b) Competitive und acceptable offers reccived from unregis-
tered and/or untried firms against Rate Contract Enquiries
should be kept in view only for placement of ad-hoc orders.
With a view to achieving this object, such firms should be
approached for un agreement provided their capacity s

75
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reported upon as satisfactory, to the effect that they would
accept ad-hoc orders/trial orders up to a specified mone-
tary limit within a particular time Jimit, say 6 months from
the date of rcaching the said agrcement at the rates quoted
by them against the Rate Contract enquiry on the terms and
conditions applicable to ad-hoc  Acceptance of Tender.
Ad-hoe orders shouid be placed on such firms on the basis
of the above agrcement against indents which may be re-
ceived subsequently, The unregistered but tried firms may
cven be told that in cases they get themselves registered
with DGS&D within onec month of their agreement to the
Placement of ad-hoc orders referred to above, Government
would consider awarding parallel Rate Contract to them
subject to over-all monetarv limit.

(i) In casc of cnquiries against Opcrational indents offers received
from untricd and unregistered firms should not be considered
ordinarily. However, in respect of items in short supply or
diflicult supply items, offers received from such firms should be
considercd on merits for placement of educational orders for
small quantitics.

(iii} In case of enquirics against Urgent and Express indents 8077 of
the quantity may be covered straightwav on  registered and/or
“known suppliers reserving the balance 2070 for untried and un-
registered firms. Orders to the extent of 2070 will be placed on
untried and unregistered firms provided favourable capacity
reports in respect of these firms are received within 15 days.
If capacity reports are not received within this time Bmit, the
balance 207 quantity may also be covercd on tried suppliers.

{iv) In the case of ordinary indents, DGS&D will cover 509 of the
quantity straightway on registered and/or  known  suppliers.
reserving the balance 5077 for coverage, after receipt of capa-
city reports, on unregistered ‘untrizd firms. 10 favourable capa-
city reports on unregistered/untricd firms are received within
three weeks, orders may be placed on the for the quantity they
are capable of supplying according to such reports and  the
balance covered on registered and known suppliers.

2. Whenever, a contract is placed on unrcgistered firms, DGS&D should
invariably ask the firm to get themselves registered with the DGS&D.

3. In view of the procedure outlined in sub-paras (iif) and (iv) above,
Inspection authorities should ensure that capacity reports are furnished with-
in the prescribed time limits. Cases where there has been delay in furnish-
ing the reports should be investigated. The Purchase Officers on their part
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should ensure that capacity reports in respect of such firms whose ofiers fall
within the acceptable range arc called for immcediately after the tenders are
opened. The date before which the capacity report should be furnished
should also be indicated.

4. H in any casc, the lower offers from unregistered and untried firms
have to be ignored in accordance with the provisions of this O.M., sanction
of the appropriate authoritv for passing-over the lower offers should be
obtained, as laid down in para 118) of this Department’s letter No. 5/1/63-
PI, dated the 22ad June. 1963 os amended from time to time.

Sd/-
1. D. KHANNA
Deputy Secretary 1o the Governmeny of India

To
The Dircctor General.

Supplics & Disposals.
New Delivi (150 copics),
Copy to :—

1. The Munistry of Finance (Supply Wing), New Delhi. Ref. their U.O.
No  C-8566, dated 21-9-66.

2. Chicf Pay & Accounts Officer, New Dethic Pay & Accounts Officer.
Department of  Supply &  Technical  Devclopment, New  Delhi’
Bombuay ‘Madras /Calentta,

3. Accountant General, Commerce,  Works & Misc., New  Delhi/Dy.
Accountant Genernl, Commerce, Works & Misc., Bombay/Caleutta.

4. Guard Fi.

Sd-.
I. D. KHANNA
Deputy Secretary to the Government of India

Recommendatior of the Committee

“The Committee are distressed to note that in 21 road roller: the firm
scem to have substituted 3 cvlinder engines in place of 4 cylinder engines
after inspection of the road rollers. The Committce feel that substitution
of 3 cylinder cngines in place of 4 cylinder engines, after inspection, is a
serious matter and requires further investigation. The Committec need
hardly add that after investigation necessary action should be taken against
the parties at fault.”

[Para 4.70 (S. No. 44 of Appendix X) of
1st Report (Fourth Lok Sabha)}



78

“it has also been obscrved that in onc case, the Exccutive Engineer
Bijni, in his telegram, dated 3rd September, 1965 informed the Pay &
Accounts Officer that the firm bad supplied 2 road rollers fitted with 3
cylinder engines instead of 4 cylinder engines and that they bore o inspec-
tion markings. The Committee are unable 10 understand how the engines
which bore no inspection markings of the D.G.S. & D. were fitted in the
road rollers and supplied by the firm. They desire that this case may be
investigated with a view o find out the modus operandi of the firm and the
loopholes in the procedure.

The Committee desire that the Government should investigite as to how
the firm supplied to the Chief Engincer, Rajasthan the Fordson Dextra 3
cylinder cngines with only 32 BHP, as against the Fordson Major 4 Cylinder
engines with 51.8 BHP, as provided in the A/T.”

[Para 4.71 ¢S. No. 44 of Appendix X) of
st Report (Fourth Lok Sabha)]

“The Committee desire that the remaning cases involving 16 road rollers
should also be thoroughly imvestigated and responsibility for the lapses fixed
on the parties at fault.”

