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3.  .41 their. kitfinp hclil on t l ~  (lib April. IUOS (i:crrlmwn i~nd  Aftcr- 
won). thc Sut~-('wnn~itl\.c supp%:d that thc ~ ~ ~ ~ ~ ~ - ~ r . n t : ~ t i  of Govcrmnent 
~ncluding t hc  M i n i h c s  of Supplt. IIOIIIC .\I1' ;11r\ .  I.,;1n, i n  L ~ w ,  
klnancx. ctc. ni i~ht  bc in\~ircc! to fcnrldr L * \  i t l ~ . t ~ i ~ .  I~c l 'o r~  1 1 1 ~  C'ornmit1c.c so 
that the l u i l  in~pIic:~lions of fhc c o ~ i i ~ ~ l i ~ n i ~ ; l t i o ~ ~ i ;  h l ~ d  I ~t April, I068 rc.ccivctl 
Irom <;ovcrn~ncnt could hc !horot~ghly prwc 11;io. 

5 .  Chaptcr I I  :11' tlic R c p ~ r t  u n i  c,md:r~*i l  and adoptccl by thc Suh- 
Ccmmittee at thcir ~itt ing held on tllc Slli April. 1968 and fimlly i~cPoptcd 
by the main ('ommittce o n  thC 10th April, 1968. Chapter I of the Kepwt 
wnc cnn4dcrcd and ailop?cd by thc Committee at thcir 6ittinp hcld c m  thc 
26th April, 1968. 

6 .  For f,rcility of reference the main reco~~~n~cncli~tionc~c~~nc\usic,n~ of 
the Gmmittcc h ~ c  been printcd in thick type in thc body of the Report. A 
statement qhowinp the sununary of the main rccon~mendations/obseriatians 
of the C,>mniittcc is nppcndcd to the Rcport (Appendix V). 

7. The Con~mittec place on record their appreciation of the assi.stance 
rendered to thcm in this matter by thc Comptroller and Auditor Gcncral of 
India. 

. C a s e d  to bc ;I Murnkr o f  thc Committee w.c.f. 1 ct April, 1968. 
+Not p-intsd. Oric cyclostylcd copy laid on the Table of thc Hntrsc ,1nd fivc :npics 

placed in P.wlismcnt Library. 
( V) 





1.4. Rcpl~c.\ t ' Gmcrnlncnr arc \till au.ukd in rcqxct  ul 3-7 rcconmicn. 
&ions. fhc  p).i:~tv~ In rcprel to thcw rccor~in~c~ndation~ tin* k e n  stated 
by the Departnm: 31 Suppl!, a \  follow :- 

1.5. As rcgasd. 25 rc;oninlc~idrttions which involvc viplancc aspects, the 
w e n t  of Supplp have stutcd that the matter is being pursued with the 
Cmtd Hurcau of Iavestiption. An extract from the report of the Central 
Bureau of Invcstig3tion dated 12-2-1068 i s  reproduced belrnv :- 

The  reasons for the delay arc that the present case, from the investigad 
tiop point of view, is a case of colossal proportbas. The fraud is sprcad 
ova a period of three years. It involved about 100 contracts and ths Road 



i 6. 'I i ~ c  I)q'r;~rttiicn~ of Suppl! hakc  ~ l x ,  i n f m c c f  t)rc Cnmmittci. that 
' thc ('cn1r;d Ihrrc.ttr ol Invcstipat~cm Ilaic further \ t a t c A  19-2-6s thal 
rnvrstigation i~ being pur\ucd v iprour ly  irnd that. in rc<pcit (11 w m c  .if thi 
I<o; id  R o l l c n ,  thc' in\c\tigation 14 i~ lc ly  lo hc finalized .h(vtl>". 

-.--- 
'Th.3 P ~ b k  &counts Cmmitter. cxltmincd the rcpremtativcs of C)omnamt 

an thc vubjacl on 26th & 27th May, 1qq7 :id p -csented their Rtp v t  to Lok Snbhn 
on 4th 4up\1st, 1067. 



1.10. It would &O be appmYcd that d r l i ~ s  ma? Imd 1 , )  tampc*? 
with records, change d o&xm and directon and the di4prliun of auwtr. 
If it h a qwdnn of cop@ nilb thc \ulumc of rcxard. in u caw, the 
Catral Rumnu of lnw&gaticm should d~plo! thc mccrYrr! \tuff for the 
porpow but in no caw &wM imporlunt iwr4gation. he driqcd. Tbf 
Caminittee arc not lmprrssal witb the ruuwns g i t m  b! thv ( cnrral Rurcau 
U( lnvestiption for the &by in compkting the in,estigaticrn. 

1 11. The Cummittcc also dcsirc thot (;ovc.tnmnt should c\amine how 
for tbe Ccnbpl Rumu of Investigation i\ hunclicapprd in thv invrdipsh,a 
of such important cases due to lack ~ 1 '  wtticicmt staff or authority. Tao 
CwcmWnt ma) e\aminc whcthcr the C1cnir:d Bureau 01 I n v ~ ~ ~ t h  
requires h~rther strcqtbtning to complctc such inv4gation6 r\pulititwsly. 

' . ln purwoncc 01 thcsc J i$cudonc,  , \ I , ' \ .  I IJ(. C ( P i  1 ~ 1 .  lrwc sincc 
dciivercd to thc' Gorcrnmcnt on I W h  mJ 7Trh I Mirrch, :.Jf>h kt1arc5 of thc 
aggregate \aIuc of Rs.  20 lakhs prtqining ro 111.11 ;lllicd coyierns, held cithel 
in thc narnc of ihe prlrtncrship concern M I'PCC ( : in the name of 
individual Directors. Thcsc \hares along trith the r e l ~ i ~ d  ilrxiiments of 
trmdcr to C;c?vr'mrnent are under scnrtiny :n ct)nsultation with thc 
Ministrj of La\( and the Department d Contpan) Affairs. Thc firm, however, 
hdi not yct commcnccd supply of Road Roller\." 

1.13. During evidence thc Committee cnquired whcthtr the ~ e ~ a r t - t  
of Supply have cxamined thc implication$ of the proposal made by the firm 



in cwukwitcrr with thc. u t k r  Ministries. Tbc Secrctrrr), DepaRment d SUP- 
ply 5t;rkxl. "Ycs Sir. M tralcvcr $1- we have takm haw been taken hr am- 
rultation ~ l t h  thc\ MIDI~WC, 01 La.  Finilncc i d  the Company Affairs. H e  
h v e  not aciudl) mcwcJ ;In inch utlhout constantly consulting these h41oidrifi 
ittd J t c r  gc'tttnp ~ C I I  ;id% ICC ,~nd apccnwnt that w e  haw proceeded with 
ncg~itraticms w~th thc hrm." 'Ihe C'cmmittce cnqulrad &out thc prcSent 
fitage of ncgot~stions, Thc Sccrctary, Dcpartmcnt of Supply staW . 
'Tiic hrnr Iuse aotu::ll\ prtduccd thc \ham\ d thc face value of Rs. 20 
IJUI\ . -171~ firm haw also 4cnt u\ a ropy of the resolution pass& by the 
Hoiird (if I)i~cctorc prmitt~ng t h m  to tramfer thew shares to the GOVW- 
rncrlt 'IIc! I w e  alw given 11s 4onlc blank transfcr deeds a4 rcqumd . . 
So tdr a.\ St, 20 lahh4 ~lhilrcs thc Assan1 Sili~manitc Ltd. are collcernrd. 
wc h ~ v c  IIU, rrccivcd an) information w far. But, what they have 
wid IS t l l i i t  t h  timc 4 s  w n  .I\ the shares arc ~ u c d  to U.P.C.C. (PI Ud , 
~h7 have adsmccd thc mancy to Awim Sillimanitc Ltd. they will transfer the 
sham lo the Governmrnt Mvmwh~k they will lot us have the first lies on 
this .~nrouat. Wc have aAcd a\ to whcn the] will transfcr thc sbarcs to t& 
U.PC.C. (P) Ltd. Thr\ rs the prcwnt position." The Committee enquired 
ilbout thc ~riirrnsic vduc of thc3e \haws. The iritncu statcd that they have 
askd thc Cwipany .Zll.~~r \ I)cp,trtmcnt to look into t h ~ s  thing and to let them 
knov, ti".(? ~11at  is cuctl)  the intrinsic value of thew shares. 

1.14. As rcgards tlic lirm'> undcrtirLing tu the efiect that thc Govenment 
of Indiu ~ o u l d  haw tlic lir\l Iicn on Ks. 20 1;rkhs out of the am a n t  advanced 
by thc C'on~pmy to M/4. A W I I ~  Sillinlanitc LtJ. and that a\  and \vheii 
41~1.cr 01 t h ~ ,  , I I I W ~ I I I I  312 al1011ctl. the s;inlc sho~ld  t~ plcdgcd 10 thc Gowin- 
nlcw of Ind1.1 ;is w c t ~ .  flw I)c'l~;r~t~l~ciit 01 C ' O I I I P ~ )  AtTit~r~ ti;~vc dncr\cd 
ns \ ! i ~ c l ~ t  - -  

I 15. 7'hc Cnmmit!cc ;14ctl whcthcr the D:partnicnt of Supply saw any 
danger in tlic acceptmcc of thc proposril as it might in some way compnwise 
thc positirw of Govcrnn~cnr liv-tr-\G :~nv cri~ninal or civil action that might 
be ncccsw! in the light (11 iri\c~ligation that is k i n g  ca?ductcd by the 
C.B.I. Thc Secretary. Dcpartmcnt of Supply stated : "Actually, this p i t i o n  
has h n  fu!!) .~nd thorougl~l) ~siimincci. Tn fact, we considered it only the  
o!fm da) 3t 3 mccting \vhich \ v ; t ~  hcld under thc Chairmanship of the Minis- 
ter (of Work\, Housing and Supply) when rill the Ministries were represented 
including thc C.R.I. and wc h a w  gone into each and every item careluIly, 
om 1-y onc ,:nd the ccr\clu~~on rcachcd was that thic will not in any way inter- 



1.16. The Comn~it~tcc cnquircd whcthcr tlic indentorb \\ouIcI in hrct DLY'J 
Utcsc road ndlcrs no\\ ii5 thc hupply h id  been dclaycd by cvcrirl )c,irs. I ' l ~ c  
witness stated that "thc A/Ts wcrc still valid nnd they hail not rccciiul ;uly 
instructions of the consignecs of cii,ncelling the order\. As WWI as thcy 
(Road Rdlcrs) were rcccived, thcy would bc dcspatchcd to the rcspcctive 
consignee.." The Conimittce p in t cd  out t h t  in caw some of thc consignecs 
refused to receive thc roird rollcrs duc ro thc clcliiycd \upplicv. it niight hc. 
wiscr t o  in\i\t that tllc tirni rcfundcd the cntirc urnotlnt of R<, I . S 5  a w e s  in 
cash. l 'hc Secretan. Dcpartnicnt of Supply. xt;itcil : "Sir, thi\ i \  against 
dcfixiitc h 1 3  for tlic .;upply of road rollcrs. M'c hwc  not heard f r i m  any 
singlc ccmipc 'c  that Iw d(br', not rcquirc r:~;icl roller.;. ' I ' h c r~4m.  \\.c are 
ohligxl i~rltlcr the rule\ to \upply thc r o d  rollci.+." 

1.17. l 'hc  Coninlittcc c~quirctl  \~llctticr i t  \ \a+ not ricccwry 1.01 (.iovcrn- 
nicnt to h d  into the cr'iniin;~l conduct of ttic p;~rl) ;I\ ; ~ p ; ~ t  iron1 thc rccokcry 
oi monq . Govcrnn~uit wcrc alw co~iccrnctl \\ . i t11 t h C  m;lintcni~r~cc 01' I;IW 
and order ;~nd with curh::iy t l~c  gro\vtli 01' irnti-bock11 ;~ctivific~. 'I Iic' Sccrc- 
tar). Dcp;~rtliic'nt of Sr~ppl). \t;ltCC1 : " l h c  I I I ; I ~ ~ C I .  i. I~cing fu11j inrc\tigalcd 
by thi. C.B.1. We have ;i.;hcd theni 1:) cxpeditc i t  ; I \  niilcli i l i  po.;.;ihlc. We 
h;:v: fo1.1 the111 that it thcre is any dircct cvidcncc of nialpructicr: fraud etc. 
in~nicdiatel!. criminal c a w  n u t  bc procccdcd with. 'l'he party mu\t not be 
shown an) consideration. ' I l~crc is no q u c ~ t i c ~ ~  of lenicncy towards t11c party 
who has got Governnicnt money as advance to the tune of Rs. 2 cmres. Wo 
h a w  takc.3 tllc advice of the Law hiinistry also for uhing civil irction." 

1.18. He added : "Thc filing of civil suit\ doc5 not rrt all ctTwt thc 
criminal liability and the C' .H.I .  inbedigation i4 going on. I f  cri~ninal liabi- 
lity i h  prwcd,  then going to thc civil court for rccovury of n m c y  will bc no 
argument for not takinz criniinal action." 

1.19. \Yhile tLe Committee note Llre Minidry's anxiety to recover the 
rrsartat td atmwt Rs. 2 mores unauthorisedly kept by tbc party, they cannot 
tao -1) strew timt, as Government pre mpwible for msWhhq the 
hilghest traditions of integrity and public coRdue4, it is their fore- duty 



to ewertoin nhctltr any fmrdobent p m d c c s  the  to crbiml pme+d'r#.o 
bvvc been comm#tcd and to Rprre ao dm to hrhg Ik g@ah to beak or a 
dcttmnt to dbm. 

I .20 ,  I'h,. ('ortmilics ;irked thc Sccrctary whclher the Drpiirtment d 
Suppl~ h i d  tnkcn q). 10 find cvut huw the firm had utiliscd the nrnount od 
Hs. I .s.5 ur,trcs dr;w.n hy it ;IS advance payment. Thc krc t iwy .  Ikp3rznmI 
d Sujyd! \tntcd : "N'c hav: no idca." 

1.2 1 .  I'lic C'X)n~niiftcc. h o u c ~ i r .  find frorn thc ankwer t o  St;~rrcd QUC+ 
~ h m  Ko. SO1 dated 241h Novcmbcr, I966 in the I,ok Sahha th:it Mews.  
U.Y.C.('. I'rivatc 1,tJ.. Calcutta applicd to thc (':tlcutta OtZcc (,I the Rocrvc 
Hanh of India for p w n i k r q  to purchast: 5,79.JO(J shares of thc lacc valuc 
al' I ( \ .  10 c;tch of Mew\. Indo-Hurrn;~ Pclrolcurn C'o. Ltd., Cirlculta reprc- 
rcnrin2 5 7 . W f , ;  of the equity capitill o f  the cornpan! at Rs. 2 1 .SO pet sharc 
fro111 Mcv+rh. Stcel 1)rrrthcrs di Co. l.id., U.K. 'fllc propmi~l rn\isaged a 
purctiaw pricc of R4. 1.24,57,l(M) ;tnd furthcr ;I rurli of .C SO.O(N) on account 
.of snlc p r t ~ c e d s  l o  hc tr:in4crrctl to U.K. ' l l c  pr:qwsal \na\ 4;ttc'd to hc 
irndcr c\:inrination of thc Rcwr\c Rank of Indi;r r i d  r h ~  Ministry of 
Petrdcrrni X. Chcmicnh. 

1.22. '1'11~ C~mniitlc;r a6Lcd cltxrut thc prc\cnl porition of tl1.i. application 
01' r l~c film 1'01 the p~rrc'hirw of ~Ii;irc\. Tllc .Acltlition;tl Scactary. DcparI- 
rllcril of I.ionoinic Aii.rir\. 5latcd : "'T'hc ;ipplii;ition was r i . j~x~c~.( l  by !tic 
I<c\.i.~w Ihnk 01' Indl;~ in April. 1967." t ic  alwl ;iJJtd : "tlc ha\ lilcJ & I  

uri! i : ~  (';~lcuttii High C:our.t in~plcding thc Rc.clxc> h n k  o! India .,i..o f,:r 
;tllowinp tlic purchase nl h;~rc \ . "  

1 . 2 3 .  I t  i.; also noticed from thc docunicnts I'irrnishtd to the C'c~mmittcc 
Ihi~t  the l i m  in ;i rcprcsc~at ion dntcd 1st March. 1969. have again r tqucs td  
( ic~ \ .~~rnn~iw:  itrfor c ~ l i r r  :I.; under rcgitrdinp the purc'hnsc of .;h;irc\ of Indo- 
l3ur111;t Pi.!rolc~rrn Coinlnny 1-in~itcd. 

" I n  t!rh ~ o n ~ ~ c c t i t ~ n  \LC rh:\uIJ like to submit that ; I \  pt.1 r~,i.:nt ar.- 
rmgctnents with !tic Minktry of Work\. Hau4ng ti Suppl!., scLuritiei 
its ~.cquirxd hy I ~ I C I I I .  haic hccn providcd 1'111. ihc pcrforrn;mcc of thc .. o u ~ \ ~ ; t ~ ~ J i n g  cclntr.,cts. . . . . . . . . . . . . .. 

"The itppr0v:rl oi thc purchase of Intlo-lh~rma Pctrolcunl shares, 
\\hich is pcnding since s c i m l  months. mil is invol\ i - ~ g  both the 
<;ovcrnmcnt and the fin11 in  llcnvy litigation costs ctc., Iwidcs frittering 
of rcsmrces. ccwld, if approved, help in quicker pcrformance of the out- 
s1mdin.c contracrs. [J.P.C.C. Private I A . .  could illso furrlicr mdertake 
tlm on the sharcs so acquired, thc Govcrnrncnt would havc thc sccoad 
lien o r  pmi pnsstr ch:qe  subject t o  the Stntc Dank of India's agreement, 
(which itself is Ciovcmment owned), till the outshndinp supplies of 
Road Rollers arc completed. The valuc of thcse shares would only 
pro\!ide additional cover to the Government for any outaanding against 
supplies due from U.P.C.C." 



"Thu4, it WCWU (I secn that the. irppr~vid t o  this put~h;i\c ~ i ~ t l d  Ih: 
fuund at!ngcthcr in Govcrnmcnt intcr.c*t. Thc &lay in the i\ppri)vd IS 

rc.wl:ins in the foreign cwhanyc I:n, 117 thc cuuntry since the sirnic is 
hi?: rcnlittcd abn~ad.  During thc I i w  scvcrirl months ulrcudy over 
Rs. I 9 lalhs has k c n  lo.xt on :tccoitnt of this clcl;ry which cr~tlrl well 
h ~ w  hccn rtvoidcd." 

W ' c  J3 hop' that this nutter \\.oulJ he rc\ icwcd :~nd the ~pprovitl 
not \vithticld my further its any dclay i\ only to the dctrinlrnt of ttrs 
(Lic\vernnicnt. T h i z  \ulrnii~sion. htrwvcr. ;IS \cnitltl hc r~pprcci;ttcd is 
N itkw prcjudicr'." 
1 24. 'She Cmmittcc hmc k e n  inforrued by the Ministry r j f  Finrtntx 

that C;ovcrnmcnt have not t;~kcn iiny acticm on thi\ Icrter of tlw lirm, nor 
has m y  rcply bt..cn sent to them. 

'The Sccrctary, Dc.part11ic.w of Supply ;rlw inforn~cd tlic C~r i \n i i l t~c  : ''1 
think on more than nnc c~casion. wc had made thc position quitc cbur lo 
the Rcscrvc Hank and to the Ministry of Fiuitncc th;tt \o long as our t t ~ m y  
is  duc includins intcrcst, no perniission h x ~ l d  be yitcri lo this pitrfy Cor tlw 
renlittitncc ol loreign cench;tnpc." 

1 25.  W1c Committcc would like to rccull t l ~  ~~unclusion irppcndcd to 
thcir Fir\t Kqwrt on Ro;id Rollers whcrcin ttiry h;td observed : 

"A pcrusal of thc prcccding cliaptcri tcllz tlic w r y  of a vcritabtc 
<hain or \cries of I ~ I P S C \  on  thc part 01' variow g.o~crnnicnt;iI i~utboriti~s. 
It \vould be stretching crcdulity too far to bclic\c that each individual 
lspsc can he explained by its spccial circumstnncc~ and that thc fact thcy 
:ill ttxA place in rcgurd to thc w n c  deal can hc condcred  coincidcnt;tl. 
II i \  thk pattern that pcnists throughout the caw that was it mattcr (4 
concern to thc Cimniittcc m d  hould  
Ciovcrnmcnt." (Para 8.1 ) 

" I'lic Committer' cannot but lakc a 
i i :  ibhich thc firm pcr&ted in dubicw 
thm thrcc years." (Para 8.7) 

very serious view of thc mawlcr 
i~ctivitic< over a pcritd of nlorc 

1.26. Tlic Committcc. had n l w  pointed out that rlic firm had draw? 90% 
adbdncc p;t)mcnt on proof of inspection of 403 ro;d rollers involving an 
a d s ~ n c c  paymcnt of Rs. 1.85 crow5 approximatcl!, i d  that an intcrest of 
Rs. 23 I;tLhs iras also duc thcrctvt upto 3 1- 12-66. 

1.37. The Conunittce had expected Covcrnmenf to redouble their elforts 
to .ascertain how the amount of Rs. 1.85 crores i a h  as an advancc by the 
fim bad been disposed of. The Committee arc disappointed to fiad that 
even now (;overnarent have no clear idea about tbe manner in wbich tBln 
ammat has been disposed of by the firm. 

1.2s. f l t ~  Committrc find that in thc last available balance sheet of 
U.P.C.C. Private Ltd. for 1965, an amount of Rs. 1,08,86,172.56 has been 



~hown in Scheduic G of thc Report as having hccn given as itan* a d  
;:dvancc, \ilthout any srcurity other than the debton' peranal xcurit).. The 
<bmmit~rc n,tc that invc4gaions arricd out by thc Deprtmcnt of Corn- 
pimy A1f~ir4 \host i1l.11 "tvver a cmrc of rupces had kxen trlm4fcncd (by 
\ ' .P.C('  f'it. Ltd r 10 t11c c;lrlicr partner-hrp finn." 

I .30 .  Thc ('cr~nni~ttcc ;ilw find tliirt in a lcttcr dated 4th Novcmhcr. 
10!17. . M~nt\tc.~ (11 Suppile\, M / \ .  17.P.C.C. Pvt Ltd. state inter d i n  

.tr unrlcr : 
"AJdition:d~, ftcmi Rs. trO.(HJ laLhs iidvanccd by U.P.C.C. Pvt. lnd 

to /1\4;1n1 Sillinlnnite l ~ d . . *  for thc Riimprh Refractory Project 
Ij.f'.C'.C'. (I'vt. ) I.td. cxpccts to get slinrc< at lcast to thc cxtcnt d 
!<\ !O.(iO liiAh<." 

1.3 1 .  'l%c Conin~ittcc considcr that Govcrnmcnt havc not mrried out ;I 

rhorough in\,cstipation into the nianncr in which U.P.C.C. (Pvt.) Ltd. have 
disp.~wl of' an ;ttiioiit~t 01' R4. 1 .KS cri)re\ rcccivcd hy thcni ;is ;idvancc 
It is ;ill t I I C  I IWIZ cii\liirhing that when the firm ;tppro;lchcd Govcrnmcnt on 
Inor< ti ! , r t l  O I I C  ocui~.~ci~i with  offer\ 01' shares of their :tllicd or suhaidiay 
c o n i p : ~ n ~ ~ ~  2 s  x u r i t !  or nith the rcqucst 40 prniit them to purchaw sharcs 
01' Indo-liulii~,! I ' c ~ r o l ~ ~ u ~ i ~  C:o. 1 ~ 1 . .  Govcmnicnt did riot q1tc4on them 
c I ( ~ ~ I y  ; I I N U I ~  I I K  \ O L l i . \ . i  01' lllcir f ~ ~ l t l s .  

1.32. In tic\+ ol  tlrcw facts the C'ommitlrc. are no! able to appreciata 
the plea thut thr i .I8.('.<'. h t .  1,ttl. do not hmc. enough liquid as&* to 
pay bark the ud+mrc of Rs. 1.85 crorcs ( tog~thrr  with intercj therewl 
which hus Iwca retuit~rcl I,! thiw ill :in unauthorised manner nitbout duh 

road roliw.  

1.33. ?'he Comnlittcc rvould like Governmat t!, ta',e urgen' s i e p ,  fo 
rccovcr the s~ntmrrt. 

1.33. 'I'lic C'rwi~l~it~cc coquirccl nhcthcr thc meciii~g 11cld on 27th J u n c ,  
1967. thc I tpcscnt,ltl\; o f  the firm 1in.i ~pccificnllv n4cd to filc an affidavit 

,ihoui thcis ascctq. :rnJ clcsircd to know thc txticm t n k t n  in pursuance thercof 
hy th: firm. Tlic kcrctary, Dcpartmcnt of Supply \tat& : "He did not 
produce the affidavit of thc sssctc alsn" Askcd why this was not folbwcd 
up. thc Swrctary. Deportment of Supply. stated : "It must have been lost 
4ght o f .  Thcre \\.a\ :mother agreement htcr, another offer etc. etc." I n  
:cply to a question. the witness stated : "So far as thc question of securing 

- - - - . - -- -- -- --. 
014 F UPCC (P) L~"'I. \I I 1 tjing \p':nt of 4 s s m  Stllirn mite Ltd. sincc 1-7-1966. 



1.36 The Commktec note that the t i rm have t~ffmd 11) supply c1md 
M in trsta lnwnt  and that, as a token cd their Inma-fidn, the? have sub- - to Governmew shares d the m r e g a t a  face talue o f  Rs. 20 Lkhs 
pmbhiqg to allid mnmras hdd dther in the nume of the portntrshtp con- 

(M s. U.P.C.C.) o r  in the ~ n m e  of i n d i t i d u l  dirn%or* 'lh Com- 
a c e  note tbat Ik a m q c m e a t  w&h the firm would cmse to elhrt "as and 
w b  tbe i a t e h  injunction.\ in recpect of bbK.kl ist iq onlem dc.  were vacated 
by tbe High Court". nK Committee would wt like to p Inlo tk -:I 
mrptecatbas of thb proposal a* they have no d& that Colt. will bba 
paper care t o  sufcguad poblic Interest\. ' I%q would. hmcwer. I k c  b 
csbould a note of caution and to stress that, while toking a dcvkkin om cLe 
d e r  of tbe firm, the Government should keep in view the fol lowing w e  
of thh caw :- 

( i ) The legal implications of the proposal niadc h~ tht* f irm. 
(ii) 'l'he et fed that w c h  un arrungeniclit would hate i m  the suit# 

tiled by Covcrnnicnt and on thc launching of criminal1 ~ R K - e d -  
ings again4 the f i rm or rcletant inclividunI\ i n  i t  court of isw, 
pnrticuhrl! when i t  is understood that irrvstigntion in *wen 
cases have almost been finuliwd. 

(iii) Whether the requircmrnt of roud roller\ I>> the ind rn ton  b r i l l  
hold$ good and how far thcw r o d  ro l l tm lo bt wpyl ied by 
the f i rm \ril l meet reqnircmcat\, parliculurl! i n  t i c \ \  ot 1Iw paut- 
e\pcricnce of detcdivc rollers suppliccl I,\ the hrn: and the 
reportcd poor after ~ l e - t e r v i r c .  (cl' IBaru\ 4 7. 4 10. and 4.25 
oi First Report--4th I ..S.) 

ti,) I'hc implications of thc ;Icceptance of road rol letr  oflercd by 
the f i rm on the extension o f  the dale trf dcliter? ot contmdrr, 
the recorer) of intcrest charge\ (.trt~ich worked i w t  to Rs. 29 
lakhc om 31 - 12- 1966) for  tlrr advance retaincd h j  the firm and 
the r e c m e n  of damages on  account o f  losw (actual or pdm- 
t ial) sutiert-d b j  the indentor* on  account of &Inj rum-supply 
of  road rollers. 

( w  Whether acceptatice of the proposal ma? enable the firm to mi+ 
mpmmt the pos i t i i n  either t o  the other Minisilries oE Govern- 
ment of lndia o r  to  State Governments o r  S ia tu ton autonomms 
authorities. 





CHAPTER 11 

RECOMMESDATIONS/OBSER\'ATIONS IN RESPECT OF WHICH 
REPLIES OF GOVERNMENT H A V E  NOT BEEN ACCEPTED BY THE 

COMMITTEE AND WHlCH HAVE BEEN REITERATED 

Failure to Consult Chkf Pay & Accounts (Hficcr 

In Para\ 3 30. the Comn~itrc~, h,rd noted with regrct that the Chief Pay & 
Accounts Ofliccr was not conwltcd bcfore tlic relawd terms of payment were 
adoptcd. Thi\ i s  all thc m o ~ c  W I  ,ou\ In V I ~ M  of the fact that Chief Pay 
and Accounts Ofice had desired in the past that he should be associated 
whcncver thc Icrm\ of payrncntc n C r c  rel,axc'd. 

2 . 2 .  Govcrnmcnt in their rcpl\ haw statccl as follows :-- 

"P'tra 765 of the Manual of Qfficc Procedure for Supplicf;, Inspcc- 
tlon and I ~ r y m a l s  already p~o\~c)t.s that if n dcparturc from the standard 
?stem of paynlcnt is to be m.tcIc in any case thc orders of thc D.G.S.&D. 
should hc obtained through thc Cwrdinatlon Supplies Section which 
uill conwlt the Chief Pay R. Accounts Officer and obtain orders of the 
Govcrnn~cnt where necc\\arv This provi4on has also been brought to 
the notice of all cmcerned through Para 1 of the D.O.S.&D. Oflice 
Order No  141 dated thc 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 t o  para 261 of the Manual of Office Pro- 
cedure for Supplies, Inspection and Disposals but also to earlier Oftice 
Order No. 69, dated 24-5-63 and Office Order No. 152, dated 22-1143 
which enjoin that adequate securitj such as hypothecation deed and h- 
ancc cover/Bank Guarantee should be obtained betore anthodug on 
acmunt/progress payments which are in the mature of payments in advance 
of despatcb of stores covered by the contract. 

2.4. The Committee are of the view that, i€ tbe Chief Pay & Accounts 
OfEcer had been consulted as enjoined by para 265 of Manual 04 Office 
Procedure for Sup*, Inspection & Disposals on the priadples ootlPned 
in Office Orders of 24-5-63 and 22-1143 had been applled in this case, it 
should have been possible to safeguard Government's iaterests. The Corn- 
matee d e s k  that the failure in the above respects s b d d  be invedg&d 

adion taken ngemst the paifk fwnd at hmlt Md reprted to the 
Committee. 

LlLSS(CP)-68-2 
I I 



9. No. 2 7 ,  pma 3 .Y 3 Appendix X oi the Flfsl Repcm of rhe Public Accoun!s 
Corttmitr~c ( 4 t h  LS. ) 

2.5. In para 3.03 of their IF! R c p r t  (4th Lok Sabha), the C o d t t c c  
ob.xwed : 

"The ('omm~ttcc feel that thc ~cquc.t of thc firm of Septcmkr.  1963. 
rcgudmg withdrawal of discount o f  Rs 250 per Road R d k r  \hould hat: 
k e n  cxanmcd by thc Ikparfnlcnt of Suppl) and thc Ministry of F~nance  in  
the Ilght o f  thc rehxotlon In tfic turn4 o f  payrncnt atread) iigrced to  by 
them In July. 1063 Slncc fhc term\ of payment had already been relaxed 
In July, 1963. which In ~twlf  gale ;i concc\von t i )  thc firm of a h w t  R$. 1 .Wkt 
p.r Road Holler (u 4 ! i  h c o u n t  carllcr r)lfcred b! thc tirm In thcu 4.h 
rcquclit, the wrttrdrawal of dwount  of Hq 2 5 0  per Rorril Ro11i*r ma\ .tn 
i~tldl~lonal hcncfit to thc firm." 

2 . I ) .  In thcir r~.ply, tlic I>cp:~rtnicnt of Suppl\ I I ; I \ , ~  \t;~tcd : "D~ri~oun: c'! 
I<\ .  2 3 0  \\,;I\ > ~ ~ ~ ~ f i ~ i t l l !  o f I ~ - r ~ x l  I>! I I I C  fir111 111 tlwir I 0 0 1  0 1 1 ~ s  for 37 R < > d  
fi0l1c.1~. 'l'hc 4;11itc t f i w ~ u n t  c~onlinuc~l to appl! to \~~hicc]oi*r~t .A .'Ts pl;~~:ci 
on thcni upto 1 7- 12- l M.3. I n  SL-ptzn1h.r. 1063.  hiiu ct < . I ,  t h ~ .  firm : ~ d \  i,:J 
I).Ci.S.&l). 1,) ;I Ic~tcr t11;11 t I 1 1 k  tlrsount hmlc l  1101 l>c rlt:idc ;ippl:cal~i; : . )  
fi~rlltcr A 'I"<, ' I  hi\ 11ad 10 tw :i!>rcc~i 10 o r 1  ; I ~ ~ L . O L I ~ I I  (IS thc iollowi~~g :.!.- 
I 0 1  4 . 

( ; I )  'l'here tv;lr no Ic.g:~l txi\;s lor IXiS,tl) ~nsi:;ting on this firm : . I  

~o~i t inuc .  ttic GII I IC d i w w ~ i t  

2.7. In 3 note the Ministry of Financc h a w  stated "It would be s ~ t i  
from thc relevant notlng that the case was subjected to n thorough scrutiny 
in the Ministry o f  Finance Whcn the Directorate's proposal Wac rece~ved 
by Finance with a bare n d c  information required for considering it. was 
asked for from the Directorate. The tender of 1961 was looked into and 
also the cwerall picture of the prices and term4 and conditions of the 3 
manufacturers. The case wa\ fully gone Into with reference to  (i) thc 
contmctural right of the Governn~cnt to claim the continuance of discount: 
(ii) the price structure of the three manufacturers; and (iii) the relative tern), 
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. Thee 



\\as thercforr. no mason t o  correlate thc prcrposnl for withdmval 01 thc 
discocmt si th the decision to allow the relaxation in payment terms. It wn.; 
hlicvcd that the crtkting price and thc term5 had k r :n  fixed taking illto 
.icwunr all thc mlevnnt factors, and thc prcqxxal rcpnrdinp wihdrawal of tflc 
discount was considered on merits in thc light of the cxisthg circumstancm." 

2 .9 .  The Miniqtiy of Finoncc h . ~ \ ~  conclurl~d "I t  i, doubtful i f  i t  could !K: 
%aid cvcn In rcirospcct that rhc withdrwal of the discoll~lt had conrcrrccl ;In 
: ~ n d u ~  hcnctil on rhc tirm, hut for thc Iraud c.c~n~n~ittccl h! it  which camc to 
'~ght  later. Attcr protractccl ~icp\ti;\titm\ \4.1111 21c \ \ 1~  Jc?wP\; ;mci hlcssrs. 
I3ritmnia: thcy w r r  i i l l o ~ ~ d  incl.c';i\c'\ i n  p 1 . i ~ ~  of R \ .  1671, :ind Rs. 21%) 
xith cflrtct f r o m  1-5-04 ; i n J  1-6-64 r.~*\pcc.t~\.~l\  : thc incri.;~\c c.cwld \vork o l ~ t  

I ~ J  3.4'; ;d 4 .hr ; .  ( ~ c r  ~hcir  p c \ i . l i ~ ~  price\." 

2.1 1. ii'hilc the ('ortunittrt mcmld not like to pnrwiv this u\pcc.t further, 
the! arc not \;lti\ficd %\it11 t l~c  ; I I ) o \ c  c\pl;~nution. I ' I I c  iuct rcn~ilin\ t l ~ i ~ t  
the rc.qnr\t of thc lirn~ regi~rding thlt withrlri\nu\ ol discount oF KI. 250 per 
ro:rd roller $\a \  nol c\amitic.rl 11! tlic I)cpilrt~iwlt oC Strppl! nncl 'or thcl 
\lini\tr?, of I:iilancr in the light of the reluuution in thv tcrrnr o f  pa? nwnl 
krhich had twen agreed to I,! tlletn in Jul!. 1003, thw intolviag un nrl- 
intcndcd concwion to ltlc tins of ;ll)ovc H+ 1,900 per road roller ut 3', 
discount carlicr olfercd I)! thc firm in their fifth requect of April, 1961. 

2.12. The C'ornmittce d c h  that remedial srtiun \hould be taken in tlic 
light of these facts to ensure that wrnplote papers ure placed befwe the 
lkparhnent of Supply: Ministry of Finance at the time trf the consideration 
of a request from a firm fcw grant of any concesG.m in t e r n  of payment or 
withdrawal of discount. 

Verification of Financial Standing of Firms 
2.13. In par;'\ 3.102 and 3.103. the Cmn~itrec rccorn~ilendetl : 

"Thc Committcs are surpriwl to lcarn that thc LX;S&D's Manual of 
Procedure for Supplies. Inspection ~ ind  Dispo\;~ls docs not clearly lay down 
h a t  thc represcntativc of the Ministry of Financc should be invariably con- 
d t e d  at the strrgc of the vcrification of thc financial standing and soundness 
of a tirm t-~c'forc its registration or for placing initial orders on an u n r e ~ i s t c ~ c d  
firm." 

"The Conimittec would llhe Ci~r-rnmcnt to cxanlitlc the matter and Iay 
down clcar cnstructiun\ so that Government's intcreqts arc fully safepard-  
cd." 



2.15. In their reply, the Dcpartrncnt of Sup@) haw statcd : 
"Thc Public Accounts Comtnittm have recommended that in order 

to safeguard Govcnnment's interests fully the representative of 
thc Ministry of Finance \houM be invariably msu l t ed  at the 
qtage of v~r i f i c i~ t*~n  of the financial standing and soundness of 
a fm, 

( a )  hfm thc registration; and 
( b )  hcforc placing initial ordcrs on an unrcpistored firm.'' 

2.16. "The question of prescribing in  the Rules that the Ministry of Fin- 
ancC shcill Ix consulted at the stagc of verification of the financial standing 
and soundncsc o f  ;I firm before its rcgi\tration as ;rlw for placing initial 
orticrs on an rcgistcrcd firm, hac bccn carcfully cxarrlincd in consultaticrn with 
that Minidry. I t  is fclt that thc cxisting machincry in the D.C.S.&D. for 
vcrification o f  financial stand in^ of tirnl\ for purpow of rcgistrntion 'rc- 
ncwing rcpistrnticrn ir quitc ;~tlcquate for the purp\c'. Hc'\iJc.;. :t\ thc numbcr 
O I  cnscs relating to rcpistrntion./rcnewal of rcgistration of films i3 quite large. 
prior consultation with Ministry of Financc is bound to causc considerable 
clc1:iy in thc disposal of thcc  ciices unlc\s the cxkting staff in rhc Ministry 

Financc is rcinforccd. As thc objcctivc behind thc rccommcnda!ion of 
t l x  Public Accounts Comniit~cc is that thc financial soundncs:, of frni\ seek- 
ing registration should bc scrurini\cd vc1.y carefully by an agcncy which is 
lully qualified and pohwrcs the necessary technical conipctcncc. thc pur- 
p c ~  could bc txttcr achicvcd by obtaining thc scrviws of ill1 cxp-rienced 
otliccr from the Dcpartmcril of Company L a w  Ad~tiinistration and appointing 
him iis 1)cpuIy Dircctor (Rcgistralion) against a post alrcady sanctioned in 

I D . S . 1  This oficcr would bc qualified to cx;iniinc. in a coniprc- 
hemivc ni;lnncc.. thc capital stn~cturc of the companies. thcir balancc sheets 
and profit and loss riccounts and thus would bt. in a position t o  niakc a cor- 
rcut asscssmcnt of tllc financial soundness of the firms for ntgistralion purposes. 
With such an officer in position, it would become unnecessary to consult the 
Ministry of' Financc. Howcver, in doubtful and complicatcd cases i t  is 
proposcd to prcwidc that thc Ministry of Financc should hc consulted. in 
sirch matters." 

2.17. "As regards consultation with the Ministry of Finance at the stage 
of vcritication of the financial standing and soundness of the,unrcpistercd 
firms hefore placing initial orders on them, thc existing procedure is that 
ordcrs on unregistered firms arc placed after obtaining hankers' report. In- 
come Tax Clearance Certificate and competency/capacity report from the 
Tn'ipcctorates concerned of the D.G.S.&D. Moreover, 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 tho financial standing and soundness of the unregistered firms before plac- 
ing initial orders on unregistered  IS, as the number of these cases would be 
wry large and prior consultation with that Ministry would result in consi- 



d:rabir. dclnv in the coverage of Ihr indcntz. I t  is ;tccordingly fclt that thc 
e\l~ting prac~icr" of placing nd /m. ordcrc on unrrgiswcd lirm shorrld continue, 
a. 1: aircad! provides adequate safeguard\." 

2.18. The Committee note that Govmnwnt  propose to appoint a I)e- 
put! Director, Ht%istmfion, in the office of the I).C.S. & I). who "would 
be full! qualified to e\smiae. in a comprvhcnsi*~ manner, the capital s t r u o  
ture of the companies. their balance \hects and prolit and icw occouats 4 
thus would be in a p o s i l h  to make a c t m t  a s w s m n t  id the fiaanchl 
soundness o f  the firms for r egba t ion  purposes". l'hc Committee also note 
that "in doubtful and complicated caws it is p n q ~ ~ d  to ymvidc that the 
Ministq of Finance should he consulted in such maltcrs". 

2.19. The Committee would like Government to review the position In 
the light of experience gained after one e a r .  'The Conrmittcv also desire 
that, in the light of wch a review, geneml principles should he laid d w n  
for determining the type5 of complicated and doubtful caws, whkh woold 
require prior conwltation with the Ministry of Finance twfcwe rcgib"tmtion 
cd the firms. 

2.20. .\\ regards the placing of orden on unregi\tercd firms, the Corn. 
mittcc wpgwt that where it is propowd not to consult the hlinistry of 
Finance, Co\ernmcnt \hould obtain adcquate securitj deposltci t o  safeguard 
their intcrc\tk The Committee feel that where large orders of, say, Ra 5 
hkhs and abme  are placed on on unrqistered firm, il would be in Covcm- 
ment's own interest to have the *tanding of the firm thoroughly checked in 
consultation with the Ministry of Finance. 

Departure from Standard 'l'erms of Payment 

31. No. 3 1, parcr 3.104 of Appendix X to the First Report of tiae Public 
Account.\ Committee ( 4 t h  L . S . )  

2.21. In  para 3.103, the C'ommittce rccon~mcnded : 
"The Committee would a l x ~  like thc Dcpartmcnt of Supply to easure 

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 Dcpartmcnt of Supply haw stated : 
"Para 265 of the DGS&D Manual of Oflice 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 thc Financial Adviser concerned before final 
,orders are passed." 

2.23. The Committee regret to  note that, even though their report in 
this case was presented to  the Ldr Sabha on 4th August, 1967, the Depart* 
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"'lhc C'ommittcc would like thc Dcpartmcnt crf Supply DG%D to go 
fu l l y  into thc matter in consultation with thc Ministry of Railways and major 
~ndcnting departments with a view to devise a foolproof proccdurc for en- 
suring r h t  ii supplicr cmnot gct awav with advance payment without 
; I C I I I E : I I ~  dcspatchinp cmplctc p o d s  aftcr inspection." 

"'lhc mattcr has been carefully revicwed by the Department of Supph 
111 with the DGS&D. Chief Pay and Accounts OAicer and thc 
hitni\try of Railways. In vicw of thc inability of the Railways to issue r! 

clupl~cntc. cops of thc Railwas Receipt which would bc thc only foolproof 
riic.th~xl of ednblisling despatch of the iuspectcd storm for ithich payment 
H A  cliljnlcd, sevcrnl other alternatives were considered. It wab tentatively 
dccidcd that hills for advancc payments should be supported by a photostat 
cop) of the Roilway Receipt (where thew facilities were available) or by 
cchr t i  ti~d at tested copies from the prescribed authorities. It wa\ also decid- 
ctf that III caws whtrr the suppliers were unable to furnish the photosta~ 
copic's or tlic attcstcd copies, no advance payments should bc made to thcm. 
Simultu~cously. standing instructions would bc issued to thc consignees re- 
quiring them to promptly bring to the notice of the Pay and Accounts Officer 
ctacerncd for appropriate action an} cases of short supplie\. Thc DGS&D 
has k e n  advised to discuss the revised proceduw with thC representatives 
o f  thc trade b f o r c  issue of final ordtm." 

2.26. The C~munittcc note that Government arc cantrmplating a revi- 
skm of the procedure to ensure that n ~upplier cannot gct away with ad- 
vance payment without actually des~atching the complefc gtmh after ins- 
pcction. If the revision of the procedure is likely to take some more time. 
the Committee suggmt that inaructions should in the meantime be issued 
forthwith to all consipnees to bring pron~ptly all cases of short supplies to 
the nolire of the Pay L Accounts Officcr concerncd for appropriate action. 



Ibe Committee would iikc to be infonned of the revised pruccdutt when 
fi mliscd Pad given effect to. 

2 2' i n  P,I: .i 5 ol t i x  I < ~ p w ,  t l lc ( ' iwr~l~lt l~:  O ~ L Y  ~d that tlw> 
"cannot help concluding that one of the contributory rtmotis for thc failure 
1 ,  clctcct thc inordln.~:~' ddn\  h! tlw hrnl 111 t h i  tIc\p.tlch of r o ~ d  rollers 
d tcr  inspection was the fact that the A/Ts placcd by the officc of 
1) ( i  S BD on thc f rm ncrc not spcclnll r~r.trlcd for prcyrc\\in~ by thc' 
Progress Wing. The Committee consider that, whcn special t c r m  of pay- 
ment in relaxation of standard terms wcrc sanctroncd to thc lirm, the o a c o  
( 5 1  the D C; S A D .  h.tulcl h a \ c  t,iLcn cure \pcc~fic,tll~ to itsh rhc Progross 
Wtng to Lcep a specid watch on thc progress of thc deqpatch of road 
rollcrs after inspection ." 

7 ? X  - ,., . I'hc Govcrnmcnt tl;t\v < : ; ~ t c ' c l  in thc'tr reply follows :- 
" lhc  Iollo\\.ins Otliw Ordc1.4 havc k e n  ihsucd by thc I>.G.S.&D. :- 

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

( 2 )  Oflicc OrJcr No. 8 6 ,  datcd thc 4111 Augusl, 1967 regarding 
progressing 01' supplies against contracts whcrc progress/ 
advance pavments are authorised. 

( 3 )  Otficc Ord~xr KO. 07.  dated ttw 3 1 \ t  August, 1067 regarding 
progressing of supplies against contracts whcrc standard terms 
of pqmcnt a r c  rclaxcd. 

2.29. In  Oflicc Order Vo 0 7 .  tliitcd the 3 1 \ t  Aups1,  1967, it hit\ k e n  
laid down that such contracls arc to bc subject to special progressing and 
?hat such con!racts should be marked by Purchase Officer with the words 
"special progressing required" at top left hand corner of the copy of A/T 
mcant for Progrc\\ Ofliccr w h o  h;i\ to kcrp a spcci:~l watch." 

2.30. The Comn~it~cc ~ .ou ld  lilic to draw iittmtion in this conncction 
to paras 243 to 248 of the Manual of Office Procedure for Supplies, Ins- 
pection 8: Disposals, which describes in detail the duties and functions of 
the Progrcss Wing. The Manual i n r ~ r  aliu provides : 

"The Progress Wing has been set up to implement the slogan of the 
Department 'D.G.S.&D. del~vers 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." 



"Yhe Progrcsb Wing will watch the del~veries against the conUacts 
upm the stage of final inspection of stores except in tbc caw 
of contracts placed cm unrcgiskrcd firms where they are 
specially required to chase the oontrads till the store is actually 
despatched." 

2.31. It is ohvioaa that not oaly w a s  it mcwnbent on the d c e  of tbe 
I).G.S.&D. to mPrk a c q y  of tbe A/T to tbe Progres Wing, brd .Iso on 
Urt Prugrcss Wing to eosure that the dores were ac&aally despatched, as 
the order was admittedly on M unregistered h nK Committee WOYM 
like Government to investigate the matter further ha the light of thk and 
fix respoasibiUty for failure to mark the 1 'fs to the Progress Wing. 