[Para 4.72 «S. No. 44 of Appendix X) of
1st Report (Fourth Lok Sabha))

Action taken by Governmeny .

Substitution of 3 cylinder engines in place of 4 cylinder cngines after
mspection s i very serious matler.  As substitution was done after inspec-
tion it amounts to fraud and such cases of fraud are appropriately to be
mvestigated by C.B.1. They are already looking into  this  uspect  while
mvestigating  the case of UPCC. A letter has been issued on 7-10-1967
{Anaexure) 10 DG, C.B.1. drawing him special attention to this obser-
vation of the Public Accounts Committee. The Public Accounts Committec
will be informed of the result and the final action taken in the matter by

CGrovernment.

ANNEXURE
Copy of letter No, OSD/PAC-Report/67/44, dated the 7th October,
1967, from the Directorate General of Supplies and Disposals, New Delhi,
to Shri R. K. Raisinghani, Dy. Inspector General, C.B.I,, R. K. Puram,
New Delhi.

SUBJECT :—Aclion taken on the recommendation contgined in the first re-
port of the Public Accounts Committee (1967-68) on para 18
of Audit Report (Civil) 1967 regarding purchase vf road rollers
from M/s. UPCC L,

1 am directed to invite your attention to the summary of recommenda-
tions/observations as contained in Appendix X of the PAC Report (1967-
68) 1st Report (Fourth Lok Sabha) and to say that against Sl. No. 44
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Paras 4.70, .71 and 4.72 rclating to substitution of 3 cylinder engines in place
of 4 cylindcr cogines after inspection by the firm, investigation is necessary.
DDG (1) has made the following observation of this recommendation @

“The very fuct the engines received by the consignee bore no stamp mark
would suggest that these cngines were not originally fitted in the Road
Rollers which wcre accepted by the inspector. 1t is, therefore, not possible
for the inspectorate to furnish comments as to how the original engines were
substituted by new ecngines bearing no inspection stamp mark. Obviously,
this was done by the firm subscquent to the Acceptance of Road Rollers by
the Inspector with some ulterior motive. These are, therefore, to be en-
trusted to the wuthorities who are competent to investigate such matters.”

CBI arc already carrying on investigation in the whole case of fraud
committed by M/s, UPCC L.td.. in respect of supply of road rollers against
contracts placed by DGS&D. (Bl are also looking into the question as to
how the substitution of engines took place after the road rollers had been
inspected. 1 have been dirccted to draw your kind attention to this re-
commendation of the PAC as it is appropriately for CBI to investigate this
case of fraud about substitution of engines.

Recommendation of the Committee .

“The Committee hope that the Government will ensure that prompt and
thorough investigation is made bv the Department of Company Affairs, the
Central Burcau of Iavestigation and the Department of Supply, in close co-
ordination with one another, to ascertain the assets of the firm in question
and to suggest concerned measures to safeguard the Government’s financial
interests. Government should also consider urgently the question of taking
posscssion of the assets of the firm to ensure that these are not in any way
dissipated. The Committee would in particular like the Government to go
into the question of accounts of the firm after December, 1965, The Com-
mittee need hardly suggest thar money, if any, passed to UPCC (P) ltd.
and to othcr associated firms should be particularly checked, to make sure
that assets of UPCC(P) Ltd. which owe Government Rs. 1.92 crores, are
not in any way dissipated.”

fPara 6.26 (S. No. 52 of Appendix X) of
ist Report (Fourth Lok Sabha))

Action taken by Governmen, :

D.G.S.&D. have had numcrous meetings to consider what measures
can be taken to attach or otherwise appropriate the assets of M/s. UPCC(P)
Ltd. and its sister concerns. They have also received three reports from
the Department of Company Affairs on the assets of the firm. These re-
ports cover the period upto 31-12-1965 only. The Department of Company
Affairs could not compile the financial position of the two companies for
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1966 and 1967, as the Accounts Books of both M/s. UPCC(P) Ltd. and
M/s. Agrind Fabrications havc not been completely written after December,
1965 and tho published Balance Sheets arc only upto October, 1965 in the
case of M/s. Agrind Fabrications and upto 31-12-1965 in the case of
M/s. UPCC(P) L.

Regarding prevention of dissipation of asscts by the firm, the following
steps were taken —

(a) Application for arbitration,

(b) Suggestion to the Reserve Bank to withhold permission from
the firm to cxpatriate its monics.

(c) Suggestion to the State Governments to withheld payments to
the firms, other than those duc under the contracts.

As Arbitration proceedings were then pending and all out cfforts were
being made, though without success, to obtain some definite information
through the agency of C.B.I./Department of Company Affairs about the
present financial position/present assets of the firm, no immediate action to
apply for an attachment order from the Courst could be taken.  Recently
certain developments have taken place. M s, U.P.C.C, had filed 7 applica-
tions in the Calcutta High Court for various relicfs, including one for super-
scssion of the arbitration agrcement in the contracts which are subject matters
of the arbitration procecdings and obtainced stay order. In order to see that
the assets of the fum arc not dissipated, it was decided to agree to the
supersession of the arbitration agreements and simultaneously institute suits
in the Declhi High Court. Accordingly, D.G.S. & D. have filed 23 suits
against 23 different A/Ts for a total claim of approximately Rs. 1.72 crores
including 6% simple interest on 1-9-1967.