Inspertion of Road Rdkrs  
$1, No. 49, Purci 5.19 of Appendix X t o  the firs! Report of rhe Pubiic 

Acc-omrs Conurrittcr. ( 4th L.S.)  
2.32. T h c  Public Account$ Comm~ttc~ wcrc informcd that thc total 

number of road rollers inspected from 1st December, 1963 to September, 
1966, was 962. Referring to a statement showing the average rate of ins- 
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 ro Dccembcr, 1965, the firm on an average made 
available for inspection road rollers greatly beyond their production capa- 
city. The Conimittce i lrc not able to understand as to why this aspect did 
not attract the attention of the inspcct~ng officers. The Committcrc were 
given to understand by the Secretary, Department of Supply that, they 
were going into the matter as to whether the inspection done by the ins- 
pecting officers was faulty and the supervision of the Director of Inspection 
WRS adequate and whetber 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 rsply, the Departnicnt 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 amact the attention of the Inspector 

2.34. "There appears to be some misapprehension in regard to the 
rated monthly prvduction capacity of M;s. Agrind Fabrications vis-a-vis 



their actual muuthly output. It may be staled that in respect of dl manu- 
facturers of hcavy engineering ikms the average capacity per month is, for 
the sake of convenience, deduced from the asessmcnt of their yearly pro- 
duction capacity. In this case uhen it \\as stated that the firm's production 
capacity was 30 road rollers per month it was to be u n d c r s t d  that the 
figure had been amvcd at on the basis of a ycarly production capiicity of 
360 Nos. Actual monthly output may v a q  from time to time due to un- 
tomen difficulties in the procurement of ra\\-n~nlerirtls and bought cnlt 
items, incidence of labour trouble, prolonged holidays etc. For correct 
appraiul onc should thcrcforc, tahc Into ,tCcount t\ic fir.ni'4 rwordcd annual 
production figures during the years 1964 and 1962 of 359 Nos. and 357 
Nos. respectively against their assessed yearly capacity of 360 Nos. Bear- 
ing this In mind the insptctnr had no r c , w n  to 4t14ptct :tnv t ) u 1 1 ~ 1  fides. In 
this conncction. 1 1  bill hc ~ntcrc\t~ng to c\. tnllnc thc nlonthly production 
figures of M 4. Jc\\op\ and M / \  I3r1t,inn1,1 1'nynci.r ~ r ~ g  -the othcr two 
parallel suppllcr~ of tlic nmf roller\ ' l hc  \t.ttciilent at  A n n c ~ u r c ~  I & 11 
reveals on almost indentical pattcrn of flucrundons in their monthly pro- 
duct~on as well In the clrcum\tnncc\, thc t luctoat~or~ m ttic monthly out- 
put of M s. Agrind Fabricat~ons are not of such significance and therefore 
did not attract the attention of visiting inspectors bccnuse thcy are used to 
such fluctuations " 

2.35. "Thc Supervision by the senior 4 t d T  including thc Director of 
Inspection, aims at achieving the followinp objccts :- 

( i )  That, thc call\ fo r  in\pcclion arc itttendcd 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 rcmain unattendctl. 

2.36. For this purposc surprke visits b} thc Scnior officer\ were periodi- 
cally paid to thc firm according to normal practice and there have been no 
complaints against the performance of thc in\pcctars. There is, however, no 
foolproof machanism in the Inspection Organisation to de&t and prevent 
the types of fraud committed by the firm in this case. It must be apprc- 
ciated that in the case of the othcr two suppliers of road rollers also the 
extent of inspection and supervision was of the same type and order." 

( c ) 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 l~ght in the departmental inquiries made so far, a W i n g  on 



thts subject will haw to await tbc contpbtia of thc c .B.1 . '~  inquiries. 'Rte 
Puhltc Accoonb Con~rnit!ec w ~ l l  bc ~nfonned of thc result In doe course.'' 

2.31. 'I hc C'ommiltw urc nuf ccrminccd b j  fbe hliniss's explanatbat 
f h ~ t  'Yhc fiudurrtions in I I W  mrmthi? wutput of %I S. .\grid Fabrications 
:Ire not of much signiiicanw and therrfcw did not attract the atteation of 
Ihu 5i4ling lnqwclorb Iwc;iurc. the! itre uicd to welt fluduntion\." m. 
w : t l  point i~ rh;~l t i 1 1  lrrni w w c  e\ptc.trtl t c l  incrciw thcir pmduction frnm 
20 io .W rct:rd rollvi.\ pi r month in \ iw of thc rclaued tcrns of pvrnent. 
11111 ~~rificilt ion uf (hi\ i~lcrcaw which \ * i r k  impcratirr in thc circurn~tnnces 
Hit* no1 canit'd out t )  t111. ~ I I ~ ~ C ' C ~ ( K P I C '  I he blinidr! uppcnr now to take 
inlo account the lirm'5 rvcortitd annual pnduclion figure\ ~ h i c h  showed an 
mrrltjy of .I0 pcr month for I004 und 1965 though. in the r t  idcnce hiituc 
the Pul)lic \crount\ ('omntittrc, tlrc hccrctnq to the Department of Suppl! 
Itad admitted fhrtt "It ( p r ~ d u d i o n  cnpocit? ) wnc not rhcchcd trp; cap&! 
ccrlrrinl~ we\ not rbcn 30 per nronth" (of p w i  3.62 of the Fist Rcpcwt 
of thC YuBlic ,tcccrunts ('omrnitti~-Fourth I A ~  Satrha). 

2.39. IKc ('ommitfrr node that the qu&lon of IikElj collwion of tbe 
i n s p d o r s  is under investigation b! the C.B.I. The C'ommittce would like 
to await the i~~tc twne  of the investigation. 

Procedure for Inspcvtion 

2.40. The C'omnlittce werc informed that ln this case the inspection 
n u r i  affixed by the inqwctor was "A d g h t  hanirncr blow. A mark is left 
on the txxli of ~ h c  ro;d rollcr." In p ; m  5 90  of thcir Repon, the Committee 
olwrvctl 

"*l'lic i'oninuttcc ucn~ld also Iihc Cioverr~nient thoroughli to invcrtl- 
gate the prcxcdurc for imprcssinp inspection marks on road 
n>llcr\ mil Wres so as 1,) mnkc surc that thew ciinn<)t bc 
crrwcl or othenvise tcmpcrcd with In fact, it aould bc. d -  
vimt;igcous ~f inspection of p d z  fabricated or manufactured 
in the countr\ i \  cirrr~cd out in stage\ to make surc that the\ 
ctrlctl! conf<v nl to thc prc\cr lbcd \r:inJ:lrd\ " 

7 31. 111 thcir ~cpl!.. the Ministry hnvc stated thar this recommendation 
ininlvc\ two features ~i:. : 

( ; I)  affixing an indelible i n s p d o n  stamp on thc inspected road 
rollcrs; and 

(b) inspcction during various stages of thc 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 



Z.13. "7-hc Inspector'$ scal or stump i. r lc~th'r  srr dcs ;gn~d nor nlc;!llt 
::- :%,, pr-c-,crrt .t!i unwrupuhws ~xrn1r;ictor t'ronl ztwn~ittin;: ;I I~.aucl by rc- 
n:*L\ r!a. rbr;~\in~ tSr  obli'c-r;~tin~ th; \c.:tl \t,.r!\p ;111~! r c  t ~ f ~ c . r i l l , ~  thc s:lmc 
!~ !: :,\ :ig i i ! i \ f  Ill: h ; t l . ? i ~ ~ ' ~  \~lppIi~.\  ; \ \  .tpp;!r< h:ivcb t x ~ n  d o r l ~  111 thi\ 

L : , i . ' .  

2 . 4 4 .  "111 orJcr 10 p!cvcnt su~ ,h  fr ;lilt! ti): I ,  I I ~ L . ~ ! \  d(x.\, I IO!  cwly lic in 
tigh!cning thC nicthtd o f  inspr.ct.cm. w;tlirl~. t.tz . but ;~ l \o  i r i  pwcr i l~ ing  
, L I C ~  hi';rv\ p ~ r i i ~ l t i ~ ~  ;I, u0\11ii scwc i\~; ;in rtfcc!ivc tlctcrrcnt. Thc mi1ttc.r 
!I:I\ kc r i  carc!ullv cnnsidCrd.  It is felt that thrrc i \  no ktl(>\vn mc th t~ l  of 
rr~ahing rnspccticbn rn;~rk\ fully fr;ruJ-proof. ,411 attempt has hccn n~iitl~. in 
:hi< caw 10 nlalc thc mark\ rclativclv more i~iti~liblc.  but cvcn thosr can 
h. crasctl o r  oblitcrarcd i f  thc m;inuf;~cturer so \vishc\. F7urthcr. inclclihlc 
mid.\ c;inriot pos>ibl) he afixcti to a larpc varictv ot' stores, cvcn i f  it 
wcre possihlC to cnsurc th;tt thci, ccx~ltl not bc cr;iscd. Evcrl iS tlw iaspcc- 
!KT nxrrk \ ;ire a\ ~nrlc~l ibl~ ; I \  thc ~ i r c ~ u ~ ~ l \ l a r i c c ~  pcrmit, t h i  C O L I I ~  tx no  
. : ! r r l  ;1: ; l l l l \ l  1 1 c  1 l  14, 1IlCrcf\,rz. t'r*11 111;11 the I)c-\t ciclr~rl.~lll COLIIC~  

bc :o puni3ti fraud scvcrclv uhcncvcr it  is dctectcd. This is done both 
by rhc Admini\trativc aclion and or judicial prcxcsscs. So far nclministr;~- 
i l r c  x t i un  i b  concerned, thc 1)cpartmcnt C ~ U I  resort 10 b l i i c - i n  ctc. 
U'!-:.:c the Inn- 01 thC land arc attracted, prcwccutioll or filing of sl~its  ciln 
ht. ::mrtcd to. In this caw, thc tirm and i t \  irwwiatc conccrns were blac\.. 
!kt : i i .  C'.H.I .    re invcst!pting thc \lrholc C;IW :ind further :~clion i\\ ~ c c I * \ -  
sir', \ , i l l  1 ) ~ .  1r:lhc.n o n  reccipt of C.R.1, invcsrip:ition rcport." 

2.46, i n  para 8.11, the Committee recommended that they would likc 
thc Government to exercise greater vigilance in respect of all existing con- 



frxts,  where progress paymeats or payments in relaxation of standard ttrms 
have k e n  authorised. In their Note the Department of Supply haw 
statcd : 

"( 1 ) Ilndcr ~ h c  existing instntct~cms, four t y p e s  of progress paynents/ 
11-1 ; t \ td  Pilytlleflt\ ;ire ;idm~whlc ;t?;t.n*t cc>n!r;lct\ placed b? thc D.G.S &D. 
Brrcfls, thew arc as under :- 

( a )  'On account' progress payments for raw matcrials against 
fabrtcation contracts; 

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

( c )  Paqmcnts in thc case of fabrrclrtion contracts where stores arc 
cntrur~cd to the contractor f o r  fabrication liLc body-building 
conlrrrcts; kind 

( d )  Paymcnt for stores cm prtwf of inspection. 
( 2 )  ' n c  prcxcdurc for mthorisinp such payments is a\ under :- 

( a )  Payments of this nature can bc allowed up to YO$ of thc 
viiluc of thc raw rnatcrials, subject to SO% of the total valuc 
01' the contracts on the firm's furnishing a hypothecation Deed 
hypothecatjng the raw m;itcrials to the Presidcnt of India ant! 
taking out nn insurance at his cost insuring thc material. and 
assigning the Policy in favour of thc President of India. Thc 
limit of 50% of thc contract value mcntioncd above may hc 
raised to 7 5 5  ol the valuc of thc contract (of n minimum 
value of 6 lakhs) whcrc thc stores require thc use of large 
qu;~ntitics 01' iron atid stccl or  whcrc it is clear that the normal 
svstcm of payment after completion of supplies will put the 
contractor in difticulties by blocking his capital owing to the 
larpc wlue of the components etc. Where necessary, in addi- 
tion to the normal safeguards of hypothecation and insurancc, 
bank gunrantee mnv also be insisted upon. 

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

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

(J)  In so far as cases of this type are concerned, all the purchase 
Diwctors were rcqucsted to furnish details of contracts con- 

cluded where payments have bcen authorised before despatch 



of the stores. With tho exception of the U.P.C.C. cases, and 
the rate contrcrcts,/ad km AiTs for vehicles failing under 
category (b) above, no  d h c r  case has kcn rcportcd when: 
such payments have been authoriscd. According to para 265 
of the Manual of Office Procsdurc for Supplies. Inspccdm and 
Disposals, for allowing any relnxcd system of payment (other 
than standard terms) approval of thc t3ovcmmcnt will be 
nccessor).. Chief Pay Q Accounts Ofticer will also have to be 
consulted. 

With n vicw to excrciw grwter vigilance iind tiphtcrl up the nlatter 
further in Govcmment interest, CMicc Order No. 141, dated 
26-1 1-1966 has bccn issued stipul;iting that bank pamntw 
should hc insistcd upon from thc contractors whcncvcr stand:~rd 
terms of pavmcnt arc rclnxcrl :inti ntlvnricc pnynlent bcforc 
dc~patch is allowc.d. 

( 3 )  The furthcr siifcpardc to tw ;rdoptcd in the four cntcgorics of 
cascs of prorrcsc payments mcntion~d abovc hnvc h e n  formdated and 
the present position is as undcr : 

Cr~:e,cnry (a)-A Pcrformancc <iuarnntcc to bc obtained in such cases in 
lieu of thc hvpothccation decd has bccn finnliscd in consulta- 
tion with the Minktrv of Law. In addition, a comprchcnsivc 
Insurance covcr will also be necessary. 

The mnttcr was included as an itcm on thc Agenda for the 14th 
mccting of the Crntrol Purchase Advisory Council hcld on 
16-12-67. No objcctions were raised by the Tradc to the 
introduction of the rcviscd prmcdure for making 'on account' 
payments against Performancc Guarantee and comprehensive 
insurance cover. After the matter has becn fully considercd 
ncccssary instruction<; on the subject will be issued to all con- 
cerned. 

Category (c)-The draft of the Performance Bond to be obtained in such 
cases has been vetted by the Ministry of Law and has becn 
forwarded to thc Ministry of Financc for approval. 

Category ( b )  & (d)-A notc has been forwardcd to the Ministry of Law 
for consideration of a suggestion about release of initial 95% 
payment in such cases on thc basis of a comprehensive insu- 
rance policy dulv hypothecated 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." 



2.48. 'lhc C'ommittm would like <;overnment to f i d k e  thew prop)- 
wlr  mt an early date and implement them to avoid a recurrence a4 *ucb 
ca.w.s. 

Performance of Firm in re*pc-i t f i  other Sttwcs 
.%I. ,I1o 5 0 .  /J(lr'l\ 7 N 7 ,  1 0  O! d p p t , m h  i ,\ l o  1/ltn !.ir.\l Rrporl 0 1  1 1 1 ~  f'lih!i(- 

4 ,  < , t l , ! / l \  ( J l ~ l , t l , l t ~ ~ < '  ( I < ~111111 I I L  ~ f l h ~ l ~ l  I 

" I he C omnilttcc , I I ~  pcrrur bed to notc that thc'r~ have bt'cn dcld). in 
, i l n ~ c ~ t  ;dl Ilic otdcrk pl,ii.cd on lhc fin11 lor supplt of storeb othcr h l . 1  

I - I  ilic! c l c \ ~ r ~  rl1.11 t l i ~  qi ic~~ii)n of I c ~ \ ~ ~ n g  Ilqu~J.rtcJ dam,is.. 
. I ~ ; I I I I . ~ L  Ihc 1 1 1  1x1 \ I ~ o u I L I  bc C;LII ' I  u IIy cu~n lncd  I)\ 11ic IXiShD " 

"On 25-8-67, a Memo was circulstr.d to a11 Purchase Drectoratcr at 
Headquarters and Regions to review immediately contracts for stores 0 t h  
than Road Rollcrs placed on M/s. U.P.C.C. and implement the recommcn- 
&tion of the P.A.C. properly i.e. to examine carefully the question of levy- 
ing liquidated darnagxs against thc firm. Out of 17 Directorates both at 
Hendqunrtcrs and Regions, only 2 Dircctor~tcs i.e. M.E.S. and Project 



have tcported plarpanm# of certain contracts on MIS.  U.P.C.C. The re- 
msming IS DirecSurmtes have categorically stated that they havc no con- 
v a c r c  pending with U.P.C.C. (P) Ltd. MES Dircc tonk rcp~tcd position 
about four cases. With regard to thc 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 fnancid repercussion 
on 4-1-67 and for rwovcry of general dnmagcs, thc mattes is under coa- 
sideration in consultation with Ministrv of l-aw. In rcspcct d two con- 
tracts (SI. Nos. 23 and 25 of Appendix I S  ;hid) supplirs have more or 
less been completed. In respect c* thc rzmainin~ ow case (SI. No. 23 of 
App IS rhidr nothing untcward has hcen  n o t i ~ d  50 far. I\ 3ttist watch 
is, howrvcr, being kept. This onc caw is for 5 Nos. Ritunicn Tankers, two 
of which havc h c n  supplicd and 3 arc h t i l l  10 bc supplied. Ouc'stion ol' 
rrantinp cstcnsion is under con\idCration ;i t  ;I high Icvcl." 

Executive Engineer, Karnal, the ultimate consignee, having not con- 
firmed receipt of stores, the case was reported to  C.B.I. on 26-6-67 for 
investigation. I t  may, however, be notcd that A.G. Punjah has accepted 
the debit in this case. 

( b )  A/T No. 642, dated 25-9-63 (SI. No. 16 of Appcndix IX ibid) 
for wpply of 4 Nos. Michigan Tractor Dojlcr with attachment\ and with 
four sets of tyres-value Rs. 6,36.388." 

"The indentor confirmed the rcccipt of 4 NOS. dozcrs with all attach- 
ments and receipt of 4 tyres instead of 16 tyres. He  made local purchase 
sf 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 



Delbi on 15-6-67 for wccamy invbstigalkm. The questbn of r#xnnry 
of general damages from tbe firm for non-supply of 3 sets of tym is also 
undcr consideration of tbe Pto)ect DimctoWe." 

"(c ) A IT SI. No. 373, datd 2 1-8-62 (Sl. No. 9 of App. 1X ibid) for 
bupply of Tractor Douxs--37 Nos., value Rs. 54,03,469. Ihc coasignae 
h a  confirmed receipt d 36 Nos. out of total 37 Noe. Balaace 1. No. was 
in~tially supplicd by the firm. After working for 200 bows, the machine 
dcvclqKd trouble. Thc same was taken back by the firm for repair and 
they promrs4d to ntum the same to the consignee by December, 1966. On 
26-3-67, the consignee reported that the firm had not yet returned the 
dtnxr. A rcgirtcrcd notice was served to the firm on 13-7-67 but nothing 
l ~ c  yet hccn hcitrd from thcm The caw ha\ hccn rcfcrrcd to C R.l for 
~nicctlption on 2 1-9-67 Mjn~ctr j of IAU ~ I ~ V I \ C ~  regarding dcpartnlental 
xtlon. Nccc\\ary dcpartmcntal actron has already k e n  taken and the 
f~rm stands blackl~\tcd. Further action 1s under consideration of the 
D~rcctoratc." 

" ( d )  ,411 SI ho 385. d , ~ t ~ d  1-9-02 (St ho 12 ot App IS r h t l )  lo) 
\upply of wl ctahrlrrtng un~t\---?C \oc .  ~ , i l u c  Kc 25,03,375 papablc m 
foreign cxchangc to the firm'q pr~ric~pals and Rs 10,72.189 payable b thc 
frnn." 

"Out of 25 un~tc of u) I \tatxlrrcrc complctc with conlpactor\. h No\ 
soil stubiliscrs and 10 compactors have not yet been cleared from Docks at 
('alcuttn. The cnsc has been reported to C.B.T. for investigation on 
28-6-67 as rhc firm fraudulently claimcd payment from Pay & Accounts 
Otliccr, Citlcutt;~ on the falw Rnrlni~) Rccc~pl Thc Min~stry's note further 
ctntcd t l ~ t  thc caw ic k i n g  furthcr pr(~'cc\txl by the Dlrcctor General, 
Supplies 8: Di~posalc and thc Dcpartmcnt of Supply. The question of 
rlcarancc i s  ,~Ieo undcr concidcration at thc highest level 

2.51. I'hc C'omuttec would like to know the extent of liquidated 
damages levid in wpect of delays in contracts mentioned in Appendix IX 
of their First Report (Fourth Lok Sabha) and steps taken bj the Govern- 
mcat to recover the same. 

2.52. The Committee note that the project Directorate heve reported 
that out oP 23 cases where orders had been placed on M / s  U.P.C.C. Ud., 
Ulerc are 4 cases as mentioned above which smack of fraudulent dealings of 
the firm and which were ref& to the Cenhal Burcaa of InvesZigatlon for 
bvest.igPtian in June and September, 1967. The Committee desire &at tbe 
Central Bureau of Investigatioa ~hoald  compiete their investigation of these 
ca.. expeditiously. 

2.53. The Committee would like tbe Department of Sapply to ensme 
that, in the case of orders placed by other Directorates where eWw tbe 
goods hnve not been snppMed or o&er malpractices have been iadalged in 
by M/s. U.P.C.C. and/or its other &te compan9es, the cases are re- 
ferred to the C.B.I. fa investiqrrtioh 



SL No. 65 prre 8.10 of A p p m h  X to the F h  Rcpwl of skd Public 
AccounLr Cornmillee (4th LS.) 

2.54. In para 8.10, the Public Accounts Committee msmmdcd : 
"This sad case has revealed a large number of shortcomings in the 

Organisation of tbe DGSdtD particularly in regard to pmaa- 
ing and placing d AiTs, dealing with the complaints of can- 
sigaees, the procedure of inspection and thc proe;rr?ss d mova 
m a t  of stores and supplies. In the Committea's vim, thd 
procedure relating to thcsc aspects in the organisation of the 
DGS&D needs to be critically reviewed without dclay." 

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

"This recommendation is a rccapitulntion of rccotnmendations at 
S. Nos. 16, 40. 45 L C ~  39 of Appndix S which have hccn 
dealt with separately." 

2.56. h Serial Number 40 (para 4.49) dealing with the complaint9 
from the Pay and Accounts Officer and the Chief Pay and Accounts Offlccr 
the Committee inter uliu re-ndcd : "They also fccl that procedure 
should be devised bv which such complaints from scnior accounts officials 
of the Department rcccived the personal attcntion of senior officcrs of thc 
department so that remedial measures arc initiated without loss of timc." 
In their reply the Department of Supply have statcd : "As regards thc con- 
cluding portion of this rccommendation rclatinpl to procedural aspect, 
D.G.S.&D. Mcmo No. 3(8) /67 ,  dated 4-9-1967 (Annexurc . . . . . . . . . . ) 
has been issued, regarding processing of complaints from Scnior Officers 
of the Accounts Dcpantnent and other sources. It has been impressed in 
this Mcmo. that complaints rcceivcd by the D.G.S.&D. from thc 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 Dircctor/Assistant Directors/Section Officcrs, 
for their prompt disposals. Officers have also been asked to ensurc that 
rcmcdial measurcd where necessary are taken without loss of timc. Com- 
plaints of really serious nature involving fraud and thc like should be 
brought immediately to the notice of the higher oficers. It has also been 
stated in this Memo. that noncompliance of the instructions will be viewed 
wriously and disciplinary action taken against defaulters." 

257. The Committee find that tbe DGS&D's instractions isswd in their 
O.M. No. 3(8)/67-0&M, dated the 4th September, 1967 (referred to in 

of Supply'd reply on S. No. 40 ibid) do not specificany cover 
s b & o m & p  in the O q p i d o n  in regard to derrtbPg wMb tbe compW& 
ot cons&um. The Committee suggest that the D.GS.&D. may d w k  a 
proahre by which aU serious compEaiots received h m  cousigaees rn 
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RECOMMENDATION ACXEP'TW BY GOVERNMENT 

Rccmmcndolion of rhc Committee. 

'The Committee would also suggest that Governmcnt should review 
the entire procedure of prepariag tha A/Ts in D.G.S.&D.'s oWcc sc, as to 
ensure that such serious amissbns and litpses do not nxur." 