The suits filed are of three types and three sets of plaints were filed for
three different categories as under ;—

(i) 10 cases where no road rollers were supplied.
(i1) 6 cases where A/Ts were cancelled partly/compictely, and

(iii) 7 cases where part supplies were made and the remaining quanti-
ties remained to be supplied.

In all these cases 90% puyment against inspection was drawn by firm.
Wherever contracts have not been cancelicd, D.G.S. & D. have asked for
specific performance. D.G.S. & D. are aware that the firms arc not in a
position to perform the contract but on technical consideration it was felt
by the Ministry of Law that this would be proper way of framing the suit.
D.GS. & D. have asked for refund of moncy in the alternative in all
cases.
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D.G.S. & D. had in all the above suits framed asked for an interim
injunction and/or attachment of all the known assets (upto 31-12-65)
viz. (a) the loans and advances of M/s. UPCC(P) Ltd. to its associatc
concerns, (b) sharcs in the name of M/s. UPCC (P) Ltd. in associate
concerns and (c) sharcs owned by all the share-holders of UPCC (P) Ltd.
in the said and associate companics. The lcarned Judge was pleased to
grant the request and has passed interim attachment order in the following
terms

“Grant an injunction restraining the defendants from  wasting,
damaging, allienating, selling, removing or disposing of their
property until the disposal of the suit.”

D.G.S. & D. have in their suits impleaded the 9 share-holders of M/s.
UPCC (P) Ltd,, in all their 23 suits, seeking their personal liability by
picrcing the corporate veil on the ground of fraud and mala-fide intention.
Interim injunction rcgarding their holdings in these companies also has
been obtained.

Recommendation of the Committee

“The Committee nceed hardly stress that expeditious action should be
taken to sct the arbitration proceedings going. They would  also  like
Government expeditiously to cxamine the question of obtaining an attach-
ment order against the firm and taking further action to safcguard the
tinancial intcrests of the Government,”

[Para 6.32 (S. No. 53 of Appendix X) of
Ist Report (Fourth Lok Sabha)

Action tuken by Governmeny .

DGS&D did refer in April, 1967, 26 cases covering 379 road rollers
for arbitration. The firm has obtained interim stay order of the Calcutia
High Court on 18-7-67. Arbitration proceedings arc thus stalled. Later
on, as decided in consullation with the Ministry of Law, DGS&D have
conceded before the Calcutta High Court, that arbitration will pot apply
1o there contracts. Simultancously, DGS&D have filed 23 suits covering
339 road rollers in the Delhi High Court, secking the attachment of pro-
perty of thc company and/or its share holders and for an injunction res-
training them from disposing of the property until the disposal of the suit.
The Court has granted an interim injunction to this cffect. Suits werc not
filed in the remaining cases because of certain technical hitches.

Reconunendation of the Committee .

“A perusal of the preceding chapters tells the story of a veritable chain
or series of lapses on the part of various governmental authorities. It
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would be stretching credulity too far to believe that individual lapse can
be explained by its special circumstances and that the fact that they all took
place in regard to the same deal can be considered coincidental, Jt is this
pattern that persists throughout the case that was a matter of concern to
the Committee and should be a matter of concern to Government.”

{Para .1 (S. No. §7 of Appendix X) of
1st Report (Fourth Lok Sabha))

Action raken by Governmeny

The C.B.L. are investigating the matter.  On receipt of their report,
departmental action will be taken against the officers concerncd where
necessary.  Based on C.B.I, Investigation Report if any case of coltusion
of officials with the firm is brought to light, suitable action will be taken
and P.A.C. will be informed.

Recommendation of the Committee :

“In order to sct the matler in proper perspective, it may be worth-
while fisting bricflv the serious lapses that have been laken note of in the
carlier chapters

(1) The placing of orders for 1229 road rollers at a cost of Rs. 6.01
crores on an unregistered firm from 1959 to September. 1966,
without any attempt at verification of its financial standing
and production capacity and without insisting on & deposit by
way of sccurity:

{2y The granting in July, 1963 of a relaxation in the standard
terms of payment which cnabled the firm to draw 90 per cent
of the cost of a road roller on inspection without any proof
of despatch;

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

(b) in spite of the turning down of six similar request< made
carlicr by the firm; and

(¢) without consulting the Chicf Pay and Accounts Officer.

() Failure to connect six requests of the firm dating back to
March, 1960 while cxamining their seventh request. Another
disquieting feature is that the offer of 4% discount made by
the firm in the fifth request, which would have reduced the
price of a road roller by about Rs. 1,900 was not taken up
with the firm while cxamining the seventh request. This gave
the firm an unintended councession of about Rs, 20 lakhs on
1,053 road rollers. for which relaxed terms were made appli-
cable from July, 1963,
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(3) The failurc to scrutinise the proposal regarding relaxation in

(5

(6)

(%)

(9)

(1)

(1D

terms of pavment in all its aspects, the failure to make provi-
sion for an indempity bond or effective scrutiny from the firm,
and the insertion in the contract instead of clause which did
not adequately safeguard the financial interests of Govern-
moents.

The failure 1o include even this clause in AT issued after
December, 1963,

The failure to carrv out a review of the relaxation in the terms
of payment at the end of a period of six months as was con-
templated in Junc. 1963, despite

(2) the delav in the despatch of roed rollers after drawal of
90% advance payment by the tirm having been brought
to the notice of the DGS&D in November, 1963 by the
P&EAQ, Calcutta: and

th) the complaint reccived in  January, 1964, from the
Director General, Border Roadc, about inordinate delay
in the despatch of road rollerc after drawal of 9097 ad-
vance by the firm.