[Para 3.50 (S. No. 16 of Appendix X)  
of 1st R e p r t  (Fourth Lok Sorbha)] 

A ctiori taken by Government 

D.G.S.brl). Ofice Order No. 98 Jatcd thc 4th Scptcmbcr, 1967 
( Anmxure ) =garding check-points for indent planning, psparaticm of 
tender enquiry, consideration of tenders and drafting of contracts hns been 
issued. Clause 24 of the cbeck-points for preprring/chccking draft con- 
tracts coven the recommendation. 

DIR.ECI'ORATE GENERAL OF SUPPLIES & DISPOSALS 
CeORDMATION SUPPLIES SECTION IB 

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

SUBJECT :-Check poopoo~s for indnt p lunn iq ,  preporation of t e d r  enquiry, 
consideration of renders and drqhinlp of contract. 

In Supersession of check points circulated under Routine Note No. 32 
datrd 267-66 and 0.0. No. 22 dated 28-2-66, a set of revised check 
points dram up for the guidance of tho purchase ofliccn/rrectians at the 
follawiqg stages oE pmremurt action is cnclosed :- 

( i )  Indent Planning stage. 
(ii) Pnparation oE tender enquiry. 
(iii) Consideratton 00 bcrmders 

and 
(iv) D&ing at contract 

2. It tihdd be nutcd that tk check points listed are only fafended to 
b e a g u M s f k u t h r p n r h a s e o C B a f i / ~ . T b e y a m b g n o ~ ~ d m -  
pbte a ~ u s t z o e  d the puchaso btacers havc to take btd a w m t  the 

29 



1. CHECK POINTS FOR THE INDENT PLANhTING 
1. WhdbW 110 IS 8 pfe/p05t deposit party? 

If prcdcposit jmrty have funds lxcn dcpwitcd by them? 
2. What is thc L.P.P. ? Check adequacy o f  funds provided i n d a -  

tor 3 4  akO thc financial ccrtificatc. 
3. Check if consignee and inspection instructions are clcar. 
4, Havc the technical particuli~rs bccn chccked and arc the requircd 

number of drawing3 and sfxcifications available ? 
5. Has thc indcnt t w n  chccked by AHSP, in c ; ~  o f  Defence indtnli. 
6. Has thi: proprichry article ccrtificatc in thc prccribed form been 

given if the store indcnted for is proprietary in nature ? 
(Para 84-A of IXS&D Manual). 
7. In thc case of importcd stores, ha4 the forcign exchange bccn pro- 

vi&d md its bource indicated :' If  coverage against foreign cn- 
change i~ out of special loans and funds. follow special prwdur;  
--obtain sole qcncy,'waivcr for purchnsc undcr A.I.D. 

8. Whcthcr tlic dclivcry pcriod i \  rcdistic ? If' not. ttr;: indcntor ~IwuId  
hc infornwd giving prohablc time requircd for dclivcry. . 

9. if any of the points at 1-8 a b v e  al.2 not clcar address a consolid;~t~d 
lcttcr to 1/0 with targct date to make pod  point4 1-8 above. 

10. Cnn tllc store be covered by Rate/Running Contract. If Ralc/ 
Running Contract cxist for similar store and if Purchasc Officcr 
feels that item on Rate/Running Contnct may serve the cnd use 
which the 1/0 has in view, advise I/O to accept the same with 
target dnte. 

11. Can the s t o m  be covered by placing a rcpcat order or exercising 
thc optian to cover quantity upto 25$% rcserved against any c.ri%t- 
ing contract ? 
(Pm 17 of DGS&D Manual & 0.0. No. 58 of 1967). 

12. Can the indent be bulked with some other indent ? If it is dccidcd 
not to advertise the tender, record clcar reasons theseof. L.T.I. 
shouM m a n p  be h a d  to tkms regided for stores in qaeJtion. 



If pbpaKd to addnss likely sources d suppliers who ere the un- 
rcg&d, recx,rd ckar masons for doing so. 
(Pam 109 ot DGSBD Manual). 

13. Cback comc~ess of T.E in all mpocb and emure issue of snnx 
to amert parties foIlcnrv'ig the c o m t  procedure. 

14. If storm are to be imported ensure DGTD clearaacc is  available 
by tbe date of tender opcning. 

15. For machine tools, the Dcvdopment Otficbr of D.O.T.D. sbouM b 
cxmnulted. 

16. For opcrrltional indents, cover by dimt negotiation on the basis 
of L.P.P. after obtnining competent approval il time docs not per- 
mit issw of L.T.I. 

17. Wben the indent is Operational, firnis to bc askcd to adhere to thc 
tender opening d a b  and not to ask for my extension. 

18. Chack if tender samples urc rcally ~xessnry and if not tcU 11'0 
to withdraw such or condition. Tender sample stipulation should be 
made with gnat care and caution. 
(See Office Ordcr No. 47 of 1966.) 

11. CHECK POINTS FOR PREPARATION OF 'TENDER ENQUIRY 

1. Ensue that standard forms arc used for issue of tender enquiry 
and all amendments authorised to these forms from timu to  time 
an carried out bcforc issue. 

2. Has timc and datc for reccipt of tcnders bccn indicatcd? 

3. Has the timc and date for opcning of tenders bccn indicated? 
4. Has reasonable time been allowed to the tendcrers to submit their 

quotations ? 
(Para 103 of DGS&D Manual ) . 

5 .  Has the pericxi for which tha tenders arc to be kept open for 
acceptance been indicated realistically keeping in view the nature 
of tbe store and the timc lag likely to be involved where consulta- 
tion with the indzntor on the suitability of o&n received would 
become necessary. 
(Para 120 of the DGS&D Manual). 

6. Ensure that description of stores including specifhtionldrawing 
is cornctly indicated in the s h e d S .  

7. Easme that the t& equity Is signed for and on behalf d tSM 
purchaser. 



8. Tender sampin, shcvrtld not m m d l y  bc called w h m  there is clmr 
spbcificationldrawilyr, When tender gample is cdkd md is re- 
q u i d  to be turnishod to an authartfy aFKrcffied lor d n &  a copy 
d t h c ~ r b o u l Q b e f r t r n W l a d t o t h e a u t h o r i t y ~ . ' l " b  
time within which the wmplc should be huhittcd should alw be 
indicated in thc cnquiry. 
(0.0. No. 47 of 1966). 

9. Ensure that the Conditions d Contract applicabk has been cor- 
rectly indicated in the cnquiry. 

10. Ensure that thc clauws contained in the standard forms u . 4  for 
issue of tcndcr cnquiry and the Central and Spccial CmJiticns ot 
Contraa should not bc reproduced in thc tcnder enquiry. 

1 I .  Chock in casc of \tons where small scale unik will bc interc4erl 
suficicnt number of copies d the tender enquiry as required under 
the d c s  are sent to the NSJC. 

12. Have the following clauws hccn corrcctiy incorporated ? 
(a )  Sales Tax. 
(b) Customs Duty. 
(c )  EXC~SC Duty. 
( d )  Transit insurance. 

13. Have you clearly indicatcd in  the Invitation to Tcndcr that if r e p  
lies to the qwstionnairc in form No. DGS&D-100B are eva \ i \~  
and not clear, the tenders arc lioblc to bc ipnorvd. 

14, Have you incorporated in the cnquiry a warranty clause in rcspcct 
of stores where warranty clause is nccussary? 
(Para 132-C of DGS&D Manual). 

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

16. In cosc of purchase of imported stores ensure that the appropriate 
Shipping clauses are incorporated in the tender enquiry. Other 
spadrl d i ~ s  v k  payment tams for FOBBAS amtracts etc. 
should also bc indicated in the enquiry. 
(0.0. No. 49 d 1967). 

17. Have yew incorporated in the enquhy the special clause relating to 
coverage of additional quantity upo 25% ? 
(0.0. No. 58 of 1967). 

18. Emure also that all other Spacial conditions as per uhti&g orders 
are incoapomted in the tender enquiry. 



19. &sure insertion of pfwstimakui liquidated dumagts clausc in thc 
tender equ i ty  in rrsptct of critical items and otbcr Smpartrrnt 
stores. 

20. Ing down pnaciples far evaluation of tcnders with the appmval of 
the compehcnt aulhority and get CJS and ranking statement prc- 
pared accordingly, 

( i )  Risk purchase tcndcr cnquiry should hc on thc same tcrms 
and conditions of thc oripinul cnquiry. 

(ii) As far as possibk risk purchase should hc. m;de by odvcr- 
tiscd tender. 

{iii) In spcci:~l cases wherc limited tender enquiry is issued the Jc- 
faulting firm should be pivm an opportunity to quotc unlcss 
the brcach of the oripinul contract was citi~sed on account (IS 
his inability to supply goods of the contract description. 

( Para 239 of thc DGS&D Manual ) 

UI. CHECK POINTS FOR COKSIDERATION OF: TENDERS. 

( A )  General Stores 
( i )  Check comparative statements submitted with rcgard to its complctc- 

ncss and particularly in respct of price. 
(Para 142 of DGS&D Manual). 

qii) Examination of thc tcndcn in dcph covering all aspects including 
existing load on the past supplicn, Delivery offered, pcrform;~ncc, 
technical compctcncc, ctc. 

.(iii) After going through the tender\, prepn: a ranking statement in 
order of the price indicating quantity offercd, delivery, spccifica- 
tions etc. Prepare the ranking statement afkr compiling prices on 
equitable basis taking the incidence of all elements of costs such 
as railway freight, transit imurance, sales tax ctc. upto &stination. 
This should tic signed by the officer initiating purchase proposals. 

NB.--Ranking statement must cover at least thnc offers next Mghcr than 
the lowest onc proposed to be accepted. 
(0.0. No. 54 dated 12-6-67 ). 

( B )  P b t  a MaChInrrp 
(i) Check the comparative statement for its complctcness. 
(M) b e c k  tbe prices ai all the rendercn with the tendem for its 

COZTectll@S. 



(iii) Scnrtinise tenders for technical spccdicabom and comrpoadinr 
*. 

(iv) Prclpolrc ranking datemcnt in order of tbt price, taking into sccauot 
spcdkalioas, price, dclivcry and c a w i t y  of the firm. Rcpare the 
ranking statement after campiling p i o c s  on equitable bsis taking 
the incidencc of aU t lemnts of costs such as m i b y  freight, transit 
insuwnce, sales tax elc. u p o  destination. 

N.B.-Tbe ranking statement must include at kast thrcc offers next hi&v 
than the oac proposed to be acccptd. 

(C)  General. 

( i )  Check up if any un-registered firm comes into zone d considcm- 
tim. I f  such a firm is an S.S.I. Unit and thc item involved is a 
simple store, ask for n competency ctrtiticatc fnw the N.S.1.i 
But if the item required involvcs a safety angle, obtain a capci t j  
report from the Inspecting authority coocemcd. Only if the r e p r .  
is favourable and the fum is rcgistcred with NSlC consider waiver 
of security deposit. In respect o f  dher un-registenxi firms coming 
within thc m e  of consideralion. ask for capacity report fmm 
thc Iaspccting authority, banker's report from the bankers and 
I.T.C.C. only if thc offcrs of such p a r h  are acceptable technical!, 
or othcnvisc. This action should be t a L n  with the approval of 
the compctcnt authority inuncdiately after thc preparation of the 
m k i n g  statements. 
(Pam 149 of WJSD Manual ) . 

(ii) Ensurc thut capacity rcports iirc not called for haphazardly and ~n 
pica-nwl and earlier capcity reports should be made full use ot 
which arc vulid for a pr iod of one year. Ag;tin capacity report. 
arc to bc callcd for onlv on firms who come within the 7onc of 
consideration. Further, no capacity report need hc. called or  irr 
respect o f  fimls eithcr n~onimcnded by the D.G.T.D. or  borne 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) Wbare stores ruc m u i r e d  to 1.S.I. specifications and h quote 
for I.S.I. marked goods and submit proof that they are authonsed 
to m r k  their products as I.S.I. marking, no capacity report ncx! 
be callcd for. 

t i v )  Check if foreign exchange is required. If so. take up with the 
indcntor immediately, giving him target date. 

(v) Check up if clearance for import is necessary if so, obtain the 
same from the DGTD straightway. 



(vi) Check up if additional funds would bc acccssary. If required. tnkr 
up with the indentor straightway and give him a target date. 

(vii) Qleck up terms and conditions ofiercd by firms within considera- 
tion zone and high-lyfit those ternrs and conditions. whkh arc at 
variance with our general conditions ol thc contr~ct. High-light 
tbc existing load and past pcrfomancc of thc Arms rrcammtndcd 
for placcnlent of orders. Bring out very clearly deviations. if any. 
poposed to be allrwvcd from our standard terms relating to inspec- 
tion, despatch. payment, price variation, arbitration clause etc. for 
any special teasoas and obtain sanction of the compctent aurhority. 

(viii) Chtck up if cssenthlity certificate is required for fcrrous metal. If 
necessary. make an immediate reference to MES Section for 
ferrous metals. 

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

( x )  Check up, if for technical assessment. a rrfercncc to the indentor 
is necessary. If so, it niust bc made inuntuliately after the ranking 
statement is ready after obtaining competent approvnl. Such e 
reference should be precise and should contain our own analysis/ 
recommendations giving a realistic target date to reply. 

(xi) Ensure that the delivery available from the tendcr(s) rvcommendod 
for acceptance will meet thc indentors requirements. 

(xii) Check i f  a prc-estimated liquidated danrages clause is to be enforccd 
on the successl'ul tenderer and wtwthcr he hus accepted the same. 

(x i i i )  Bring out clclrrly pre-contract deviations, if any, proposed to he 
allowd clearly in the purchw proposals. 

(xiv) Ensure that in case of Rate/Running Contracts, contract\ arc nor- 
mally plitccd on registered and establirhed firms which arc capahlc. 
of supplv of stores required. Check the nature of the indent and 
ensurc coccragc of 80% of total requircmcnts in cnsc of urgent/ 
express indents on registered or known supplies and only 2 v 0  on 
other unregistered and untried firms, subject to favourable capacity 
reports. In case of ordinary indent\. 30% should be covered on 
registered and known suppliers straightway and balance 50% after 
receipt of <atisfactory capacity rcpr ts  on unregistered and untried 
firms. 
(0.0. No. 19 of 1967). 
(D) Special points in regard to risk p u r c h  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 



Ministry should he coawruhcd in case of doubt ahout th. date of 
breach. 
(b) Risk purchase cmtract should bc on tfrc wnx tmns arxl con- 
d i t h  a* the original contract (apart from &&very timc) i.e. the 
goods ~ m l d  be of the same spxiflcation, liable to in~pecticm by 
thc w n c  lnspction authority ctc. 

(c )  i f  tk &faulting finn's quotation happcns to bc the lowest it 
should be accepted normally. In order to safeguard against a 
m d  default, rhe &faulting firm should in such cases be asked 
to furnish 10:: Scxurity Dcpsit befnrc contract i\ actually awnrdcd 
to thcm. 

(Para. 239 of rhc DG%D Manual) 

1V. CWECK POINTS FOR PREPARING/CHECKING DRAFT 
CONTRACT' 

1. Haw the nnmc and address of thc contractor bccn comcth  incor- 
pra ted in thc A,/T? 

2. Havc you satisfied yourself that the delivery period s t i p h t r d  in 
thc contract is in ttccordance with the delivery oficred bv the tcn- 
&rcr and is not vague '? 

3. If thc firh has asked salcs taxcs extra, have you made provkhn 
far that in the contract indicating specific rMc' of taxes. 

4. If thc fin11 has asked for cxcise duty as cxtn. haw you made prwi- 
sion for that in the contract? 

5. Haw you ensurcd that the terms and conditions stipulated in thc 
contrxl arc acccptcd by thc fiml in its offer ? 

6. Have you given the consignee instrudions corrcctly ? 

7. Haw you given despatch inatructions correctly ? 

8. Havc you shown the inspection authority and Inspecting DIfiwr 
C o d y  ? 

9. If the inspection responsibility is that of sub-ofice of an Inspection 
Circle, have you also cndorscd a copy of the contract to the con- 
cerned suh-affcc ? 

10. Haw you given the head of account and Accounts Officer of the 
In&ntor correctly ? 

11. Has the arbitration clause h e n  properly incoprated in the con- 
tract in keeping with answer to Q. No. 14 from DGS8cD 10043 in 
finn's tender? 



12. Have you ens& that thc spcificatiuns giwn in the contract wr: 
in OOcOniaacc with thost accepted by the firm and arr, campSotc in 
all respects? 

13. Have you satisfied putself that all rckv;~nt eon~n~unicntions 1to1n 
Iht contractor hsvr heen refcrrcd t o  in thc ccwtr;~ct? 

14. Have you cnsurd that the nnnrc of the paying authority i s  correct- 
ly mcntioncd in the contrnct ? 

15. Has the firm, if unregistered. agrccd to d c p r ~ r  sccurltv apinst the 
contract? If  so, has the necessary provi41n k c n  maiic in  the 
contract ? 

16. In case of approvsl of advance s:~nplc Jraw~ng by thc indentor! 
consignee, has a definite tinw limit been laid down for the return 
of the approved sample /drawing ? 

17. Has the transit insurance clause h x n  corrcclly stipulated? 

18. Have copies of the contract h e n  correctly cndorscd particularly to 
the Inspector and the Pay & Accounts Officer ? 

19. Is the 'Steel Clsusc' stipulated in the contrnct strictly in accordsncc 
with the tender condition and Essentiality Ccrtificntc obtained from 
MES Section and attached to the A/T ? 

20. In case of imported stores where Import Kccomnxndation Certifi- 
cate is required to bc issued, is the IRC being issued with the 
A/T  ? 

21. In case of imported storcs, has thc Custo~ns Ihty  Clause bccn 
correctly incorporated ? 

22. 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) 

23. Has a Warranty Clause as agwd to by the firm been incorporated ? 
Wbere necessary stipulate condition for furnishing Warranty/ 
Bank Guarantee/Performance Bond/H ypothecation deed,?ndem- 
nity Bond etc. after getting the forms of the same vetted by the 
Contract Officer. 

24. Have you ensured that all the clauxs/conditions/stipllotIon 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 mcorpOrated in the draft contract ? 



"It w d d  bc focaikd that out of orders for 1229 road roilm p b a i  
on tbe firm as many as 419 have not h a  su- which is some i n d h t h  
of the fact that tbe demands d not bc vay pressing." 

Ipm 3.68 (S. No. 19 of Appcodix X) 
of 1st Report (Fourth Lok Satha)] 

Action taken by iioverttrnenc. 
The u k r v a t w n  of the Public Accounts Committee has been bro*~_cht 

to the notice of all indentars advising them that only the minimum quan- 
tity of rtmcs q u i r c d  s b u l d  be indcntd on the D G W  and t h t  the 
demands should not bc unduly exaegemtcd. 

"Tbe Committn suggest that in such caws wherc the distribution of a 
product in sbort supply is frmncn in tbe public interest, a careful assessment 
b h o u l d  h m  timc to timc hc made of thc actual requirements. in o n k r  to 
mikc surc that in thc name of the national cnxrgency, unccunomic units 
or thow w h w  pcrlormnncc is  not up to the mark arc not given unduc 
protection." 

[Para 3.69 (S. No. 20 of Appndix X )  
of 1st Report (Fourth Lok Snbha).] 

Ac-rim tuken by Goverrvrttnt. 
D.GS.&D. Officc Order No. 96, d a d  the 31st A u w t ,  1967 (Annc- 

XU~C-) has h e n  issued stating that in cases where distribution of a pro- 
duct in ahon supply is f m a n  in public interest, a careful assessment shoulti 
from timc to time bc made of the mual  requirements in order to makc 
surc that in thc name of National Emcrgcncy uneconomic units or those 
whose pcrfurmnce is not up to thc mark arc not given unduc protection. 

Anntxum 
D1RECK)RATE GENERAL OF SUPPLIES & DISPOSALS (CDN-I 

SECTION) NEW DELHI 
OFFICE ORDER NO. 96 DATED 3 1-8-67 

SUB :--Short srrpply iretns-lmtrrstions regarding. 
It has been dccided that in caves whcm thc distribution of o product 

in short supply is fiozen in the public interest. a careful msessment d ~ ~ ~ l d  
from time to time br: made of tbc actual requirements, in order to  make 
surc that in the name of national emergency, uneconomic units or thm: 
whose performance is not up to tk mark are not given undue protection. 

All Purchase officers may pkasc note for compliance. 

(S. K. Joshi) 
Dy. Director (Cdn. Supplies) 



swndard DIsEnitioa 7 
(On fk CSIA/53(22)/l) 
Cqyy to : Audit CeU with reference to tk i r  memo Nu. CSAC/AP/4(45)/ 
67 &ted 21-8-67. 

"The procedure for msidcring ci1ses of division of thc purchasc pricc 
should provide that the pcrformancc of the firm and of thc stores supplied 
by it should be specifically cxamincd so that while rcvising the pice the 
pcrfonnance aspect is not ovcrlookcd." 

[Pam 3.105 (S. No. 32 of Appendix X )  
of 1st R e p n  (Fourth I oL Sltbhn) .] 

Ihe Comments of the Public Accounts Comn~ittcc hnvc k c n  spcific:dly 
brought to thc notice of all Purchasc Otficers vitlc WJS&D Mcnio. No. 
CSIB/45(8) /I/67. doted the 8th September, 1967 (Anncxurc-). 

GOVERNMENT OF INDIA 

DIRECTORATE GENERAL OF SUPPLIES & DlSPOSALS 

( C O R D I N  ATION SUPPLIES SECTION I B )  
NEW DELHI 

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

SUB : -Revision of payment remu after placrtnrw of contracts. 

A case bas come to notice where the contracting fum came up for 
revision of payment terms aftcr the placement of contract. The contract 
provided the usual payment terms i.e. 90% on proof of inspwtion and 
despach and the balance 10% on receipt of stores by thc 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 decisian 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 stares by the consigec. 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 d payment 
as stated above were allowed to continue even aftcr the initii  period 
of 6 months. While extending the period for allowing the liberalised 
terms of payment the question whcther the promise given the A n n  
(i.e. they would increase the production) was matched by performsncc 



was noi taken into account, Ibe Public Aocotlnts CoramirOew in t&ir 
first npotl (4th Idt Sebba) haw m d c  the fobwkg raconm#lddorr 
in regard totbeabovetramoctioa:- 

'"Ib pnxcdure for &sing cashp of revision of porcbue p l b  
dwuld provide that the pcrfooma~cc of thc fircn and of the s t m ~ ~  
supplied by it should be specifically examined so that wbiEe mising 
the pice the performance asasgect is not ovwlookd." 

All Purchasc Officer/Scctions arc requcstcd to note the above instme 
rions. 

Deputy Director (CSI)  
All PurchaPr OflicnslSecrionr. 

Rccommcndation of the Commirtce. 
"Oovernmcnt should examine whether it would not bc desirable to 

prcscribc that whcre thc Pay & Accounts Ofhccr/Qief Pay & Aocounts 
Ofkcr attached to a Deparime~ like the Department of Supply, notices 
any scrim mcpularity, he should bring the matter to the notice of tbe 
Hcad of thc Department and endorse a copy to the Financial Adviser 
of the Dcpnrtmcnt so that administrative action rcquircd can be t a b  in 
consultalion with thc Mipistry of Finaacc without loss of time. This 
would have thc addcd advantage of keeping the Financial Adviser pasted 
with thc prfarmaorc of thc firm as far as delivery of - and p y n ~ c n t i  
arc concerned." 

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

Actiott taken by Go~vrntrwtrt. 
Suitable instructions havc been issued in consulution with the Ministry 

of Finance to the Chief Pay and Accounts Officer (Supply), New Delhi 
vide Deportment's O.M. No. 13( 16) i67-PI, dated the 29th September, 
1 967 ( Anncxurc-) . 

Auanae 

DIRWIORATE GENERAL OF SUPPLIES & DJSPOSAW; 
(COORDINATION SUPPLIES SBCJIlON IB) 

NEW DELHI-1 
Routine Note No. 58. Dated : 18-10-1967. 

SBU :--Pub& Acrounzs Comn~itteo--1st Report (III Lo& S4bh4)- 
R- No. 33. 