The failure to verify whether the refaxed terms actuallv result-
¢d in increased production as they were meant to.

The failure to mark the A/Ts placed on the firm to the Prog-
ress Wing, resulting in failure to detect in-ordinate delay by
the firm in the despatch of road rollers.

The failure to investigate cffectively and to report on com-
plaints specifically. marked to the Progress Wing, Calcutta.

The failure to exercise effective inspection so as to cnsure that
inspection marks on road rollers were not erased or tempered
with and that the same rollers were not produced more than
once for inspection.

The failure to take timely action cither to revert to the stan-

dard terms of pavment or to institutc a comprchensive inquiry

despite;

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

(b) complaints by the P&AO of thc Department of Supply
hinting at thc questionable designs of the firm; and

(c) cvidence that was available that it was not the non-
availability of railway wagons that was the cause of delay
in the despatch of road rollers,
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(12) The failure v take timely action to adjust the price of 69
road rollers, for which orders were cancelled after payment
of 90% uas advanced against other payments duc to the firm.

(13) The failurc of Government to use its pivotal position to re-
cover the advances made to the firm by refusing to issue re-
lease orders in favour of quasi-governmental indentors  until
the advances were returned.

(14) The failurc to raise the question of the unsatisfactory per-
formance ot the firm and of the road rollers supplied by it
even in October, 1965, when the Negotiating Committec con-
sidered the yuestion of enhancement of the price of road
rollers.”

{Para 8.2 (S. No. 58 of Appendix X) of
Ist Report (Fourth Lok Sabha)]

Action tahen by Government

This recommendation s recapitulation of ~scveral earlier recommenda-
tions which have been dealt with separately,
Recommendation of thie Committee :

“The cumulative rosult of these series of lapses by various povernimental
authoritics has been that the firm drow 904 advance payment on proof of
inspection and deluyed the despatch of road rollers. At the end of Decem-
ber, 1966 the firm had yet to deliver 419 road rollers against which they
had drawn advance payments amounting o about  Rs, 1.92 crores. The

amount of interest on this advance up to 31t December, 1966, works out
to as much as about Ry 29 lakhs,

[Para 8.3 (8. No. 59 of Appendix X) of
Ist Report (Fourth Lok Sabha )

Action tihen by Government

The series of lapses by various povernmiental authorities are under in-
vestigation and the P.AC. will be informed of the result in duc course.

The present position is that the firm has yet w deliver 403 road rollers
against which 90%¢ advance payment on proof of inspection wus drawn,
totalling Rs. 1.85 crores approximately excluding interest.

Recommendation of the Comunirtee :

“The Committee would be failing in their duty if they Jdid not draw
attention to the gravity of these lapses which in their cumulative cffect in-
dicate cither collusion or gross negligence of a culpable kind on the part
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of certain officers.  The Commnttee cxpect that these lapses w.il be investi-
gated and severe disciplinary action taken aganst  all who are guilty  of
failure to safeguard the financial interests of the country.”

[Para 8.4 (5. No. 60 of Appundix X) of
Ist Repert (Fourth Lok Sabha). |

Action wken by Government

C.B.1L. invostigations are proceeding.  Bused on CBI'S report, when re-
coived, suitable action will be taken. The CBI have beon requested to
expedite their report. The P.AC. will be informed in due course,

Recommendation of the Commiiuee .

“On the basis of the materiad before them, the Committes find st dufticult
to take a complacent view of the behaviour of M/s. UPCC Private  1ad.
Having approached Govt. and sccured a relaxation in the terine of paytent
very much to their advantage on the plea that this would tnauble them to
increase production, they did not utilise the advances for the purpose in-
tended and indulged in cven greater delays in delivery than before the con-
cession way made.  They failed to deliver 419 road rollers against which
they had drawn 909 advance payment.  The  delay in despawch greatly
increased after July, 1963 when the terms of payment were redaxed, such
delay being 12 to 25 months in 80 cases: 0 to 1D monthy, m 232 cases;
3 to 5 months in 148 cases und 1 o 2 months in 94 cases. Tt s was durimg
a period when other supplices of road rollers did not generalty take more
than a month to despatch road rollers after inspection.”

[Para 8.5 (S, No. 6] of Appendix X) of
1st Report (Fourth ok Sabha) ]

“The firm went further and obtained paviments on the  basiv of false
Railway rcceipts.  In another case, the road rollers were actually delivered
by road after two years of the declared dute of despatch by rad in the ad-
vance payment bill.  In one case they sent only accessories instead of road
rollers as mentioned in the railway reeeipt There are 19 reported cases
where 4 cylinder engines in the road rollers were replaced by 3 cylinder
engines after inspection. Between July 1963 and September, 1966, the
firm drew 907 advance payments to the tune  of about Rs. 192 crores
against 419 road rollers which they did not deliver.”

[Para 8.6 (S. No. 62 of Appendix X) of
Ist Report (Fourth Lok Sabha).]

Action taken by Government -

These observations relate 10 the behaviour of M/s, UPCC tid.  The
firm was blacklisted along with their Associated concerns, but these orders
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are held i abeyunce under orders of the Calcutta High Court.  CBI in-
vestigations are procecding. Based on CBI Report, when received, suit-
able action will be taken.  The CBI have been asked to expedite their re-

p()n. . f x"ﬂ

The P.AC will be informad of the result of these  enquiries in due
course.

Recommendation of the Commiyee .

“The Committce note that some departmental instructions have been
issued not to do any business with this firm or its associate firms and the
fact that such instructions have been issued  has also been intimated to
others concerned  This, however, can hardiy be considered adequate. In
the Committee’s view, the most expeditious action meeds to be taken in
consultation with the Ministry of Law, the Department of Company Affairs,
the Reserve Bank of India and the C.B.1. to cnsure that the firm do not
dissipate their assets or pass funds on to their associate companies and in
particular to U.P.C.C., the partnership firm.  The Committce cxpects Gov-
ernment expeditiously to complete the current investigation and to  take
strict action against the firm so that it may act as a deterrent.”

{Para 8.8 (S. No. 63 of Appendix X) of
1st Report (Fourth Lok Sabha).]

Action taken by Governmeni

The comments offered against para 6.26 (S. No. 52 of Appendix X)
cover this recommendation also.

Recommendation of the Committee :

“The Committee also suggest that  Government should expeditiously
cxamine the performance of the firm and its associate companics regarding
the supply of stores other than road rollers so as to ascertain if any mal-
practices have been indulged in and to take suitable action to safeguard the
public interest ™

[Para 8.9 (S. No. 64 of Appendix X) of
the Ist Report (4th Lok Sabha).]

Action taken by Governmen! :

The Comments offered aguinst paras 7.8. 7.9 and 7.10 (S. No. 55 of
Appendix X) cover this reccommendation also.

Recommendutions involving Vigilance Aspects

Paras 2.10. 2.16, 2.17, 3.23 & 3.24, 3.35, 3.36, 3.37, 3.38, 3.39, 348,
3.63 & 3.64.3.71, 3.76, 3.77, 3.78, 4.10, 4.21, 4.22, 429, to 4.31,



87

440, 10 4.44. 445, 456, 463 and 608 (S. Nos. 2, 3, 4, 3,

8 9, 10, 11, 12, 15, 17, 18, 21 23, 24,25, 34, 35, 36, 37,

38, 39, 42, 43 and 5! of Appendix X) of the 1st Report (4th Lok
Sabha).

Action taken by Govt. .

These 25 recommendations involve vigilunce aspects which are  being
enquired into by the Central Burcau of Investigation.  The muatter is being
pursued with the C.B.1. for cxpuditing these  investigations,  An extract
from the report of the C.B.L dated 12-2-1968 is reproducad below i

“The reasons for the delay arce that the present  case, from the in-
vestigation point of view, is a case of colossul propuortions. The
fraud is spread over a period of three years. It involved about
100 contracts and the Road Rollers supplicd by the firm arc
spread in the interior all over the country.  The witnesses to
whom the Road Rollers have actually been supplicd have to be
located and questioned.  Leaving aside the Registers, Books of
Account scized from the accused firm, the files which required
to be scrutinised totul 1,44,707 pages.  In respect of each con-
tract, corresponding records of the DGS&D and the Indentors/
Consignors are also required to be obtained  and scrutinised.
There are over Y00 Road Rollers figuring in the case and in
respect of each one of them, 1t s required to be determined by
collecting evidence whether the Road Roller in question had or
had not been mumufactured by M5, Agrind Fabrications Ltd.
at the time when these were claimed o have been inspected.
The number of public servants, whose conduct required to be
looked into, is also unusually large. The investigation was
also handicapped at the initial stage because all the oflicial re-
cord was required for being made availuble to the P.A.C. and
was, therefore, not available for the purpose of investigation.
Due to all these reasons, the investigation is likely to take quite
sometime to be completed.”

The Central Bureau of Investigation have turther stated on 19-3-68  that
investigation is being pursued vigorously und that in respect of some of the
road rollers, the investigation iy likely to be finalised shortly.,

Action in respect of thess 25 rccommendations will be processed by
Government when complete records and/or the investigation report of the
Central Bureau of lavestigation become available. The Public Accounts

Committee will be informed of the final action takcen in the matter by Gov-
crumont.

Meaawhile Govermment kave continued their efforts to obtain delivery
ef the road rollers in respect of which advance payments were drawn by
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M/s. UPCC (P) 1ad., Calcutta. In the Jast week of March 1968, the
firm have offered to deliver the outstanding road rollers & 10 nos. in April
1964, 10 in May 68, 15 in Junc 1968 and thereafter 20 nos. per month
till the entire outstanding quantity is liquidated. As a token of their bona
fide intention to cflect these deliveries, the firm have also agreed to transfer
to thc Government shares of the face value of Rs. 20 lakhs held by them
in therr allied concerns and also to give an undertaking to the effect that
the Gowermment of India would have the first lien on Rs, 20 lakhs out of
the amount advanced by the Company to Messrs. Assam Sillimanite  1ad.
and that as and when shares of this amount arc allotted, the same would
be pledged with the Government of India as security.