A oopg d Drportmnt ol SuppIy Otfia: M d u m  No. 13(16)/67- 
PI. datd 2%%7 an b above sub* is forwardsd taaawith ~ C X  bslk,rrrm- 

Sd/- M. hi. Pal 
Dcputy Director (CS-I ) 

Standard Distribution. -- 
(On fik No. CSLB, 45 (9  )i'I/67 

Paper forwarded. 
Copy of Office Memorandum No. 13 ( 16) ,167-PI, dated 29-9-67 from 

Min. of WHdrS., Ikptt .  of Supply, Ncw Drlhi, addrcswd to Chief P&AO 
(Supply), New Dclhi. 

SBU :--Public Accounts Corntnifrtve- l st Report (111 Lok Sa&ha)- 
Re~mmendation No. 3 3. 

Thc Public Accounts Committee in thcir 1st Report (4th 1 . d  Subhu) 
relating to the purchase of Road Rollcn hhnvc ma& thc' following m o m -  
mcndations :- 

"Govt. should examine whether i t  would not bc dmitablr to prc.wibc 
that where the Pay & Accounts Officttr attached to a Dcportmcnt lika 
Deptt. of Supply, notices any serious irregularity, ho should bring the 
matter to thc ndicc of thc Head of the Dcpartmcnt nnd cndoac u 
wpy to the Financial Adviscr of the Dtptt. so that thc ndn~inistrnrivc 
action required can bc taken in consultation with thc Min. of Fi~rancc 
without loss of time. This would havc thc added advantage of Lecping 
the Financial Adviscr posted with thc pcrformancc of thc firm as fur 
as delivery of goods and payment arc concerned." 

2. 'Ibis Min. have accepted the above rccornmcndations of t h ~  Public 
Accou~lts Committee. It is, therefore, requested that action m a y  bc taken 
in accordance with the above rccommcndation as and when any scriot~.; 
irregularity comes to notice. 

3. This issues with the concurrence of the Min. of Finance (S.W.). 
a/- 

Undcr S a y .  to the Oovt. of India. 
Recommcndariorr of tile Committee. 

"The Committee note that the DGS&D have issued comprehensive 
i n s t d o n s  on 25th May, 1967, on progressing of supplies against contracts 
where pqps/advance payments are autboriscd. ?he Committee wouM 
like Govt. to eusure that all wntraCts wbexlc m s  payments have been 
authorisad are reviewed to ma4t sure that the gwch for wbich &.awe 
payments havc been made ate actually received by tbe consignees in d m .  
They would like Govt. to ensure that the procedure tpvigalZied for makiog 



*'local errquirics" and "cm tbt spa invmtigatioas* for making sue of the 
mxip of' goods by consignees is givcn eflFcd to by the field iar 
fetter and in spirit." 

[Para 5.13 (S. No. 48 of Appadix X) 
of I st Report (Fourth Lok Sabha) 

Action taken by Governrncnr. 
D.G.S.&D. Office Order No. 86 dated the 14th Augmt, 1967 has hcen 

isaucd to meet the requircmcnts of this recommendation. 

'The CommiUcc desire that the loss of fib from the of[ba of the 
D G W  may be invc4gatc.d and suitablc action taken against tbe persons 
;u fnult." 

[Para 6.37 (S. No. 54 of Appendix V) 
of thc 1st Report (4th Lok Sat3ra)l 

"The Committcc note that the Central Bureau of Jnvcstigatian have 
drcady been asked to investigate the possibility of collusion bctwecn the 
firm and the mcmbcn of the stall of D G W  either on the purchase side or 
on t& inspection aide. T h e  C.B.I. may elso bc infonncd of the 1m d these 
files in caw the cfforts to trace them in the ofice of thc DOSBD faiLW 

para 6.38 (S. No. 55 of Appendix X)  
of thc 1st Rcporl (4th Lok Sabhn)] 

"Since any dclny in finalisation of thc invcstigation might make it dficult 
to pinpoint responsibility in this case, the Committcc desire that the C.B.I. 
should finalisc thcir investigation expeditiously." 

(Para 6.39 (S. No. 55 of Appcndix X) 
of the 1st Rcprt  (4th Lok Sabha)] 

At the cnd of Dxcmber, 1965 the following 9 files were missing :- 
S. No. 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
X .  
9. 

AIT No. and dote 
SE7/5689-K/5690-K/175-L/11/27 12, dt. 19-3-60 for 9 Nos. 
SE7/ 1 7 1 l7-M/II/3OO7 for 1 No. 
SE7/ 17 11 8-M/I1/307 for 1 No. 
SE7/13415-M/3007, dt. 12-7-61 for 1 No. 
SE7/5754-K/II/3053, dl. 18-8-61 for 19 Nos. 
SW/l  SlO9-M/II/3O6O. dt. 22-9-61 for 2 Nos. 
SE7/972-M/II/3061, dt. 22-8-61 for 1 No. 
SE7/20227-1/11/3027. dt. 3 14-61. 
SE7/2842-N/IT/276, dt. 6-8-63 for 2 Nos. 



Eight files at S. Nos. 1 to 8 have k n  traced out from t b  Rndi- 
mian Wing and the Record Rm1n of thc DG!S&D in the later part d June. 
1967. Fi at S. Nm. 1 and 7 haw ken handed ovcr to Spxial pl icc 
Eablishmcnt cm 7-7-1967 and filcs at S N M  2 to t~ and S h:wc bstn 
handed over to S.P.E. on 1-7-1067. 

?ha remaining file vi7. at S. No. 9 i s  not Irit~~aihk. It, however, p a t a b s  
10 Am No. 276. dat:d 6 8 - 6 3 .  A l  pcr P&AO. Calcutta's stalcmcnts, thir; 
4 fT stands canccllcd on 4-1 1-63 No road rollcr wos put up for inspection 
against this A /T  nor any pa) ~~~~~nt m ,de  q ; t i ! i \ r  thiq A T. 

A cop of Ictrcr No  OSi) Pt\C-Rcyort/b7 54 & 5 5 ,  dt. IS  iYth kp- 
;ember, 1967 to Shri R. K. Kaisinghani, I3cp111y lii\pc.ctor Gcucrd, CBT, 
R.  K. Puram, Ncw Delhi cxpl;iining the position in respect of the 1nLssfq 
files. is attached as Annexurc. 

Chp) d lctlcr KO. OSD PAC Report 67 54 4l 5 5 .  htc'd tliz 18/19th 
Scptanbcr, 1967 from Slwi A.  R .  Kihoslir, Director (Spccid Duty), DGS & 
D. New Dclhi, addrcs5ed to Shri R. K. Kaisinghnni, Dy. Inqxclor Gcncral, 
C.B.I., R.  K. Purnm, h ' c ~  Dclhi. 

KEPERENCI : Your D.O. lcttor No. 6351/3/22/66-GWI-CIA(I), dt. 21-8-67 
to Shri S. S. Puri, Director (Vigilance), Departnicnt d 
Supply 

I am directed to state that with regard to PAC recommendations S. Nw. 
54 and 55 (Paras 6.37 and 6.38). the position rclating to  the loss of film 
from DGS & D otficc is k 5  under :- 

At the end of December, 1966. thc following 9 files were missing :- 
1. SE-7/5689-K/5690-K/ 1 75-IJ/II/27 12, dt. 19-3-60 for 9 Nos. 
2. SE-7/ 1 7 i 1 7-M/11/3007 for 1 No. 
3. SE-7/ 17 1 1 R-M/11/3007 for 1 No. 
4. SE-7/13415-M/I1/3007 dt. 12-7-61 for 1 No. 
5. SE-7/5754-K/II/3053 dt. 18-8-61 for 19 Nos, 
6. SE-7,/151W-M/11/3060 dt. 22-9-61 for 2 Nm. 
7. SE-7/972-M/i1/3061 dt. 22-8-61 for 1 No. 
8. SE-7/20227-L/11/3072 dt. 31-8-61. 
9. SE-7/284%N/II/276 dt. 6-8-63 for 2 Nos. 

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



1967. F i b  at S, Nos. 1 to 7 wme hobdcd over to SPE on 7-7-67 and 
blco at S. No. 2 to 6 and W wcre hiadd over to SPE on 4-767. 

Thc remaining Alc at S. No. 9 ir not traccablc. The Aie, howcvct, pM- 
r a m  to A / T  S. No. 276 dt 6-8-63 As per P&AO, Calcutta's stateaaant. 
this A/T has been cancelled on 4-1 3-63. No road roller was put up for 
i n m t i t m  against thip A/T nor any payment qade whatsoever against (his 
AfT. Hencc it i\ consickred that thc los% of this file, which coulQ not ba 
traced i(i not very material. 

In vtow of the psi t ion statd above, no further action is now consider- 
cil ncc;c,aiiry on thcsc rccommcndetion~ 50 far RS DOSdLD are concemcd. 

Hr~commcrrrJatiotr n/ dir (bmmirfee . 
"Th: Cnnlmittcc whilc tleirling with t h ~ r  caw. have been conscious of a 

fceLng 01 oppression cauwd by the numcrou\ point3 at which the absellce 
of ;rdqu;ttc mprvision hru ma& i t d f  felt and the handling of the tax- 
payers' money has hccn eharactcriscd by 3 kind of casualnes% and light- 
heartcdncss that was not to bc expcctcd from thmc entnrstcd with the handl- 
ing ol public funds and ttlc aftguarding of thc public interest. In the 
rcsult, thc fullest advantlrgc was takcn of these lapses on the pan of certrin 
oflicm of Govcrnmcnt by the firm in question " 

[Para 8.12 (S. No. 67 of Append~x X)  
of thc 1 ~ t  Reprl  (4th Lok Snhha)l 

T h i ~  is a gcncral rm)mmcn&tion I t  is h o p 4  that in v i m  thr. 
c~isttng Of5ce Ordcrs and Circulars on the subjcct and thow issucd recently, 
thcrc will bc grcnter realisation on thc part of the C)overnment officials to 
cxcrcisc proper cnrc in s;tfeguarding Govcrnmcnt interests. 



RIXXlMMENDATIONS WHICH THE CX)MMITTEE DO NOT DESIRE? 
TO PURSUE LN VIEW OF THE GOVERNMENTS REPLY 

"Ibe h m i t t c c  are unable to understand. how orden for 69 Road 
KoIlers werc cancelled, aftcr making 90% of the advance puymcnt totdlhg 
Rs. 31.09 lakh\ to MIS. U.P.C.C. (P) Ltd. They find it even mom 
tfifl&cult to appreciate how Govcmrncnt should not 8djust the un~unf  
advanced t h u ~  to the firm against other orders or nltcmotively diverting thc 
road rallen. for which 90% advance had k e n  paid, lo other cmsignecg. It 
IS also a nloot p i n t  whether Gobcmment could not h : ~ w  used its pivotal 
position to rccovsr the advance\ madc to the tirnl by refusing to is= 
r c W  orders in favour of quasi-govcmmcntnl mdcnton until thc advances 
were returned. The Committee would like Govcrnmcnt fully to investigate 
the matter and take deterrent action against the partics at fault. Rcmcdial 
mersureq \hould a h )  be dcwiscd ro c'nwrc that such I D P W  d o  not recur." 

[Para 3.82 (S. No. 26 of Appendix X )  
of  I.;t Repon (Fourth 1.0); Suhhn)] 

AU the Ordm for 69 Road Rollers against variouq A/Ts wcro cancelled 
in October and December 1966 h which timc all paymcnts to the tlrm 
fm D.G.S. & D. were stappcd and the matter had h e n  reported to the 
C.B.I. for investigation. It will, thcreforc, bc appreciated that the quc* 
tion of diversion of' these road rollen against orher A/Ts or rtdju~tment 
of the advance did not arise. 

69 road rdlcrs tnentioncd above, arc not in existence. Thcrc were 38 
road rollers at onc time which wcrc re-inspected and inspection notes issued. 
Out of these 38 road rollers, thc firm despatched 5 Nos. directly to the rea- 
psctive wnsignccs on 23-1-1967 and 4 Nos. have been delivered on 6-5-1967 
to D.G.S.&D., Remount Dept., Calcutta. Thuk a total of 9 r o d  r d e n  
have been received. From the time when the alleged fraud came to light 
In September, 1966, no relca\e order has been issued to M/\. UPCC by the 
D.G.S.&D. 



HLiCYMiMENDAnOrj ilu' IUWE?CT (W WHICH REcB1IES OF GOV- 
ERNMENT ARE NOT ACCEPTABLE TO THE COMMI'ITEE AM) 

Wf1ICI-1 HAVE I3FF3 RESTRICTED 

' I h c  Comniittcc rcprct to note bl Chid Pay & Accmnu Officer was 
ntvt cimulwd heforc thc r claxcd tcrnl, o f  payment mere adopted. This IS 
all thc morc wriouu In vtcw of thc f a ~ t   hat Chid  Pay & Accounts OBicu 
had dcsrrcd In the pa\! lliat ho should tw aa.sxiiated ut~rrcvcr the terms d 
paymcn; were rclaxd." 

[Parn 3.30 (S. No. 6 of Appendix X) 
of 1st Report (Fourth Ldr Sahha)] 

"Thc Conilnittcc i~ctuld like the 13epartment of Supply to consider in 
consultation with the Ministry of Finance, whether it would not be bettcr 
in thc intcrcct of financial prudence to prc~~ribc thal, in aU cases d sub- 
stantial relaxaticm or nmfification of tcrms o f  payments, the advice of Chief 
Pay & Accounts Officer is invariably obtained before taking a final docidon 
in the matter." 

[Para 3 .3  1 (S. No. 7 of Appendix X)  
of 1st Rcprt  (Fourth I.& Sabha)] 

44 clion raktw by (hrwmtertr : 
Parn 265 of the Manual of Office Prtxcdurc for Supplies, Inspection 

and Thspnsals alrcady provides that if a departure from the standard system 
of paynient is to bc mode in any case thc orders ot the I).G.S.&D. should 
he ohuincd through rhc Co-ordination Supplies Scction which wlll consult 
the Chie f  Pt~y and Act-ounts Officer and obtain orders of the Government 
whew necessary. T h i 4  provision ha, i11so been brought to the notice of all 
ctroccrned through Para 1 o f  thc D.GS &D. Ofice Ordcr No. 141. dated the 
26th Novcmbcr, 1 Y6(1. 

DIRECTORATE GENERAL OF SUPPLIES 6: DISPOSALS 
N. 1. BUIL.DING, PARLIAMENT STREET, NEW DELHI-1. 

OFFICE ORDER NO. 131 Dated 26-11-1966. 
SUBJECT :-Departure from the stwndmI terms of payment provision for 

obtaining adeqitate sccurity where payment before despatch of 
stores is allowed with the approval of competent authorities. 

As Purchase Sections are aware. the standard terms of payn~cnt pres- 
,:tibed in the General Q Special Candidom of Contract governing contracts 

4 6 



cRfMd into by h c  DGS&D Fcmn No. IXiSdD 68-Revised, Fonn D O W -  
WJ70 and Eim ffiS&D-71 prowdr for an in~t~; t l  p;r:\rwnt of Y S q ,  98'% 
:uid 8QC; mspcd~vety on proof of despatch aftcr inspctian and production 
ot hqection  not^ Initi.11 payncnt after inspcctron hut More despatch b 
.r departure frmn the above stnndarJ tcnuq. Par.\ 265 of the Manull of 
otficc Prcwdurc for Supplies 111<lu.~.l ton and T)i\jw~.il\ luys down that if 
,I &panure from thc srundard ~ysteni ot paynicrit I \  to tx made in my 
c u e ,  orders of the DGSSLD should I \  0bIi1111:cl through Co-ordiaatlon 
Supplies k t t c w  uohich will consult the Chief [',I\ h k w u n t s  O e e r  and 
obtain the onlr.r\ of the Govcrnmcnt 

2. fn a rCr;L'rrt caw, i t  was olwenccl that :~d\uncc payment aftcr inspac- 
Iicm but beforc despatch was i ~ l l ~ > \ + ~ t i  with thc itpprovid of competent 
:wthorities, but n the CWtraitor\ f;ril~.d to supply -1or:s for which puymcnts 
were rcceivcd hy them bcforc dcsp;~tcti. ccnrlin diniciilties Rrosc. Thme 
diflicultics could have been avoidcd i f  adcquatc security wrrs obtained fm 
the contracton t o  ensure that thcy si~pplied storc4 iwurding to the term of 
the cont ractc againit which such i i d \ . i ~ n ~ ~  payments wcre mitdc. Atlentirm 
rn thi\ connection is  inviicd to 0.0 U C ~ .  69 d;itcci 24-5-63 nnd 0fia Order 
Yo. 1 5 1  datcxi 22-1 1-63 with whic.li Ministry nl' Supply & Tech. k v . ' s  
ordcn regarding t w  accoirnt pa!nlcnt,'progress p;lynicnts wcrc circulated t o  
Supply Section\. I;ndc.r t he ahovc 0iIii.c Order>. : ~ l ~ q ~ i l t e  sccurity such as 
hypothczation dccJ ;tnd insurance covcr;'Rank Guarantco havc to bc obtain- 
zJ bcfore au tho r~ ing  'on account'/yrogress payn1etit%. which arc in thc 
nature of payment.; in advancc of &\patch of store\ covered by the con- 
t r m .  It has k c n  decided that :i sin~ilar security such a s  Bank Gunrantcc: 
\hould tic insistd upon from thc contractors whcncvcr standard tcmv of 
payment arc r e l a ~ ~ c !  and adt;tnci. p;l!.mcnt beforc t l~ipatch of s t o m  is 
:tllowed. 

3. Supply .%ctlan:, arc rcq L I L W C ~  1 0  norc thc h o v e  instructions care- 
tdly for strict compliance. 

Sdl- 
DIR EC'TOR (C.'iM)&M ) 

Standard Distrihutwn 
[ & ' ~ i l r ~ o .  c S ~ /  1 ( 15) ,/ 11,641 
Hecomendatron oi the Committee . 

''The Commi tw  would like Govcnirnent to l o o k  into thie serious omis- 
slon and fix responsibility for it. They would also likc Government to talce 
suitable remedial mekures to ensure that, where a dccicjion is taken on 
Government file, the attached of f icec  concerned not only keep compiete 
copics of the notes and orders of Government on the subject but also take 
suitabk measnwu to comply with them." 

[Para 3.72 (S. No. 22 of Appendix X) 
of 1st Report (Fourth Lok Sabha)] 



Tbe question of fixing responsibility for tbis )ape b kuig cx.m;l\aa lad 
Ibc Public Accounts Commiaee will bc domed in due course. 

As regads rcmcdial mcasura to cnrurc ha2 when a decision k t a b  
on P Govemmcnt fik, thc attrchod offik cmmnd not only take cam- 
plcte copies of nates and orders oa the s u b w  but also Eakc saftrWe 
measures to comply with them, DO- have id Memo. No. 3(8)/67- 
W M ,  datcd 4-%!Oh7 (Annexurc). In  this Memo attention bir\ 
hccn drawn to Memo No 3 1 R )/67-O&M. dated 17-5-1967 (Annexwe XI) 
which cnvisagm that dcalirlg officer i.r. Deputy Dircctor/Assistant DiraJor/ 
Scctkm OfRccr should himwlf examine the caws rtfcnrsd to the D.OS&D. 
by other Dcpanmcntz and cnsurc that all rcleiant extracts have bten taken 
therefrom. As noncompiiancc of Oovcmmcnt's decision intrmatcd to UEIEh- 
cd/subrdina& &ccs i s  tantamount to a sermus lapse m thc p r t  elf OW\ 
coaccnwl, the Branch Oficcr and thc Officer-incharge of the S d m  
bhould personally e n w c  in future that where a decision is taken on a Oov- 
crnmnt file nix only complcte copies o f  the notcs and orders of the Oovern- 
mcnt on the subject src rctuincd but also s t k t  watch is kept for urgent cmn- 
plipncc of thcse dcciqions. 



.9SNES URE-I 

M E M O .  

St H .--(I) Unollicial refcrcncc~ filcs rctcrrcd to Iy the Ministry of WHdrS 
Othcr Dcptts. ctc.--rctcntion of relcvant cxtrircrh by Attached/ 
Suhrdinatc ol!ice\ of the decision, t i ~ h ~ n  on Govt, tilcs and en- 
w i n g  ~ t r i c t  cor~lpliancc thereof. 

In their lirst report (f:ourth 1-oh Sabha) Publ~c Acwunr4 Commttttx?, 
w h ~ k  examining a ca<c rclating to thc purchi~w of' Koi~d Rollcrn, have ni& 
the following observations : 

"Thcy would a l w  Itkc (iovernmcnt t o  titkc. suitable rcrncclial n m -  
sures to ensure that, whcre a deckion is takcn on a Ciovcrnn~cnt filc, 
the attached oficcs conccrncd not only hccp complctc copics of thc 
rwtcs and orders o f  Govcrnmcnt on thc subjcct but ul+o titkc suitable 
measures to comply with thcm." 

2.  Imtructions wcre rcccntly ~ssued in 0 L M Division M c m  No. 3(R),/  
67-0 & M dated the 17th May, 1967 which cnv iqys  that the dealing ofliar 
i.e. Dy. Dircctor/A~stt. Dir. 'Scction Officer bhould himwlf cxaminc the c a w  
refemd to this officc by othcr Depth. and en<.urc that a11 rclcv~nl extracts 
haw bccn t'aken therefrom. As non-compliance of the Govt.'ci dxision 
lntimatcd to the Attachcd/Subordinate offices tantamounts to ii serious lapse 
on the palt of the officials concerned, the Branch Officer and tho officer 
incharge of the Scction should ~ x m n a U y  ensure in future that where a h i -  
sion is taken on a Govt.'s filc, not only complctc and the relevant extracts 
of Ebt notes and ordcrs of thc Govt. on the subject are retained, but also 
%tnct watch is kcpt for urgent compliance of thcx decisions. 



3. Thcrc haw: rho k e n  ssm c s w  in r h ~  pakt ~bhrrc a?mpiahtr ~TIXII 
rniof ofhccra d the Accounts r)eptt ar ucll from \ariom other SOWWS. 
,tcidrc$d to the office9 of this Uoiu:. habc ntrt hccn attcndcd to prczmplt), 
ntrr wre thcy brought to the notice of the senior nfliccrs It has ;tccordin$y 
hm dccidcd that complaints rcoerv~d hy this office f r c m  thc variour slMtrw. 
prticularly from the officert, of the Pay & Accounts Otfice etc. should bc 
wutched b) thc recipcnt ofhccss or clear dlmtion\ s~u~uld be @\-en to the 
junior oIficen (Dy. Director 'Asgtt. D i r .  'Sccr~on ( f iccr)  for their pronrpt 
d r s ~ ~ ) ~ i \ l .  'Ihcy will also no doubt cnwrc du: rrmetiii~l measures where M- 
ccwry arc ukcn without Inw uf timc. Compla~nts of =ally wrlous nature 
involving fraud and thc hkc. should bc hrnttrh! inimcd~atrly to the notice 
crf thc higher olficcrs 



2 .  I t  h : ~ \  lwcn ol)wr\.,J ihiit !hc iti\truct!on\ icfcrrcd to a h w c  a r t  not 
o!xcrvcci full! inGlsrnucti ;!., i\ h c n a c r  an ct t t  ; c t  I'ronl tilt., /C,ISCS rcwiva l  
f r o m  othcr I)cpartriicnrs CIC. i \  rcquircd to bL' b q ~ .  this jot) i4  left t o  dcaling 
:Issist,mt C'IX' \,11t.) cxel ; l i b  t11:ir own i l i ~ r i . t ~ c m  in thc m;rt\cr. and +ionic- 
hmes lcnvc out ~nlpor:ant  n o w  ctc. I t  I I . I ~ .  ~ l ~ c ~ e l o r c .  hccrl dccidcd I t i i ~ t  
in the C*C\ rc:~-rrcCI to i thji i .  !!ie dcaiing otliwr i.c,. I)). I)ircutor/Assistiint 
Isrector k c t i o n  OlTiccr should hirnc:lf c w r ~ l i i ~ i .  tlic c ; I \ ~  ariti give clcar ins- 
tructions t o  !I12 jcali11;: :"ri\t;!rit. 'C ' IC~LLI  i~ldic;t!itig 111~. ~?ortions of which 
Lxtract shotrlci h: bcpt for t c c ~ r c ! .  'Thc o ! t i i< r  r:iihitrp of ttic .kction should 
4 s f y  hinl\~'II' [hilt all rc1ci';~nt L.\I:xI\ h : ~ \ c  hL.crl titbcii and cnsilrc mrrect- 
I I ~ S  of thc \am< txlforc rct~~rniri,: thc L*::\L. 1 ~ )  tlic Ikp11. ctc. from wlwrc: i t  i c  
rcceivcd. 