2. In pursuunce of these discussions, M:s. UPCC (P) Ltd. have since
dehvered to the Government on 19th and 27th of March, 1968 shares of
the aggregate value of R« 20 lakhs pertaining to their allied concerns, held
cither in the name of the partnership concern M/s. UPCC or in the name
of individua! Directors. These shares along with the related documents of
transfer to Government are under scrutiny in consultation with the Minis-
try of Law and the Department of Company Affairs.  The firm, however,

has not yet commenced supphy of road rollers.



APPENDIX V

SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS

S. No. Para No. of Ministryv/Deypt1, Concerned Conclusion/Recommendation
Report
1 2 3 4
1. 1.2 Supply The Committee regret that so far replies have been furnished by

Government in respect of only 40 recommendations out of 67 and that the
latest communications in respect of some of the vital recommendations
were received as late as the beginning of this month.

2. IR Home  Aifah ¢ The Committee are not happy with the progress made in the case by
(Cential - Rucar of dnvaestiva- the Cential Burcau of nvestication, Considering that  the  firm had
hon ) drawn advances amounting ‘o Rs. 1.85 crores, the case should have been

investigated with the utmost expedition and finalised without delay.

3 1.9 -do- The Committee would like to emphasise that as each A/T  constitu-
tes an agreement by itself, it should have been possible for the Central
Bureau of Investigation to complete investigations in respect of at least
some A ‘Ts and iniate prosecutions so that action could be taken without

delay.



2 3

1.10  Home Afiairs

(Central Bureau of Inves-
tigation)

1.11 -do-

1.19  Supply
CB.I.

1.27  Supply
Company  Afjairs
Finance

4

It would also be appreciated that delays may lead to tampering with
records, change of officers and directors and the dissipation of assets. If
it is a question of coping with the volume of records in a case, the
Central Bureau of Investigation should deploy the necessary staff for the
purpose but in no case should important imvestigations be delayed. The
Committee are not impressed with the reasons given by the Central Bureau
of Investigation for the delay in completing the investigation,

The Committer also desiie that Government should examine how far
the Central Burcau of Investigation is handicapped in the investigation of
such Important cases due to lack of sufficient staffi or authority. The
Government may examine whether the Central Burcau of Investigation

requires further  strengthening to  complete  such  investigations  expe-
ditiously.

While the Committee note  the  Ministry’s  anxiety to recover the
amount of about R« 2 crores unauthorisedly kept by the party, they
cannot too strongly stress that, as Government are responsible for main-
taining the highest traditions of integrity and public conduct, it is their
foremost duty to ascertain whether  any  fraudulent  practices  liable to
criminal procecdings have been committed and to spare no efforts to bring
the guilty to book us a deterrent to others,

The Committee had expected Government to redouble their efforts to
ascertain how the amount of R«, .85 crores taken as an advance by the
firm had beea disposed of.  The Committee are disappointed to find that
evep now Government have no clear idea about the manner in which this
amount has been disposed of by the firm.

0R



8. 128  Supply

9. 1.29
10. 1.30
1.31

Company Affairs
Finance '

-do-

-do-

The Committee find that in the last available balance sheet of U.P.C.C.
Private Ltd. for 1965, an amount of Rs. 1,08,86,172.56 has been shown
in Schedule ‘G’ of the Report as having been given as loans apnd ad-
vances without any security other than the debtors’ personal security, The
Committee note that investigations carried out by the Department of Com-
pany Affairs show that “over a crore of rupees had been transferred (by
U.P.C.C. Pvt. Ltd.) to the earlier partpership firm.”

A further clue to this is available in the U.P.C.C.’s original application
and their subsequent letter of 1st March, 1968 pressing their request to be
allowed to purchase shares of the Indo-Burma Petroleum Company Limited
which would involve a purchase price of Rs. 1,24,57,100/- and a further
sum of £50,000 on account of sale proceeds to be transferred to the UK,

The Committee also find that in a letter dated 4th November, 1967
to the Minister of Supplies, M/s. U.P.C.C. Pvt. Ltd. stated in‘er alia as
under :—

“Addttionally, from Rs. 50.00 lakhs advanced by U.P.C.C. Pvt. L.
to Assam Sillimanine Ltd., for the Ramgarh Refractory Project,
U.P.CC. Pvt. Ltd. expects to get shares at Jeast to the cxtent
of Rs. 20.00 lakhs.”

The Committee consider that Government have not carried out a
thorough investigation into the manner in which UP.C.C. (Pvt.) Lu.
have disposed of an amount of Rs. 1.85 crores received by them as advance.
It is ali the more disturbing that when the firm approached Government
on more than cae occasion with offers of shares of their allied or subsidiary

L 1 LSS/68
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11

12,

13.

14.

1.32

1.33

1.35

1.36

Supply

Supply

Finance
Company Affairs
Law

CBI

companies as security or with the request to permit to purchase shares of
Indo-Burma Petroleum Co. Lid.,, Government did not question them
closely about the source of their funds.

In view of these facts the Committee are not able to appreciste the
plea that the U.P.C.C. Pvt. Ltd. do not have enough liquid assets to pay
back the advance of Rs. 1.85 crores (together with interest thereon)

which have been retained by them in an unauthorised manner without duly
delivering road rollers.

The Committee would like Government to take urgent steps to recover
the amount.

The Committee consider that Government should have pressed the firm
to file an affidavit of their assets so that they had a clear picture of their
assets in order to compel the firm to return the advance of Rs. 1.85 crores
unauthorisedly retained by it

The Committee note that the firm have offered to supply road rollers
in instalments and that, as a token of their bona-fides, they have submitted
to Government shares of the aggregate face value of Rs. 20 lakhs pertain-

ing to allied concerns held either in the name of the partnership concem.

(M/s. UP.C.C.) or in the name of individual directors. The Committee
note that the arrangement with the firm would cease to exist “as and when
the interim injunctions in respect of blacklisting orders etc. were vacated
by the H'gh Court.” The Committee would not like to go into the detailed
implications of this proposal as they have no doubt that Government will
take proper care to safeguard public interest. They would, however, like

8



to sound a motc of caution and to stress that, while taking a decision on
the offer of the firm, the Government should keep in view the following
aspects of this case :—

(i) The legal implications of the proposal made by the firm;

(1)

(i)

(1v)

(v)

(v1)

The effect that such an arrangement would have on the suits
filed by Government and on the launching of criminal proceed-
ings against the firm or relevant individuals in a court of law,
particularly when it is understood that investigations in seven
cases have almost been finalised.

Whether the requirement of road rollers by the indentors still

holds good and how far these road rollers to be supplied by
the firm will meet requirements, particularly in view of the
part experience of defective rollers supplied by the firm and
reported from after sale service (of Paras 4.7, 4.10 and 4.25
of First Report—4th L.S.).

The implications of the acceptance of road rollers offered by
the firm on the extension of the date of delivery of contracts,
the recovery of interest charges (which worked out to Rs. 29
lakhs on 3{-12-1966) for the advance retained by the firm and
the recovery damages on account of losses (actual or poten-
tial) suffered by the indentors on account of delay/non-supply
of road rollers.

Whether acceptance of the proposal may cnable the firm i
misrepresent the position cither to the other Ministries of
Government of India or State Governments or Statutory
autonomous authoritics.

The present Intrinsic value and the genuineness of the shares
offered by the firm as a security.

€8
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2

15.

16.

1.37

2.3

Supply

Supply

(vi1) An cxamination of the lien on the amount of Rs. 20 lakhs for
the purchase of shares out of Rs. 50 lakbhs advanced by the
company in advance of the allotment of the same by Assam
Sillimanite Limited.

(viii) Whether the firm will be in a position to fulfil their promisc
to supply road rollers in the light of their past performance.

(ix) Its impact on the request made by the firm for permission to
purchase shares of the Indo-Burma Petroleum Co. Ltd. at a
time when the firm have not paid back the advance of Rs. 1.85
crores unauthorisedly drawn by them and interest thereon
cither in cash or by the supply of road rollers.

The Committee cannot too strongly stress that, in examining this proposal
of Messrs. U.P.C.C. in all its ramifications, Government will make sure that
not only will the firm in fact deliver the road rollers in accordance with
their offer, but also that the right of the Government to take criminal action
as a result of the current investigations by the Central Bureau of Investiga-
tion or any othcr Governmental agency is not fettered or prejudiced in any
manner.

The Committee find that the D.G.S.&D.’s Office Order No. 141 dated
26-11-1966 refers not only to para 261 of the Manual of Office Procedure
for Supplics, Inspection and Disposals but also to earlicr Office Order No.
69 dated 24-5-63 and Officc Order No. 152 dated 22-11-63 which enjoin
that adequate sccurity such as hypothecation deed and insurance cover/
Bank Guarantee should be obtained before authorising ‘on account/progress

¥e



payments, which are in the naturc of payments in advance of despatch of
stores covered by the contract.

The Committee are of the view that, if the Chief Pay & Accounts Officer
had been consulted as enjoined by para 265 of Manual of Office Procedure
for Supplies, Inspection & Disposals on the principles outlined in office
orders of 24-5-63 and 22-11-63 had been applied in this case, it should
have been possible to safeguard Government’s interests. The Committec
desire that the failure in the above respects should be investigated and
action taken against the parties found at fault and report to the Committee.

While the Committee would not like to pursue this aspect further, they
are not satisfied with the above explanation. The fact remains that the re-
quest of the firm regarding the withdrawal of discount of Rs. 250 per road
roller was not examined by the Department of Supply and/or the Ministry
of Finance in the light of the relaxation in the terms of payment which had
been agreed to by them in July, 1963, thus involving an unintended conces-
sion to the firm of above Rs. 1900 per road roller at 4% discount carlier
offered bv the firm in their fifth request of April, 1961.

The Committee desire that remedial action should be taken in the light
of these facts to ensure that complete papers are placed before the Depart-
ment of Supply/Ministry of Finance at the time of the consideration of a
request from a firm for grant of any concession in terms of payment or
withdrawal of discount.

c 3



I 2
20. 2.18.  Supply
Finance
21. 2.19. ~do-
22. 2.20 ~-do-
23.

223, Supply

4

The Committee note that Government propase to appoint a Deputy
Director, Registration, in the office of the D.G.S. & D. who “would be faily
qualified to examine, in a comprehensive manner, the capital structure of the
compantes, their balance sheets and profit and loss accounts and thus would
be in a position to make a correct assessment of the financial soundaecss of
the firms for registration purposes”. The Committee also note that “in

doubtful and complicated cascs it is proposed to provide that the Mimistry
of Finance should be consulted in such matters”.

The Committce would like Government 1o review the position in the
light of cxperience gained after one year. The Committec also desire that
in the light of such a revicw. general principles should be laid down for
determining the types of complicated and doubtful cases, which would re-

quire prior consultation with the Ministry of Finance before registration of
the firms.