"The COmmitt~~ feel that the request of the firm of Scptcn~her. 1963, re- 
garding withdrawal of discount cd Rs. 250 per road d k r  should hart - 
cx;unibca by thc D ~ q m t m m t  of Supply and thc Mmbtry ol Finance rn tbc 
lyh t  of the rclaxatmn in tbc terms of payment already agreed to hy thcm in 
J d y ,  1963. Since the terms of payment had already been rclaxed in J ~ Y .  
1963, which in ikif pave a amamion t o  the firm of about Rs. 1,900 pcr 
r d  rollcr (1 4 .9  d~xlount ca r lm  offered by the firm in thcrr 5th rquerp. 
the w i t h b a w d  of d~scount crf Hs 250 per road rollcr was iin add~tional 
h e 8 r  t o  the firm." 

[Para 3 . 0 3  ( S .  No. 27 of A p p n d ~ x  X )  
of 1st H ~ p o r t  (Fourth l oL  %bha)l 

Diwount of HI. 250 was ~ p c ~ f i c a l l j  ofTcrL.tl by the firm in their 1961 
oflcr far 37 road rollcn. 'Ihc \amc r l i ~ o u n t  continued ti)  apply to 6 u k -  
qwnt A/Ts placed on them upto 17-12-1963. In Scpternbcr. 1063, how- 
cvct, thc firm advised D.G.S. & D by a letter that this discount should not 
bc me& applicable to furthcr A 'l'<. This h;id t o  be agccd  t o  on account 
of thc following factor- :--- 

( : I )  Thcrc \ \ ; I \  no Icgal basis f o r  IXiSAl) insisthg on lhc firm to 
continuc the \ilm< d i ~ o u n t .  

(17  ) The i,thcr mad rcdlcr manufucturi~r~ wcrc nlan coming up for 
incrcaq in price$. 

( c )  U.P.C.C. prices stdl rcma~ncd conipctitive cvcn after with&+ 
wa1 of discount of Ks. 250. 

In [his connection, thc Ministr} of F~ l l , i n~c  h , ~ \ c  f u r n l \ l ~ d  ;L note, a 
copy of which is e n c l o d  a4 Annexure. 

Thc Ministry of Financc haw stated ( r ih Appendix I 11) Ministry'\ 
note) that the fact of rciaxation in the terrnx of payrrlent hak~ng been allow- 
cJ to the firm "onlj rcccntly" had riot becn brought out in thc notes that 
wrc submitted to thc Ministq of F~nance b) thc Director G'cncral, S u p p h  
and Disposals in &toher-Novcmhc.r, 1963. The fact, therefore, remains 
that the q u e s t  of the firm of kjgernbcr, 1963, regardins ~ i t hd rawa l  of 
discount of Rs. 250 pcr r<)id roller, was not cxanlined by the Department 
of Supply and/or thc Min~str) of Finmcc in t lw light of that relaxation which 
had been agreed to by thcm in July, 1963, involving a concession to tbc 
firm of about Rs. I,Y(X) pcr road roller (+ 4 per ctw discount earlier offered 
by the firm. 



ANNENURE 
hW4IS'IRY OF FIS:\NCE (SW) 

It would tx seen from the rckvont notmp that t k  casc was suhwhxi 
to a thorough scrutiny in the hlinbry ot kinitncc. Whtn thc IXrector01~'~ 
pmOIMal was r&vcd by Finnncc with a twrc notc informatron q u i d  for 
consickring it was asked for from the 1)tn'ctc~rntc. The tcndcr of 1961 
loo&ed into and Jso thc ovcrall pictun. of ttk p r k s  and terms and c o d -  
tions of the 3 manufecturcm. The caw fully gone into with ~ ~ ~ B I I C C  
to ( i )  the amtrcPctual right of the Govcrnn~cnt to claim rhc w n t i n w c c  of 
discount; (ii) tho price structure of the thrcc mnnufacturcrs, and (tit) thc 
rslativc terms and conditionc. 

In regard to ( i ) ,  it H a \  noticed that thcrc \4ilS no contr;ic.tud right on 
our side to claim or an obligittion on the par1 of thc f i rm  to continua to 
pve this discount. Imgally, thc disctwnt coilld not t1;it.c hccn insktccl 
u p n .  

Weparding ( i i )  the cxistrnp price of thc roirtl rollers \upplicc! by IJPCC: 
h d  k e n  fixed in June. 196 1 .  Sincc thcn tlicrc had bccn ir \uhstmtid in- 
crease in pricc of the various articles pirrcliawd by thv 1X;MO bccauw 01 
the Chiaex aggression and othcr reason\. M \. Jcssc)ps, itnother producer 
of road rollcrs whose price had also bcw tintivcd in February. 1961 at Ra. 
48,927 inclusive of excisc duty of Rs. 304, h t l  k e n  allowed an increase of 
Rs. 401  in September, 1962 and in 1963 thcy had put in  i h  clcniand for i t  

further increase in price by Rs. 1,874 i . r .  about 4.6% over 1061 prices and 
3.8% over 1962 prices, which was currently under considrri~tion. At the 
same time M/s. Britannia. the third prnduccr had also put In a dcmand for 
an increase in the price for their road rollcr.; by Ks. 3,1100 i.u. ahout 6'5 
over their price of Rs. 47,310, Negotiations had k c n  hold in c;rrly 1963 with 
botb M/s.  Jesops and M/s.  Britannia on ttic price question hut no agree- 
ment had been reached. I h e  proposal o f  thc I1.G. to agrcc t o  the requwt 
of UPCC for withdrawal of thc discount w a h  considered r n  this context. 
Viewed in the light of the dcmand made by thc other prtduccrs and thc 
disuhsiws held with them, the proposal did not appear to bc unreasonable. 
The fact that tbe firm had been aIlowed a conccssion in payment tern did 
not enter into consideration for the follou.ing reasons : 

There was no uniformity in thc terms and conditions of the contracts with 
the three firms. In the c a x  of Mi$. J w o p ,  the contracts provided for 
variations in pice on account of variations in the price of engine, steel, 
wages, customs duty, rate of cxchangc LI., well as excise duty on engine. In 
the case of MIS. UPCC thc price wag subjcct to variation on account of cw- 
toms duty on. imported components, c.uci<c duty on engine and variation in 



thc ratc 1>1 c ~ h m g c .  -y a l w  had c o ~ s i o n a l  payment ! e m .  In tk case 
( d  M/s. Br~tannrs, hwcvc.r, thc plct was subject to variation rn aaxunt 
cd cxcillc duty crn cngiac on14 I t  was dificul: to cwluaw h variations 
In thc t e rm and cond~fionk ( ~ f  thr three firms Prirnn focir however, mn- 
derinp that hi/'$ J e w p  had ken allowed variations on m e  items of 
crnt, i t  drd not appear that thc t r m s  allowed to 1!PCC including the con- 
cesurion&i paymznt terms wcrc very Itberat. Thc dlicers who dmlt with the 

at that trmc wen not pcrwnally aware that thc relaxation in tJw t e r n  
o?f payment hid tmn dluwccl cwl\ rrcently. Thl\ fact h d  not been hroaght 
out in the ncrtcz that were .iul~n~~rtc.tf to them by thc DGS&D There was 
tllereforc, nu r e a m  to cnrrclatc thc proposal for withdrawal of the d i m n t  
wtth thr dcct\itm to allow thc rr . l ;~~,~!~rm i n  piymcnt terms. Jt wa\ bclicved 
thirt t h ~  exr\lrn,r prlcc and t t ~ t  I; 1 rn, had k c n  fixed taking into acccnmt ail 
rtrc n'kiirnt l.lcrorz, and t11c 1 1 1 '  pwl rcgurtling urthdrawal of the discount 
was co~i~ic lcr~~d o n  nlcrlh rn ti,: !1g!l1 of thc cw.trrig circumstances. 

I t  is dtwlrtftii tf  i t  ccwltl I . \ , I  tl even In r.trcrpc.ct that the withdrawal 
of rhc dricout~~ l~rrcl conferrc.J ,111 U I I ~ I I C  twnctit o n  the firnl, hut for the fraud 
~umrnittcd ly 11 ~ h ~ c h  came t o  I q h :  Iutcr. Aftcr pmtrictcd negotiations with 
M/A. Jc.iu)pz .uld M/n. Ihtiinri~.l, tlicy wcrc r~llowcd incrcases in pri* of 
I(%. 1,672 and R5. 2,100 wttr cltccr from I-5-64 and 1-6-64 rccpctivoly; 
the incre;w wou'J work. O I I ~  to 7 4 irnd 4 6'; cjtcr thc~r previow prio.9 

"l'he C'oninli:~,.~. irrc S U I ~ ~ I H ~ I I  10 note, 1I1:it w hcn the Negotiatmg Coni- 
~ilittcc l i n a l i ~ d  Ihcir ncgotiatlcrn. ;rtwiit thc incrc.~v in pricc of thc road ml- 
lcrs suppliccl by tlw fir111 in Scptcnlkr, 1965. thc dice of the D G.S k D. 
ciid not spcciticaily bring to rhc nvticc of thc Conimittee thc poor perfornl- 
.mcc of thc Arm against the tnriotls A!Ts placcd on them in the past. The 
Committw feel h t  the pa\! pcrforn~ancc of thc viirious h s  along with 
the quality of therr nuJ rollm \hould ha\v hccn brought to the notice of 
the Negotiatin~ Committee. s o  that thc demand for an increase in price 
could have been examincd in prtbpr'r pmpct ive .  It is ulso s t m g  to note 
that the Ministr) of Finance d ~ d  not enquire ahout the performance of the 
tim~ against previous contracts o r  about thc working of the road rollers sup  
p k d  by them, while agreeiiig to thc increase in price of road rollers." 

[Para 3.94 ( S .  No. 28 of Appendix x) 
d 1st Report (Fourth Ltk Sabhs)] 



Ihc first pan of this rccommcndatk~n i s  k i n g  examined by V i ~ l m c  
and the last portiaa by the Ministry of Finnlnu.. The PuMic Accounts Cam- 
mi- will hcr infarmid of the result i r r  (luc c'ounc. 

The hblic Accounts Comrnittcr h a w  rccomn~cnd~d r h t  111 orclcr to 
safeguard Govcrnmcnr's ~ntcrcsls fully the rcprcscntntlvc of the Mrnistry of  
Finance should hc Inv,irrably consiiltccl nt thc + t a p  of \r.r~tic;\tion of 
financ!iil standing and v)i~ndnc.\\ of ii fin11 

( a )  txforc thc rcgistiiition; and 
( b )  bcforc: placing initial ordcrs o r r  an unrcgistcrccl lirnl. 

T h c  q u ~ t i o n  of prescribing in thr Rules that the Ministry of Fin- 
shall tw consulted at tile siagc of verification o!' t l k  finirnci;rl \tanding and 
soundness of ii firm bci'ore its rcgistrat.h n i  ; i i>o l o r  placinil ini:i;~l orders 
~1 an reFjsti.rcd firnl. ha\  bccn carefully exall:incd in  consollir~io~ with that 
Ministry. It  is fclt thnt thr: cxisling milchincry in  thc I1.G.S. & D, for verifi- 
cation of financial standing of firms f o r  purpo:ds of rcgis;ration/rcncwing 
registration is quite adequatc for the purpose. Besides, as the number of 
cases relating to registration/rcnewal of rc~is1r:ition of firms is quite larp,  
prior consultation with Ministry of Finance is bound to cause c o t . t s i d c r a ~  
&lay in the disposal of thecc cases unlcvi thc existing staff in thc Ministry 
of Finance is rcinforccd. A.; the objcctivc bchind the rcccrmmendatian oQ 
the Public Accounts Cornmittce is that the financial sounclncss of firm; seek- 
ing registration should be s c ~ t i n i s e d  very carefully by an agency which is 
fully qualified and possesses the necessary technical competence, the purpose 
could be better achieved by obtaining the services of an experienced o w r  
hum the Dapartment of Company Law Admjnistmtion and appointing hkrr 



I14 Iic-y~ty I3ircc4irr 1 Rcgis !rat wn ) agaimt a p x t  almady smct and m the 
I1 G.S. & D. Thi* c a r  would he qudificd ta ~amiac ,  m a complthclrrrvt 
monncr, dK capital structure of thc compsws, their b a b  obaotf and 
profit asd I(%\ trcounls and thu* urould be in a position to makc 8 correct 
xswssnlcat of thc financial rmnJne4s of the firms for regisvation puqmcs. 
With buch an o f h r  in porititm. 11 would become unneccjsar). to &t the 
Minifttry of F tnnm.  Howcvcr. tn dnubtfui and complicated asem it 15 

pqmcd  to providc that thc Minlstry of Finance should be coasdted, in 
such matter\ 

As rcprdz ckmwltation u ~ t h  t l~c Minictr) of Finance at the stage of 
vcnfkatmn d the Gnancial st;tnd~ng and ~cwndnt4s of the unregilitcltd firms 
hcfon: placing ~nttlal order\ on h m .  the cxktlng prcxcdurc I$  that orders on 
unrcgirtcred firnv, arc placed ;tftrr obtaming Ixrnkcrs' r c p n .  Income Tax 
(Ilaatancc Certificate and conipctcncy tapcit) .  rcporr from thc Inyltclo- 
rat& conccrncd of the D.Ci.5 h. I) Morcuvcr. order\ arc placed on the 
unrclgstcrcd firm\ gcncrally aftct ohtainrng sccuritj depos~ts from thenr. It 
would not trc pract~cablc to consult the Ministry of Flnance for wrificatn>n 
of thc financial \tanding and soundnctr of thc unrcgistcrcd firms before plac- 
1% ~nitial o r d m  on unrcgistcrcd firms. as thc number of these ascr would 
hc vcry l a r g  anti prior ctmsultation with that Mmistry would result in cocl- 
w k ~ a h l c  dclay In the covcriip of thc ~ndcnts. It is accordingly felt that 
rhc cxrbting practrce of pluclng tul i i t ~  orders on unrcghtcred firm should um- 
tlnuc, as i t  ;11r~..iJj pviClc\ ,~ilcqt~;itc \:lf~g!~~rd\ 

"The Cmun~ttcc would iil\o lihc thc Wpartmcnt of Supply to cnsurc 
that all cases wh~ch involvc iini lkpirturc from standard itcms of payment 
with suhstar~dal finuncial rcpcrcus\ion should bc examined by the Fim~cii i l  
Advw r c o n ~ ' e r ~ ~ ~ ' d  bcforc fin;~I ordcrs arc psscd." 

[Para 3.104 (S. No. 31 of Appatdix X) 
of the 1 st  Report (Fourth Lok Sabho)] 

Para 265 of thc DGS&I) Milnu31 of Office Proccdurc for Supplies, Ins- 
pwtlcrn and Disposals elating to 'Dcpirture from the prcscrikd system of 
payment' is k i n g  amended to protide that in a11 cases of &partun? fmn 
standard terms of payment involving substantial financial repercussiows, the 
cases will also bc. submitted to t h ~  I*-inaecial Adviser concerned before final 
orderh are passed. 

''The Committee have already cornmentcd on the inadequacy of 
Cmvernment action in issuing on 1st November, 1965 to the h a mere 
letttr of warning to desist from irregular practices. The Cornmittce t#t 



that had the DC,SdcD gjvcn carcful considcntion to thc concrctc: su.qx&w\ 
made h thc P & A.O. Dr.pnrtment of Supply. Cnkutts. t o  ~.cowt the 
.advmce payments taken bv the firm without dcspntching the road rokt 
Cram tbc outstanding bilk d tha firm, Oowmment would hnvc b n  savcd 
ctrnsiderablc financial loss. Thev also feel thnt hnd the three points for 
:iction pwl hv thc C.P. A;: A.O. in his Ic'ttr~r of M,~rch, 1966, namely : 
i n d g a t i o n  i n k  the abnormal delays in despatch of road rollm by the 
firm, physical verification at the firm's p m i w  of the road roikrs already 
inspected and paid for but not despatched, and critication of receipt of 
r o d  roller\ from consignem been pmcccdcd with. the mnlpmctkm in- 
dulged in by the fim would have came to light cnrlicr. The Committee 
wwld liLc Governmnt to invcstigiltc why sdcquntc action wns not taken 
on thew  communication^ o f  thc P. & A . 0  hpnrtment of Supply, Cahtta 
and C.P. iY: A.O.. Ncw Iklhi Thy a l w  lecl th;lt prt~cdurc should ty 
dovised b\ which such complaints from icnior accounts officials of thc 
Dcpartmcnt recrived the personal attentian of senior officcrs of tho Do- 
partment \o t11;it rcmcdinl measures arc initiated without loss of timc." 

This aspcct i \  being invcstigatd and thc Public Accounts Commiltco 
will bc informed in due couw. 

As regards the concluding portion of this recommendation relating to 
procedural aspect. D.CJ'.S. & I). Memo. No. 3 (  8 J 167, ciatccl 4-9-1 967 (Scc 
Annexurc I to Reply to Pard 3.72) (annexure) has h e n  issued, regarding 
prrrcssing of complaints fron~ h i o r  CMicxn of thc Accounts Department 
and other sources. It has k e n  impressud in this Memo, that complaints 
received by the D.G.S. & D. from the variouq sources particularly from the 
OfFiaxs of thc P. 8rA.O. etc. should be watched by rcccpicnt oficers and 
clear directions should be given to the Junior Off~ccrs i . c p .  Dcputy Director/ 
Assistant Dircctors/Scction OBicers, for their prompt di\posals. Officers h i w  
illso been asked to cnsurc that rcmcdial measures whrrc ncccssary 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 seriou4y and di.;ciplinary action taken apinct  
defaulters. 

Recommendarion of the Committee : 

' m e  Committee would like the Department of Supply/DGS&D to $o 
fully into the matter in consultation with the Ministry of Raihnays and 
major indenting departments with a view to devise a foolproat procdrre 



for cumrbg that P sup9Iru ccmaat get away with advance paymerrt rri& 
out actually despatching ctmplelc goods afier rnsipedion." 

[Para 4.53 (S .  No. 41 d Appendix X )  
of tbc 1st  Kclpon (Fwnh L+ok Sabha) J 

Ibo mattcr b bun curcfullj revicv;rxl b) the Dcpartacnt d Supplv 
In conrultation wllh the D G W ,  Cb~ef  Pay aad Accounts O h  and 
tha Ministry of Hailworys. In vrcw d the ~nilbility of the Railways to issue 
J duplicate copy of rhc Railway Rccerpt, which would be the only i d -  
p W  metkwl ol cstablishrng ucopatch c$ thc ~nopected stores for which 
paymcnt w u  cla~mcd, sevcral dhcr  alternativca were considered. It was 
tentatively docidcd thet bills for advance paymats shouki be supported b j  
a photostat copy of tho Railway Reccipt (whme thcse fncilitin wcrc marl- 
a h )  or by ccrtificd ntkstcd topics from the prescribed authoritrcs. It 
wor a h  ducidcd that rn C B H ~  w k r c  thc suppbers were unable to lurnish 
the phtcntat  cops+ or the ; ~ ~ t c s t ~ ' d  ~ o p c h ,  110 ; I ~ \ ~ I I I C C  pcrynlcnl\ ~hrlirld 
bc made to ~ h c n ~ .  Simultaneously, stunding instructions would be issucd 
to thc coneignces rcquirrng them to promptly bring to thc notice of the 
Gy & Accoun:ints Otliccr conccrnrd lor irppropnatc action m y  c,l\c\ of 
5ho1-t supplrcs. Thc DGS&D has been advised to discuss the rcviscii pnr 
ccdurc ~ i t h  the rcprcwntlrtr\es oI the tratic hcforc ic\uc of fin.11 o r d ~ n  

Kec-c~mmemfution oj rhc Corrvtrirree : 
"The Comnlittec have dciilt in the prcccdrng paragraphs ~ r t h  sonie of 

thc complaints rcceived from different sources ugalnst the supply of road 
rolkrs by this firm. They arc Irft with on unfortunate impression that the 
crrganisation of the D.G.S. & D. Jrd not respond to the needs of the case 
and frrikd t o  t i~hc  prompt n n c l  adcquatc .son on r c ~ ~ i p t  t h ~ w  corn- 
plaints. A\ cxly as 2-1 1-1963, 1.c. wlthm 3 months of rcliixainm in t i  nr~\ 
of payment, the Assistant Pnv & Accounts Officer, Calcutta had brought 
to thc notice d thc DGS&D the delays in Ihc despatch of road rollers after 
90% paymonts hnd bccn drawn by the firm on prod of inspection. 111 
January, Fcbm;lry, m i  March, 1964, the D.G.B.K. complained aboui thc 
dclays in tlcopakh of lotid rollers by thc firm despite a\,.tllabilrty of rat1 
wagons, after drawn1 of 909 payment on inspection. He specifically 
pointed out that W;SRJ> rnipht consider the revision of terms of payment 
so that tbc firm pot payment after proof of despatch and not on completion 
d inspection. The Committee regret to note that it did not receive the 
serious attention i t  dcservcd. Even when the P. & A.O. brought to the 
nolice of D.G.S. & D. from March, 1965 onward cases of inordinate delay 
and drawal of advance payrncnt on the basis of wrong Railway Receipts 
tffwtive action was nat taken either to investigate the matter fully or to 
revise the terms of paymat  but a mere warning was issued to the firm 
which couM hardly in any material way safeguard the Government's finon- 
cial interests. It was only when Audit pointed out the various lapses in 



crrsa on 6th Scgttmbcr, 1966 thrt a thornugh re-cxaminah~ of tbe 
arthe case oZ sum ut rod rdbrs by M /s. UPCC(P) Ltd. was wried 

PCd the special terms of pepmaot withdrawn." 
[Para 4.75 (S. No. 45 of Appendix X )  
of 1st Report (Fourth Lok SRbha)] 

"Another disquieting feature of this casc i\ that the firm in some other 
cuar bad wnt awess~ries instead of actual road mllen and yet clalmctl 
90qt p~ymc.nt on proof of despatch. In still other case\ the firm secm to 
have siihstitutd 3 cylinder engincs mtead  of 4 qlindcr  engines after thc 
nwd nv!len had k n  ~nqxctt'd.'' 

[Para 4.76 CS. No. 45 of Appndix S )  
of l \ t  Rcywn ( h w t h  1 . d  Sahh:~ l 

"Th; nct rcsult of thc failure to act on the part of the ofkc of d~c. 
D.GS & I), hird been that the firm got W'I advance payment on proOf 
of iaspction, amounting to about Rs. 1 92 Cmrcs in rccpcct of 419 WULI 
rslbnF, which they did not despatch at all. What is still wonc. "391 miid 
r d k b  :or which paynicnt had hccn obtaincd did not cxi\t at illl'' accord- 
ing tr) :he Ministry's cwn note." 

[Para 4.77 (S.  No .  45 of Appcndin X ) 
of 1 st Report ( Fourth l.ok Snbh~4 

"I%: Committee feel that the veritable series of lapses indicatai above 
cm th: part of the firm as well as on the part of the office of D.O.S. 6 D. 
require thorough examination with a view to taking auitable deterrent 
actidn against ttte parties at fault and to devising remedial mcasurch t~ 
apoid 3 recurrence of such instances in future." 

[Para 4.78 (S. No. 45 of Appendix X )  
of 1st Report (Fourth Lok Sabh:~) } 

Amw rakor by Gor~~rtrrnenr : 

Vtgitanct: aspect is under examination and the P.A.C. w k  be informed 
in due iours. 

As tqprds tbe last sentence of para 4.78 abiwe regarding devising of 
raaedial measures, instructions have already been issucd by the D.0cS. & 
D. vlide their fdowbg ~ t i m s  :- 

I .  Memo No. 3( 8 )/67-OBM, dated 4-9-1967 ISw Anncxure ' l t o  
Reply to Para 3.72). 