As regards the placing of orders on unregistered firms, the Committee
suggest that where it is proposed not to consult the Ministry of Finance.
Government should obtain adequate security deposits to safeguard their in-
terests. The Commitice feel that where large orders of say Rs. 5 lakhs and
above are placed on an unregistered firm it would be in Government’s own

interest to have the standing of the firm thoroughly checked in consultation
with the Ministry of Finance.

The Committec regret to note that, even though their Report in this

case was presented to the Lok Sabha on 4th August, 1967, the Department '

have not so far been able to issue an amendment to the Manual of Office
Proccdure for Supplies. Inspection and Disposals of the Director General,
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24. 2.26.  Supply

25. 2.31. -do-

26. 2.38.  Supply

Supplics & Disposals. The Committee desire that such action should be
taken forthwith to ensure that all cases which involve any departure from
the standard terms of payment with substantial financial implications should

be examined by the Financial Adviser concerned before final orders are
passed.

The Committee note that Government are contemplating revision of the
procedure to cnsurc thay a supplier cannot get away with advance paymeat
without actually despatching the complete goods after inspection. If the
revision of the procedure is likely to take some more time, the Committee
suggest that instructions should in the mcantime be issucd forthwith 1o all
consignees to bring promptly all cases of short supplics to the notice of
the Pay & Accounts Officer concerned for appropriate action.

The Committee would like to be informed of the revised procedure
when finalised and given effect to.

It is obvious that not only was it incumbent on the office of the D.G.S.&D.
to mark a copy of the A/T to the Progress Wing, but also on the Progress
Wing to ensure that the stores were actually despatched, as the order was
admittedly on an unregistered firm. The Committce would like Goven?—
ment to investigate the matter further in the light of this and fix responsi-
bility for failure to mark the A/Ts to the Progress Wing.

The Committee are not convinced by the Mimistry’s explanatfon that
“the fluctuations in the monthly output of M/s. Agrind Fabnc.atlons are
not of much significance and therefore did not attract the. attention of the
visiting Inspectors because they are used to such fluctuations.” The rcal
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27.

28.

29.

2.39.  Supply
CBI

2.47. Supply

int is that the firm were expected to increase their production from 20
to 30 road rollers per month in view of the rclaxed terms of payment, but
verification of this increasc which was imperative in the circumstances was
not carried out by the inspectorate. The Ministry appear now to take into
account the firm's recorded annual production figures which showed an
average of 30 per month for 1964 and 1965 though, in the cvidence before
the Public Accounts Committce, the Sccretary to the Department of Supply
had admitted that “It (production capacity) was not checked up; capacity
certainly was not even 30 per month.”  (of para 3.62 of the First Report
of the Public Accounts Committce—Fourth Lok Sabha).

The Committee note that the question of likely collusion of the inspectors
is under investigation by the C.B.I. The Committec would like to await
the outcome of the investigation.

The Committce note from the reply given to para 8.11 that Government
are thinking of prescribing a comprehensive insurance policy to be taken
out by a firm which is allowed relaxation in terms of payment so as to cover
the following eventualities :—

(i) wrongly withholding dclivery;
(ii) delaying delivery without any justifiable cause; and
(iii) converting the property entrusted.

The Committec would like Government to finalise these proposals at

an early date and implement them to avoid a recurrence of such cases..
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The Committec would like to know the extent of liquidated damages
levied in respect of delays in contracts mentioned in Appendix 1X of their
First Report (Fourth Lok Sabha) and steps taken by the Government to

recover the same.

251, Supply

The Committee note that the project Directorate have reported that out
of 23 cascs where orders had been placed on M/s. U.P.C.C. Ltd., there are
4 cases as mentioned above which smack of fraudulent dealings of the firm
and which were referred to the Central Burcau of Investigation for investi-
gation in Junce and Scptember, 1967. The Committee desire that the Central
Bureau of Investigation should complete their investigation of these cases

expeditiously.

2.52. ~do-

The Committee would like the Department of Supply to ensure that, in
the case of orders placed by other Directorates where cither the goods have
not been supplied or other malpractices have been indulged in by M/s.
U.P.C.C. and.or its other associate companies. the cases are referred to the

C.B.L. for investigation,

-do-

ra
n
'ad

The Committee find that the D.G.S.&D's instructions issued in their
O.M. No. 3(8),67-O.&M. dated the 4th September. 1967 (referred to in
Department of Supply’s reply on S. No. 40 ibid) do not specifically cover
shortcomings in the organisation in regard to dealing with the complaints of
consignees. The Committee suggest that the D.G.S.&D. may devisc a
procedure by which all serious complaints received from consignees are
immediately brought to the notice of and also periodically reviewed by the
senjor officers of the organisation so as to ensure and prompt proper action.

2.57  Supply
DGS&D
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34. 2.58. -do- The Committce may be furnished with a copy of the comprehensive in-
structions which may be issucd by Government in the matter,

35. 2.59.  Supply The Committee also find from the replics of the Department of Supply
in respect of the recommendations contained in Paras 3.94, 3.72, 4.49, 4.75
to 4.78, 5.10—>5.12 that the vigilance aspect/fixing of responsibility in these
cascs is under examination. The Committce desire that examination of
these cases should be finalised without dvlay so that the persons found at

fault do not escape disciplinary action.
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