2 O&ce Ordrr No. 43-A, dated 25-5-1967 (Annexure I). 
3 .  Office Order No. 97, dated 3 1-8-1967 (Annexurc 11). 



DLRECJORATE GENERAL OF SUPPUES & DlSPOSAXS 

Olsticc Order No. 43(A) 
Dcucd : 2S5-67 

SUB : --Pnqrcssing of Strpplirs against controcrs w I w e  -/ 
udvance paymrnts are auihonon~d. 

Advance paymcntr in thc dnpc of 90% on proof d bpedoa, 5% 
on prod of dct~patcb and the balance 5% on rccxipt d stores in gpod 
d m ,  were provided for undcr c& co- placed in the pas. 
It is  observed tbat complaints relgvbng the performance of the Gnms re- 
ccivcd in thme cases werc not adequately investigated neither by thc 
Purchase Dtc. mccrnad  or the Progrc~ Wing. 

As poptss  pyments represent Govcrnmcnt asistancc to contmchrr 
it is clearly u progress function to chase such cases in order to enoun tbat 
supplits arc made in good time and thc advanccs taken are not mimed 
by the firm in my way. Complaints regarding dclav in wpplies or nm- 
suppiy d stoter, received in the Purchase Dte. should also be refttrcd 
immediately to the progress wing for a thorough investigation of the 
abc. 

D.G. hns ordered thst Purchase Dtes. should make out lists of all cawis 
in wfiicb progrce payments have b c a  made. This &ould be dOOt by the 
cad of May 1967. Those lists should be sent to thc Progress W i  which 
wiU cnwrc that the p~ogrcss fundions enumerated above are carried out 
in an aFcctive manner. In doing so Progrwe Wiag sbould mnln -1 
inquirics nnd spot invcstigatims. The PQ& of getting information from 
the suppliers themsekcs, usually over the telephone, is no guarantee ot tiw 
wxwacy d.  the information supplied by the firms. The progracs field 
staff should visit suppliers works and make & other lo& v i s i t s f i -  
tiuns as may bc necessary. Ihe aim throughout should be to see that the 
storm of propcr quality art wrppkd within the &dated delivery p t r i o d s  
awi thnc the fim do not misuse tbc advances given to than. In pprtiar- 
lar, inquirics will have to be made to check whether the stores purporting 
to have bccn despatched are a c U y  dcspatchad. Fa thii puropse test 
checks ol R 'Rs and transport documents will be aeasgary. 

AU concerned should note these instructhas fa strict complhm. 
Sd/- S. K. JOGHI, 

Dy. Dincm (Cdrt. S~qp t i c s ) .  
Sccodrvd Disrrlbutim -- - - ---- 
(on 61e CSIA/4(203)/1) 



Office Order No. 97. Dirted 3 1-8-1967 

Instrucths have bcm issued \.i& oftice ordcr No. 43(A) Progrcs Pay- 
m c - t  dated 25-5-67 and o6cc order No. 86 dated 14-8-3967 in connection 
with progressing of supplics in c a m  where progress Jadvnnce payments arc 
autharised. 

It has k m  funhcr decidcd that contr~cts wtrcrc stmdard payment terms 
are relaxed should also be subjcctcd to special progressing an the l ina of 
office o r d m  quoted ubovc: and that such contracts should bc marked by 
purcbase officers with the word\ "Special P r o p x r i n ~  required" at the top 
left band corner of the copy rnc'nnl for progrcss officer. A special watch 
dmuld hc. kcpt by the progrcr\ olliccr in wch cases. 

All cnnccmcd may plcasc notc for complimce. 

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

Standard Disfribution ---.- - -- 
[On file CSIA/53(22)/1] 
Copy I" : 

Audit Cell w.r. to their memo No. CSAC/AP/4(45)/67 datcd 214-67. 
Rerotrune&iott of the Comtnitfee : 

"The Committce cannot help concluding that one of the contributory rea- 
m s  ior the failure to detect thc inordinate delay by the firm in the dwpatch 
of road rollers after inspection was the fact that the A/Ts placed by the 
d i c e  of the D.G.S. &D. on the firm were not specisfly marked for progrew 
ing by the progess wing. Thc Committee consider that when special terms 
of payment in relaxation of standard terms were sanctioned to the firm, tbc 
M c e  of the D.G.S&D. should have taken care specifically to ask the Progrer~s 
Wing to keep a special watch an the progress of the despatch of road rollers 
after inspection." 

[Para 5.9 (S. No. 46 of Appcnd~x X) 
of 1st Report (Fourth Lok S-) .'J 



AcUm taken by Gmmrncnt : 
Tbc following Ofhe Orders have bear isswd by the D.GS& D. :- 

Oflticc Order No. 4'3-A dlllEd the 25th May, 1967 (Scc Annex- 
u s  I to Rcply to P a m  4.75 !o 4.78) rcgardmg progressing of 
sapplies against coatnuts whcrc pmgca/advaoce pa- ore 
uuthorkcd. 
Officc Ordcr No. 86, dated thc 4th August, 1967 ( Aanexurc) re- 
garding progressing of supplics against cmtracts where prolpcssl 
advance paynicnt.5 arc authori~cd. 
Officc Ordcr No. 97, dated thc 3 1\t August, 1967 (See Annexure 
11 to Rcply to Paras 4.75 to 4.78) regarding progressing of s u p  
lics against contracts whcrc standard tcnns of payment am 
rcluxcd. 

In Ofia  Order No. 97 d n t d  the 31st August, 1967, it has b e .  
down that such contracts arc to be subjwt to special progressing and that 
such contracts should be marked by Purchase Ofiicer with the words 
"spacial progressing required" at top left hand comer of thc copy of A/T 
mcant for Progress Officer who has to kcep a special watch. 

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(CDN-1 Scction) Ncw Delhi. 

Officc O d c r  No. 86. Dated : 1-47 
Su B : -2rogrcssin~ of supplies against contraas where progress/advann 

Payments are uutbisrd. 
1.nstructioas have been ksucd an thc subject vide office ordcr No. J3A 

( b g r c s s  Payments) dt, 25-5-67 (originally numbered as 0.0. 45) .  
D.G. has ordcrcd that in addition to the test checks of R/Rs and 

transport documants by the Progress Field Staff as laid down in part 3 of 
thc office order they will also test check thc actual receipt of storcs by thc 
cornipces. This will be donc by checking the consignee receipt\, scnding 
letters to consignees to verify receipt and even, in important cases, by visits 
to thc consignees. 

l'hc officer order 43A may bc amendcd accordingly and necessary 
itcti~n takcn on thcsc institutions by all conccmed. 

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

R~comme&ion d the Committee : 
''The Conrmittw are a b  constrained to tlnd that when complaints were 

specifically marked to tbe Progress Wing, Calcutta for inveqtigation and 
mport, the oilticer concerned did not investigate the matter Fully by inspect- 
ing the firm's factory or Godown but instead sent for the firm's representti- 
tivc and obtained information which he reported to Headquarters. The 



Cnmraiw desirr that tbe above l a j ~ ~  on tba part of the ofticc of the 
IWiSPD and of the P q p s s  Wig shouki be fully investigated with a view 
to fix r e s p o a s ! i  and take suitable disciplhmy action against the officcls 
conceroed." 

[Para 5.10 (S. No. 47 of Appendix F;) 
of 1 st R q r t  ( Fourth Loli Sabhn 1 l 

"Thc Comniittee nwd hanil! udd that now that Govcmr.nt  hnvc thc 
considered momn~endations of t'~Jyslanker Committee and havc takcn 
dc~isicm thereon, it should k ixhsibit: to take suitable mcasurcl; without loss 
of time to casure that the Proyrw Wing is put in a posiuon fully lo dn- 
charge the functions devdving on it." 

I Pard 5.1 1 (S. No. 17 of Appendix X ) 
of 1st. Report (Fourth LoA Subha)] 

"Thc Committee cannot too won& stress that the Progsws Wing mil 
other agencies concerned in t k  MJ'S&D should keep a spccial watch re- 
garding the despatch und dclivcry of goods agninst progress piqment con- 
tncts or contracts where stllrldrtrd tcrnls of payments have t ~ c n  rolaxcd bv 
the checking and spot verification of p m f  of inqxction. Jc..n~tch and re- 
ceip by the consignee." 

1 Para 5.12 ( S. No. 17 of Appendix X)  
of I st Kcport (F20urth L-oh Sibha) j 

Action raken b y  Government : 
Vigilance nspcct is undcr ctmidcration and thc P.A.C. will hc inform- 

ed in due course. 
DGS&D Officc Ordcr No. 43A, dated thc 25111 May, 1967, cited in the 

Department's repIy to S. No. 46 nlwve, cnvcrs the observation nt,dc bv t t~c 
Public Accounts Committee i n  paras 5.1 1 and 5.12 :tbovc. 
Recommendation of the Cornr?iittee : 

"The Committee find from this sratemcnt that i~ the months of May, 1964 
to August, 1964, October, 1964 and Novernbcr, 1964 and further from 
September, 1965 to Deccmbcr, 1965, the firm on trn average made rtvajlablc 
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 officcrs. The Committee were avcn 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 supcwision of the Dinxtor of Inspection was adequate and whether 
there was m y  oollusioa. The Comnlittee desire that this aspect should be 
investigated expeditiously with a view to find out how far the Inspection 
Wing and the officcrs 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)] 



Actim taken by Govnnmcott : 
This recommcadsltioa involves three aspects, vi:.; whether 

( A )  Inspection was faulty in as much as production during the sgcr=i- 
fled months failcd to attract the notice of the inspcctm cmxrned; 

(B) The supervision of the Director of Inspection wa adequate or 
not; abd 

( C )  Therc had bccn any w l l u s h ,  

A .  Failrrrt to attract the artention of the Inspector : 
Therc appears to be some rnisapprehmsim in regard to thc r a t d  monthly 

production capacity of M/s. A g h d  Fabrications vi.r-u-1.1s their actual 
monthly output. It may be stat4 that in respect of all manufacturers d 
hmvy cnginccring items the average capacity per month is, for the sake of 
carveniencc, daducod from the assessment of their yearly production c a p -  
city, In this case when it was stated that the firm's production capacity was 
-30 road rollers per month it was to bc understood that the figure had been 
arrivad at on the basis of a yearly production capacity of 360 Nos. Actual 
mmthly ou tp t  may vary from timg to time due to unforeseen dif6culties in 
tho procurcmcnt of raw-materials and bought out itcms, incidence of labour 
troubles, prolonged holidays etc. For carrcct appraisal one should, there- 
fore, takc into account the firm's recorded annual production figures during 
ttie yccrrs 1964 and 1965 of 359 Nos. and 357 Nos. resptively, against 
b i r  assessed ycarly capacity of 360 Nos. Bearing this in mind the Inspec- 
tor had no rcason to suspect any rtraln file.$. In this connection, it will be 
rntercsting to examine thc monthly productron figurcs of M/s. Jessop and 
M/s. Britannia Ehgincering-the other IWO parallel suppliers of the road 
rollcrs. The statement at Annelrurc\ 1 & I1 reveals an almost identical 
partern of fluctuations in their monthly production as well. In the circums- 
tances, the fluctuations in the monthly output of M/s. Agrind Fabrications 
urc not of such significance and thcreforc did not attract the attention of 
visiting Insprctnrs bccauce they arc used to such fluctuations. 

B. Supervision by Senior Technical Oficers : 
Tbe 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 wtis- 

factory; and 
(c) That, any problems arising out of manufacturiog defects, dis- 

crepancies in drawings and specifications governing the A/T etc. 
do not remain unattended. 



For this purphc surprise visits by the senior &ccn were pcriodicdy 
prrid bo the fum amuding to normal practice and ~hcre have been no corn- 
phWa against the performance of the inspectots. There is, howcver, C ~ O  
fool proof mechanism in the Inspectian Organisation to detect and prevent 
the types of fraud oammittcrl by the 6 m  in this case. It must be apprcciab 
ed that in the case of tbe other two supplii of mad rollers also the extent 
oi' h s p U i o n  and supervisioa was of the same type and order. 
C. I~pclcrors' mllusiun : 
With regard to the likely collusion of the Inspctctors the subject matter 

is rmder the investigation of C.B.I. While no evidence of collusion has 
comb to light in the departmental inquiries made so far, a finding on this 
subject will have to await the completion of the C.B.l's inquiries. The 
Public Accouclts Committee will be informed of thc rcsult in due course. 

"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 arc 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 finn 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 Ihc circumstanctx 
was not carried out by the hpcctoratc.  The Ministry appear, now, to 
wish to take into account the firm's recorded a n n u l  production figurca 
whicb showed an average of 30 per month for 1964 and 1965, though, in 
the evidencc before the Public Accounts Committcc. thc Secretary to the 
Department of Supply had admitted that "it (production capacity) was not 
cbeckcd up cap:wty certainly was not even 30 pcr month", vide para. 3.62 
of the First Rcpol t of the Public Accounts Committcc (Fourth Lok ~ a b h a ) .  

ANNEXURC I 
M m i h r t r ~  -iitcrnent of Ro,id R ~ l l c r y  offcred for Inspxt lon h) M1.i Jcw'p & Cn.. 

and accepted. -- - -  - . ----- - - - . - -- -.. - . . - . - - - -  - ---- - 
1% 1965 19M v-- - - - - - A -'-----, F- -- .h.- - -- 7 

Month Nw. Month No<. Month Nos. 
------ - - - - *  . . - - - -  

Janwry 26 Janurry 34 
February 28 February 37 
March 16 March 30 
Apr~ l  17 Apr~ l  29 
May 38 May 30 

35 Junc 10 June 40 
35 July 29 July 42 
45 August 42 August 35 
20 September 40 September 29 
. . October 31 October 17 
35 Novcmbcr 38 November 20 
24 December - -- 40 Deccmber - ---------- -_ 36 



.---- 
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ichruary 
March 
Apr~ l  
M a y  
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J u l y  
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19 Fcbnur) 
14 March 
W April 

29 May 
'1 Juna 
$ 5  July 
10 
13 
2 5  
Id 
30 

- -. -. . 

Recommendation of the Corvmirree : 
"Tbe Committee would Illso like Government thoroughly to invaerpte 

the pmcdurc for impressing inspaction marks on road rollers and stanr so 
as to make surc that thcse cannot be erascd or otherwise tampered with. 
In fact, it would be advantageous if inspection of goods fabricated or manu- 
f a c t u d  in the country is carried out in h t a p  to make sure that they stxktfy 
cadorm to the prescribed standards." 

[Para 5.20 (S. No. 50 of Appendix X )  of I \ t  Rcpon (Fourth 1-ok %%a,)] 

Actwn taken by Government : 
This rccommcndation involves two featurcs vi:. 

( 8 )  ofixing an indelible inspectian stilnlp on thc impccted road 
rollers; and 

(b)  inspection during various stages of thc manul~~turc  of Bc road 
rollers. 

With ngnrd to ( a )  ;hove, the p i t i o n  is as under :- 
The Inspector's stamp or seal is affixed lo the stores, as a rokm of his 

npproval of the goods tendered by o contractor against a particular A/T. The 
st- or seal thus afiixcd by the Inspector serves the two-fold purpose of 
idtntifying the stores at the rccciving end and also of identifying the Inspac- 
tar who approved the stores. 

'The lnsptxtor's seal or stamp is neither so designed nor meant as to p- 
vent an uascrupulous contractor from committing a fraud by mmmbg, 
erasing or obliterating the seal or stamp rrnd reo&ring the same sCores 
against the balance supplies as appears to have beea done in this 



In order to prevent such fraud tb d y  does hot only lie m ti#&&$ 
tba mdhod of inspection, scaling etc., but ako in prescrib'ing hrovg 
paylitits as would serve as an cflmtivc deterrent. The matter has tiem 
cudullly conskknd. It K felt that thee is M, known mcthd of making 
iPspactiaPl marks M y  fraud-proof. An attempt has been made in thit: casc: 
to n3ake the marks relatively more indelible. but even those can be crnsed 
ox obliterated if the manufacturer so wishes. Further, indelible marks can- 
not possibly be affixed to a largc vdc ty  of storcs, oven if it were possible to 
ensure that they coukl not be crahed. Even if the inspection marks arc as 
&delible as the circumstmces permit, h i s  could be no iissuriince apinst 
fraud. It is, thercforc fclt that the bcst dcterrent would be to punish fraud 
severely whenever it is detected. This is donc both by the Administmtive 
action and/or Judicial processes. So far administrative action i4 concerned, 
the Dcpartrnc.nt can resort to blacklisting ctc. Wherc thc laws of the I d  
art  attracted, prosecution or filing of suits can be rcsorted lo. In this casc, 
the firm and its associate concerns were blucklistcd, C.B.I. arc. investigiting 
the whole case and furthcr action as aeccssary will be takcn on recript of 
C.B.I. lrlvcstigation Report. 

Regarding ( b )  above. i t  is stated that by and large the prcwcdure as lad 
dawn in para 381 of the D.G.S.&D. Manual is being followed in the casc 
of structural fabrication items and such storcs where thc mirtcri.ils arc dm- 
patched in components fully ready for assctnbly and erecttcm at site. By 
the very nature of such stores no chances can bc takcn dur~ng inspection 
since the site conditioas would not permit any sub\cquo?t rectification work. 
Likewise, stage inspection is also carried out in rc4pect of safety itcms like 
coaches ctc. It has, however, not been possible to introduce stage by stage 
inspection for every indigenously manufactured store particularly when majar 
components are bought out items owing to the extrcrne paucity of thc ins- 
pection staff. It may be added, however, that only reccntiy 3 full t h e  
ibspector has been posted at M/s. Agrind Fabrications as a very qxxiul ease 
under the orders of the Director General, Supplies and Di~pc~als,  though 
such an arrangement has not ken prescribed for the other t u o  rrtanufactu~trs 
of the road rollers. 

Recornmennation of the Commirtce : 

''The Committee are perturbed to note that there have been 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 
agaiast the firm should be carefully 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 
s u p @  of Dozers and Soil Stabilisers have revealed that the furn had frwdu- 



(Para 7.9 (S. No. 56 of Appendix X) of 1st Report (Fourth Lok !jabha).] 

"It appears to the Committac that the fum has a perskiat tcadbocy to 
clatn paymcnt from Govcmmcnt fraudulently withoat &livering the goods. 
Tbc Cumnittee consider that Government should clwainc thoroughly, with- 
out delay, the performcc of M/s. U.P.C.C. ( P )  Ud. and its lwiochtdd 
c a n p i i c y  regarding the supply o f  stores. The Committee need hardly s t m s  
that, w h  nlalpracticcs havc bca indulged in by the firm or its associated 
compmica, stringent action khould bc taken against them to safe-guard the 
public lnterwt The firm and associated companies should also be procctd- 
4 agaiast. under the law, if fraudulent practices arc established on investi- 
@tian by the Ccatral Bureau of Investigation." 

[Para 7.10 IS. No. 56 of Appndix X)  of 1st Report (Fourth Lok Sabhs).] 

Para 7.X.--(Jn 25-8-67, a Memo was circulrlfcd to all Purchase Ditbc- 
toratcs at Headyuartcr~ and Regions to review immediately contracts for 
\torn other thm Road Rollers placed on M/s. U.P.C.C. and implement the 
rwommcndatim of the P.A.C. properly i.e. to examine carcfulJy the ques- 
tion of levying lquidatcd damugeh against the firm. Out of 17 Directorates 
hcth nt Hcudquarters and Rcgicms, only 2 Directorates i.e. MES and Project 
havc reported pl;icc.mcnt of certain contmcts on MIS. U.P.C.C. l%e remain- 
ing 15 Dircckratcs haw categoricnliy stated that they havc no contracts pad- 
ing with U.P.C.C. (PI Lrd. MES Directorate reported position about fwr 
cscs.  With rqard to the contract SI. No. 46 datcd 15-2-65 (S. No. 22 of 
Appendix I X  tn P.A.C.'s report) for supply of bitumen hot mix plants, posi- 
tmn is that A / T  was concelld with financial repercussion on 4-1-67 and for 
rmovery of ganaral damages, the matter is undcr consideration in consultr- 
tlrm with Ministry of Law. In respect of two contracts (S. Nos. 24 and 25 
of Appendix I X  ibid) supplics have mom or lcjs been completed. In res- 
p'ct of the remaining one casc S1. No. 23 of Appendix IX ibid) n- un- 
toward has k e n  noticed so hr .  A strict watch is, however, being kept. 
This om cas0 is for 5 Nos. Bitumen Tankers, two of which have been suppli- 
cut and 3 are still to bc supplied. Question of panting extension is under 
consideration at a high lcvcl. 

The Pmject Directorate has cxamincd in detail 23 A/Ts place on M/s. 
U.PC.C. by that Directorate, keeping in view the recommendation of the 
Public Accounts Committee regarding levying of liquidated damages. 

Pwa 7.9 Lurd 7.10.-Recummendations against these paras were circutat- 
ed dcmi4cially to all the 17 Directorates both at Headquarters .- and 



Regroaorl Otfiws on 25-8-68 requiring the Directorates to cxamine immedia- 
tdy thc performam of M/s. U.P.C.C. (P) Ltd. and it5 associated comprudcs 

supply of stores other than road rolkrs and that any c o x  of md- 
which may come to light as a result of this rrvicw, should be immc- 

diocJy nportcd to CJ3.l. for investigation after showing to the competent 
8uthority. Only Project Directorate have reported that out of 23 cases wbcta 
ankm have k e n  placed by that Dirtctomte on M/'s. U.P.C.C. Ltd.. tbcre 
are 4 cascc which smck of fraudulent dealings of thc firm. The position of 
the 4 cases is as under :- 

( a )  A I'T St. No. 63 I .  &red 12-9-63 (SI. NLI. 4 of Appcndix IX ihM) 
for 4 Nos. Dragline bucket with attachments-vrduc Rs. 38.045. 

Executive Engineer, Ksrnul, the ultimate con\;ignce, having not confirmed ' 

receipt of stores, the case was reported to C.B,t. on 26-6-67 for investigation. 
It may, however, be noted that A.G. Punjub hac acccptcd the dcbit in this 
case. 

(b'l A/'r No. 642, datcd 25-9-63 (SI. No. 16 of Appendix 1X ihici) for 
supply of 3 Nos. Michigan Tractor Dozor with attnchmcnts and with four 
sets of tyrc.;--Value Rs. 6.36.388. 

The bdcntor confirmed the receipt of 4 Nos. dozers with all attnchements 
and receipt of 4 tyres instead of 16 tyres. Hc ma&: loc:d purchase of tyres 
(3  sets) for Rs. 55,695.48. The firm obtained payment for 3 sets (12 
t y m )  fraudulently and the matter was rcportcd to fhc C.R.I., New Dclhi on 
15467 for necessary investigtion. Thc q u c d o n  of recovery of general 
dam%& from the firm for non-supply of 3 sets of tyrc(; is also under con+ 
deratim of the Project Directorate. 

( c )  A / T  SI. No. 373, dated 21-8-62 (SI. No. 9 of Appendix IV ibid) 
for supply of Tractor Dozers-37 Nos. Value R\. 54,03,469. The consignee 
has confirmed receipt of 36 Nos. out of total 37 No$. Halance 1 No. waq 
initially supplied by the firm. Aftcr working for 200 hours, the machine 
ctevcloped trouble. The samc was takea back by thc firm for repair nnd they 
promised to return the same to the consipec bv December, 1966. On 
26-3-67, the consignee reported that the firni 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 iavestiga- 
tion GI 2 1-9-67. Ministry of Law advised regarding departmental action. 
Necessary departnwntal action has already k e n  taken and tho firm stands 
blacklisted. Further action is under consideration of the Directorate. 

(d) A / T  S1. No. 385, dated 4-9-62 (S1. No. 12 of Appendix IX ib#) 
for supply of soil stabilizing units-25 Nos. value Rs. 25,03,375 payable in 
foreign exchange to the firm's principals and Rs. 10,72,189 payable to the 
arm. 



C k u o f 2 5 u n i t r o f ~ ~ ~ ~ o a m p r b r s , 6 E ; o r . s e i l  
etobiliEen aod 10 c011lpactom have not gcr( btta clewed from Docks at 
CPlcuUa, The c ~ a t  has k c o  npMod to C.B.I. for iavQtigatioa an 2 8 4 4 7  
ar tbc firm frauduleatlj ciaunod jwyment from Pay & Accounts OBiccr, Cal- 
cutta on the false Raihay Htccipt. Tbe caw is dm being prcwesai by 
Uiroctor (SD) in absochtwo witb O.S.D. (LlQation) in dK D.G.S.&D, aad 
th& &partmat. Director (S&D) rs keeping a strict watcb oa t b t s  caw. 
Thc quustion of clarancc 15 under coasiderat~on at the highest level. 

"'!"his case has rcvedcd ir larg numbcr of shortcoming in the Orgaha- 
tion of thc D.G.S.& D, particularly i n  regard to processing and placing of 
A/'lg, dealing with thc complaints of consignees, thc procedure of inspection 
and the progras of rnovernent of stores and supplies. In the ComrnitW'\ 
view, the procedure rclnting to these aspccts in the organisation of the 
D.G.S.&D. nccds to k cr~tically reviewed without delay." 
1 Para 8.10 ( S. No. 65 01 Appendix X ) of thc I \t  Rcport t 4 th  Lok Sabha) .I 

This rccommmdation is  a recapitulation of recommcndalions at S Nos. 
16, 40, 45 and 49 of Appendix X which have been decrlt with separarely. 

Rcrnrnmrntlarion of thc Corrtn~ittce : 

"The Committee would like the Govcmmcnt to exerci\e greater vigilance 
in respect of all existing contracts, whore progress payments or  payments in 
relaxation of standard t c m s  have bacn authorised." 
[Pnra 8 .  I I (S. No. 66 of A p p d i x  X )  of 1 \t Rcport (Fourth 1-ok Sahha)] 

Adott  tuAot by Go~~rrtrmvrf  : 
( 1  ) Under the existing instructions, four types of p r o p s  paqments/ 

rckcd paymcnts arc admissible against contracts placed by thc D.G.S.&D. 
Briofly. thcsc arc os undcr :- 

( a )  'On account' proprcss pymenls for raw materials against iabri- 
cation contracts; 

( b )  Payments to vehicles manufacturers on proof of handing over 
of vehicle-s to their transporting sgcnts for despatch by road; 

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

(d)  Payment for stores on proof of inspection. 
( 2 )  The procedure for nuthorising such Is as under :- 

(n) Payments of this nature can be allowed up40 90% of the vahae 
of the raw materials. subjects to 50% of the total value of (he 



cowacts oa thc firm's hnsnishing a hypothatioa Deed h m  
ating the raw materials to the President ot India aMi talcfag bat 
aa insurance at his axst insuring the materials and =Signing the 
Policy in favour of the Presklcnt of Tndh, Tbe h i t  of 50% 
of the contract value mentioned abovc may be raised to 75% 
of the valuc of the mntract (of a minimum vnluc of 6 ltikhs) 
where the stores require the use of large qquantitics of iron & 
rtccl or where it is clear that the normal system of payment after 
completion of supplics will put thc contractor in difficulties by 
blocking his capital owing to the large value of the components 
ctc. Where nccewuy, in addition to thc nornial sofcguards of 
hypothecation and insurance, bank guarantee nuy also bo in- 
sisted upon. 

(b) In such cases, thc firms claim payment from thc Puy & Accounts 
Ofticer by showing proof of handhg ovcr the vchiclcs to thcir 
transportation agcrrts, duly certiftcd by thcir internal auditors. 

(c) In such cases, t l~c  contractors havc to he responsible for safc 
custody of the Government materials in their custody. To 
achieve this objective, the contractors havc to furnish adequate 
security deposit unless a contractor has othcr dealings with the 
Govcrnrncnt and it is qansidcrcd that it would br: possiblc to 
makt recoveries from other bills due to them. 

(d)  In so far as cases of thi5 typc arc conccmed. all the Pur- 
chase Directors wcrc requested to furnish dctails of con- 
tracts concluded where payments have been authoriscd before 
despatch of the stores. With the exccption of thc U.P.C.C. 
cases, and the rate contracts/& /roc A/Ts for vchiclcs failing 
under category ( b )  above, no othcr case has becn reported 
whcre such payments have been authorised. According to para 
265 of the Manual of Office-Produrc for Supplies, Inspection 
and Disposals, for allowing any relaxed system of payment 
(other than standard terms) approval of the Government will 
bc necessary. Chid Pay & Accountv o.ff1ccr will also have to 
be consulted. 

M ~ t h  a view to exercise greater vigilance and tighten up the matter further 
in Government interest, Office Order No. 141 dated 26-1 1-1 966 (copy en- 
closed, has been issued stipulating that bank guarantee should be insisted 
upm from the contractors whenever standard terms of payment are relaxed 
and advance payment before despatch is allowed. 

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

Category (a)-A Performance Guarantee to be obtained in such casts 
in l k u  of the hypothecation deed has been finalised in consultation with the 



Minrdry of Law. Jn addition, a comprehensive Insurance corer wiU otRo 
bc m y .  

'Ih;c matter was includcd as an item (#I the A g d  for thc 14th d g  
of the Cetntral Purchasc Advisory Council held on 16-1 2-67. No ObjcCtianS 
ware r a i d  by thc Trade to thc introduction of tfie rcriscd p r d u r e  for 
making 'an itccouat' payments against Perfonnancc Guarantee and compre- 
heaaive inwrancc cover. After the matter has been fully considered n w -  
ciary instructions on the subject will be im to all concerned. 

Catogory (c)-Thc draft of the Performance Bond to bc obraincd in 
bach cases has bccn vcttcd by thc Ministry of Law wnd has been fonvarded 
tn the Ministry of Financc for approval. 

Cbllcpry ( B )  & ( d )  -A notc has been forwarded to the Ministry of Law 
for cmsidcration 01 a \u@cstitm about rclease of initial 95% payment in 
such cases on the hash of a comprchcnsive insurance policy duly hypothe- 
cated to thc Prcsidcnt of India. The eomprchcnsivc insurance policy will 
also include covcr against thc risk of walking away with thc chmis by 
transport agents of Automobilcs Manufxturcs, i.c. 

( i ) wrongly withholctiag delivery. 
( i i )  clclaying the delivery without any justifiable cause, and 

( i i i  1 canvcrting thc property entrusted. 



APPENDIX IV 

Rmmmendatioa to ahich Governroent havc Furnished Interim Replies 
Rclcrnnmcnilation of the Cotttmirree : 

'T%c Committee arc unable to understand how orders for 1229 road 
rollers involving r cost of Rs. 6.01 crores were placcd on the firm from 1959 
to Scplembcr, 1966. The Committee fcel that if the conditions prtw=ribed 
for registration had been strictly enforced. the serious shortcoming of the 
firm in thc rnntter of its capacity to undcrtnlrc execution of ordcrs as well as 
in its standing clnd respectability would have came to notice right frcm the 
begt.lning. The Committee find it difficult to believe that thc Failure of the 
oftice of the D.G.S.& D. to ensure compliance with the prcwribrd conditions 
was merdy a lapse and fcel that a full investigation into the circumstance\ 
under which ordcrs were pliicod on this firm from 1960 to Scptemher, 1966 
is calkd for. 

The Committee would also like Government to review iiII cil\m where 
large orders involving substantial amounts have been placcd on unregistered 
firms without complying with the prescribcd formalities for verification of 
reliability and capacity to cxccute ordcrs." 

fPara 2.6 (S. No. 1 of Appendix X) of the l \ t  Report ( J l h  1-r>k Sabha).] 
Action taken by  Goventrnrrtt : 

Tbe relevant record i\ with the Ccntral Bureau of Invc4gation who are 
investig;stinq; this case. On rccoipt of the investigation report dnd the rcle- 
v a t  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 hy the various Purchase Directorates at Head- 
quarters of the D.G.S.&D. :rnd its Regional Offices in respect of cases where 
krgc orders involving substantial amounts havc been placed on unregistered 
firms without complying with the prescribed formalities for verification of re- 
l i a b i i  d capacity to execute orders. It has k e n  found that with the 
excegtion of the cases listed in Annexurc I, (the orders placed by Vehicles 
Directorate arc of small value) 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 vedkation of their capacity, finaacial standing and past performance, 
.if any. Tbc unreginterul firms are also required to furnish tbe income tax 
ciearaace certhte. The reccnt instructions issued by Government Sn re- 
gard to placement of contracts on unrogistered and untried firms arc wn- 
:tahed in the Department of Supply O.M. No. 1 (17) /6WUI, dated the 4th 
March, 1967 (copy enclosed Annexure 11). These iastructicm have been 
circnloted by the D.G.S& D. to the Purchase Officers for their guidance under 
'Office Order No. 19, dated the 13th March, 1967. 

73 



ANNEXC:RE 1 
Detsits Regariirdin~ Order? Pl~iced on hrepistemi Firm: 

Ciril ~f rtnunmts Dirertomtc 
The C.A. Directorate haw 5tatcd that their c:lsz i s  \ir~gularl\ Jifirt'nt 3s liw a i  plnc~nwnl of the orJcr. with rcgi\rcrcd firn~r 

are concerned. The items dealt with the C. A. Dte. are all development ones and as wch almost all the firms to begin with are 
unregistered for such stores. The modus oprandi for placine orders for items pertaining to C. A. Dte. is st : i td  I:, he tlc tincicr :- 

The names of the likelv .\uppliers are obtained from D.G.T.D., Director of Inspection Armaments i n  addition ti? the Irsrncs 
indicated by the indentor. Also, the C.  A. me. tnkez into account the firms about whom they ha\c tcchnicnl ditta and who are 
considered capable to manufact~rrc  he storci. C. A.  Dtc. nnrmallv f(\ra.ard 5 sets of enquiry tc. th-: C.L.O., N.S.I.C. also for 
distribution to the units c:;pahle of uiiciertaking the particular jcih. I n  c a w  where thc C. A. Dre. p1ac-c orders with S.S.I. 
units, secwity deposit is t ; lktn in the ;ih~c~ice of competency i-crtific;w Sroin CLO, NS:C Regrding the o t l w  unregistered 
firms, where orders have b..rn p1act.d on the basi.; of capacir!' repvr 3nd canJiticw.. C. A. D!c. invnri:rbly tnkt securily dcpxit  
hut in the case of reputed firms whc~ hlv: s;iticfactorily exccu!ed previous orders, this ci3nditiori i s  wnivcd uncicr o r d . 9 ~  of the 
proper authorities. 
Vehicles Directorate 

4 Thc Vehicles Dirrctofiitc. h:~vc reported 2 order\ ;IS undcr :- A 
- - . - -----. - - - -- 

A'T No. and Date - - - . - . . - -.. - - . N; rnc of fi: m Store4 Qu:mtity V~ltrt. - - --.- -- - ~ c G r k r  .--- 
( I )  (2) -. - - -. -- (4) (3' . -  -..-.---.- (6) 

1. SV3/101/26/1366/30, M/s. Achr,tosh Mukcr- Buop  1400 Nos. Rs. KO, (" 136 O r r k r p l i i c e d r u b j m t u  
dt. IS-61967. jpe & Co.. (P) Ltd., Ancher S. D. @ 5Bi. Capcity 

C~lcu t t i~ .  repon received but Bank 
report regarding finsn- 
cia1 .italding could 
not be o b t a i d .  

2. SB8/SV1/101/71/241 M!5. Sw:t~tik Industrial Firc Ex- 5440 Nos. R\. 3,19,600 Risk purchase A/T on 
-25511 JRP/168, dt. Corpora ion, Rhva- tinguishers defaulting firm subject 
1 4-6-67. nsgar, Cujmit .  to 10 % S. U. Ch city 

R lporr r a e i v x  but 
Bank report regardin 
finirncid stondi 

*J r .*. . ,  - ,. - .  - -- .---- - ---- -. -- ni! Lwu' nor obt~irle . 9 



No. 1 ( 17) / 024'1 

'no undcrstpned 1s d1rc.ctc.d to refer to the late* Ministry of Works. H o ~ i s -  
~ n g  b: Supply O.M. ho. 1 ( 17 ) i h 2 - t ' l ,  dated thc 5th Jutic, 1062 ;is ;mctrric-ct 
from hole t o  tinlc on thc \uhlcct mcntiot~ed abcwc ; ~ n d  to sav that in \ i ;pv- 
xwon of thc in\tlwt~ori\ ccmk~~nctl therc~n tllc followrug plccedurr: i ,  : t l t l  

Jtnvn in regard to pl;~ccrnclil o f  contract\ oji unrcgistercul and u i i l . f - ( i  

tirmn\ - - 

( a )  In ~ ~ s p c c t  o f  ('onlpetitive o8crs rwivctl itailinst cnquirr -s 
for Runliinr: Ci~ntracts, ;in d-hoc Acccptnrlce of Tor!+:r 
for a tlctinltc qumtity may be placcd o n  tried but unrept+ 
l o r d  firm and ,i t i i d  order placed on ;in t~ntrieci and UI- 
rcpist~r~tl lirm provided their capacity is ~eported upon as 
sati\factorv. l'hc uwal security deposit may be taken la 
both the c a m .  

(b) Competitive and xceptable ~ f fers  reccivcd from unregrs- 
tcred and/or ~mtried finns against Rate Contract Enquitits 
should be k q t  in view only for placement of ad-hoc orderu. 
With a view to achieving this object, such firms should be 
approached for an agreement provided their capacity &x 



rcpcvtcd satisfaclorp, to thc effsct that they SWUM 
wept ad-hoc ordcrs/trial orders up to a spccifidd male- 
tary limit within a particular timc limit, sa) 6 months from 
the date of rcaching the said qrcctnent at thc rates quoted 
by them againqt the Ratc Cmtract enquiry m thc terms and 
conditions epplicablc to ad-lroc Acceptance nf Tender. 
Atl-iirw orders dlouid bc placcd on such firms on the basis 
of thc above apwmcnt  ap ins t  indcnts tvl~ich may lx re- 
ccivcd mbscqucntly. The unregistered but tricd Arms may 
cvcn be told that i n  cases they gct themrclvcs registered 
w t h  DGQU within one month of thcir ngrccmcnt to the 
Placrment of ad-lroc o r d m  rcfcrrcd to above. Govcrnnlorlt 
would ccmsidcr awarding parallcl Rntc Contract to them 
s~~h icc t  to ovcr-all monetan limit. 

( i i  ) In casc of cnquirirs against Opcratinnal indcnts o f f m  rccc i id  
from untried and unrcgistcrcd firms should not bc considcrcd 
ordinarily Hoawcr .  in respect o f  itcms in short supply or  
dillicult supply itcmc. offers recctivd from such firms should be 
cmsidcrctl oil mcrit4 for plnccmcnt of cducntionnl orders for 
small quantilics 

( i i i  ) In cnsc of enquiries ngainqt l i r p n t  and Exprcss indmts ROr; of 
tlic quantitv m:w Iyc covered str.tiplltw:w on rq idcrcd  nndior 

' known supplicrs ~cscrving thc h:tl;~ncc 20'; for unlricd and un- 
rcsistcrcd firm\. O ~ d e r s  to thr. cstcnl of 20'; will Iw placed on 
untricd ;ml unrqistcrcd firms pri~vidcd f;tvclt~r:~hlc capacity 
reports in rcspcct nf thew firm\ arc reccivcd within I5 d37s 
I f  capaci t~ rcporlc :wc not rccc~vccl tvithin this time lirrit, t ! ~  
bnlancc 20'; qumtitv mav also Iw covcrcd on tricd supplicrs 

( I \  1 111 the c : ~  of ordin:rr~ indmts, DGXD will  cov:r 50$ or t lx  
qnnntitv strnightwiiy o n  rc.gktcrct1 and 'or Anown ~supplicr\. 
rcscrvinp tllc hnlancc YOC: for covctrqc, after rcccipt of capa- 
city reporti. on unrcyictcrcd '11ntri:J firm.;. lr favnurablc. capa- 
citv rcports en  unreg+tcrcd/un~ri:tf firm< are rcccivcd within 
thrcc wccks, orticrs mav be placcd m the for thc quantity they 
arc' capable of supplving according to such reporfc cvd the 
Iwlancc covered m rcyiqtercd and known supplicrs. 

2. \\7~cncvcr, a contract i s  placed on unregistered firms, DGS5.D should 
invnriahlv ask tllc firm to get tlicmfclves rcristered with tile DGQD. 

3. In view of the proccdlire outlined in sub-paras (3) and (iv) above, 
Inspection nuthotitics should enstirc that capacity reports are furnished with- 
in the prescribed time limits. Cases where there has been dclay in fumish- 
in!! thc reports should be investigated. The Purchase Officers on their part 



should ensure that capacity riptw?; in n.spcct of such firmc whose aflcrs fall 
witbin tbe acceptable range ,Ir: called for irnmcdiately nftcr the tenders are 
nptncd. The date beforc n.l~izh the capacity report should bc furnished 
should alw Ix indicated. 

4. If in arlv ~ 9 s ~ .  the lower oflcrs from unrcgistcred nrrd untried firms 
have to bc ignored in accord;mcc with the provisions of this O.M., sanction 
04 he apprr~priate authorit\ for passing-ovcr the lowcr offcrs should bc 
obtained, a\  laid down in p.11.1 I I $ )  of this Dtp:~rtrncnt'> lcttcr No. 5/1/63- 
PI. dated t ! i :  22nd June. 19b: . I \  nmcndcd from tinw lo tinlr' 

2. C3711c.1 P.IL 8: Account, Ofliccr, Nc\v I k l h i .  Pay 8 Account\ OLIiccr 
Dcpartrnxtt of Suppl h Tcchnic;rl Dcvclopmcnt, Ncu R l h i '  
Bomi~.n hludra\/Calcut I:\ 

"The Committee are di\trcs\ctl to note tll:tt in 21 road rollcr, the firm 
seem to havc sub\titutcd 3 c~ l i ndc r  cngincq in place of 4 c~llndcr engineq 
after inspec:t<~n of the road rollers. Tlic Committee fcel that substitution 
of 3 cylindsr cngines in placc of 4 cylinder engines, after inspection, is a 
serious mattcl and requires further invc.itigation. TIE Coinrnittec need 
hardly add that after invcsticalion necessary action should bc taken against 
the parties at fault." 

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



"lt has idso beerr chcrvut lhat in onc &, thr Emxtiuc Eoginaer 
JJ~jnj, in hi\ tclcgram, dated 3rd September, 1965 mformcd the Pay & 
Accountn Offiw that tbc firm had supplicd 2 rcmd r o k  fitted wilh 3 
cylinder engines instead of 4 cylinder cngincr\ ;tad that they hm no inspec- 
t h  markingu. 'Jk Commitkc are unaMc lo understand how thc e n g b  
whidr tnxc no in(rpdction marking of the D.O.S. k D. were fitted in the 
rrntd rollcrs nnd supplied by the finn They desire that thk case m y  be 
invatignted with a view to find out the tritttlirc- operandi of thc tinn and the 
!tmpholes in thc p r d u r e .  

Tho C'ommittec dcsirc that thr Gmcrnmcnt shcwld invcstqp1c as to how 
r t x  R r n r  suppl~cd to thc ('hlcf I3yincer. H.tla\fhan the Forc1stm Dextra 3 
cyliodcr c.nginc\ with only 72  HHP, as agsln\t rhc Fordwn Maj(w 4 Cylinder 
cngincs wi th  5 1 . X  H f W ,  ;t\ pnwLled in the .A jrI'." 

/Par;! 4 71 I S .  No. 44 c ~ f  .Appndix X )  of 
I st Rcpurt (Founh Lok Sahha)] 

4r.ruw r d c n  Ilv (;cr\vmm'r~t : 
Suhstitutim of 3 ccylindcr cnglnes in pllrcc of 4 cylmdcr cnljnes aftcr 

~tlswction is ;i w r y  serious m;~ttcr. As whslitution was done after inspec- 
tion it wmount\ to fraud iind such cascs i d  fraud are appropriately to be 
rnvc\tigatcd h y  C.U.1. 'lhcy arc alrcadj looking into this ~1xx.x wfulc 
~nvcatipiiting t l~c  case 01 CIPCC. A Icttcr 11:1s bccu i h . m x i  :In 7-10-1967 
(.An,?cxurc) t i )  D.l.G., C.U.1. cllawing him \pccial attcntiou to this oher-  
wtion irf thc Puhlic Accounts C'ommittec. 'Ihc Public Accoiints Committee 
will tx informtxl of the rcwlt itnd the final action taken in thc matter by 
(iovcrnmcnt . 

ANNEXURE 
Copy oC lcttcr Na. OSD/PAGReport/67/31, dated tbe 7th October, 

1967, from the Directmate General of Supplies nod Disposals, New DeIhi, 
to Shri R. K. Haisinghani, I ly .  Inspector Gcneral, C.B.I., R. K. Purarn, 
New Delhi. 
SURJRCT :--Action takett orr the recommendation contained i n  the first re- 

port of the Public A m n f s  Cmnn~ittee (1967-68) on para 78 
c?f Audit Report ( C.'ivil) 1967 r~parrlirtg prtrchase uf r o d  ro1kr.v 
from M/s .  UPCC Ltd. 

I xnl directed to invite your attention to the summary of reconuocnda- 
tims/observations as contained in Appendix X of the PAC Report (1967- 
68) 1st Report (Fourth Lok Sabba) and to say that against SI. No. 44 



Parst\ 4.7U, f .71 and 4.72 iclatmg to substitution of 3 cylinder cngincs in p l a a  
d 4 cyliidcr engines after inspcc.tion by the firm, investigation is necessary. 
DDG(1) ha\ made the followinp o h s e n d o n  of this rccommcndation : 

" h e  w r y  t a t  the cnginc, rccci\mi by the consignee borc no stamp mark 
would suggcqt that these cnpincu were not originally fitted in the Road 
Roilcrs which wcre accepted b\ thc inspector I t  is. therefore, not possible 
for thc inspcctor.~te to furnish cornrncnt~ as to how t l ~ c  origind cngincs were 
subctltuted by new engine$ Iw,tr~ng no inspcctwn stimp n w h .  Obviously, 
this .was donc b y  the firm suhwqi~cnt to thc Acccptnnce of Ro;d Rollers by 
the Inspector with  some ultcrior niotivc. Thesc arc, thcrcfore, to b,: en- 
tru4ted to 1 1 1 ~  :tuthorities who arc competent 10 investigntc sucli matters." 

C'BI arc already carrying 011 investigation i n  th wholc cnsc of fraud 
committed b) M/s.  UPCC I . t d  . In respect of supply of road rollers against 
contracts placed by DGS&D. ('BI are also looking into thc qucstion as to 
how the substitution of engine\ took placc aftcr the road rollcn had bccn 
inspected. I have been dircctcd to draw your kind attention to this re- 
commendation of  the PAC as i t  is approprintelv for CBI to investigate thir, 
case of fraud about substitution of engines. 

Neccrmmdarirm of the Conrrnirrue : 
"The Cnnmittee hope th.11 tkc Government will ensure that prompt and 

thorough invcst~gation is madc I n  the Department of Company Affairs, the 
Central Burc:iu of Investigation and the Department of Supply, in close co- 
ordination wrrh one another. to awertain the asset\ of the firm in qucstion 
and to s u g p t  concerned mcawcs to safeguard the Government's financial 
interests. Government should :11w consider urgently the qucstion of taking 
poscssion of thc assets of thc iirm to ensure that these are not in any way 
dissipated. The Committee would in particular likc the Govcrnwnt to go 
into the question of account4 of thc firm after Dccembcr, 1965. The Com- 
mittcc need hardly suggest th;it mimey, if any, passed to UPCC (P) Ltd. 
and to other amciated firms should be particularly checked, t o  make sure 
that ijrsets of UPCC(P) Ltd. nhich owe Govcrnmcnt Rs. 1.92 crores, are 
not in any wav dissipated." 

[Para 6.26 (S. No. 52 of Appendix X) of 
1st Report (Fourth Lok Sabha)] 

Actuuz taken by  Government : 

D.G.S.&D. have had nunlcroui meetings to consider what measures 
can be taker] to attach or othcru.ise 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- 
port$ cover the period upto 3 1 - 12-1965 only. The Department of Company 
Affairs could not compile thc financial position of the two companies for 



1966 imd 1967, as the Accounts Books of b t h  M/s. CrfCCf PI Ltd. aad 
M/o, Ag&d Fabrications have not becn mplcte ly  written after Dcccmber, 
1965 and Uo published Balance Shuts are only upto Octohr, 1965 in the 
case of M/s. Agrind Fabrications and upto 31-12-1965 in thc case of 
M/s. UPCC(P) Ltd. 

Regarding prevention of dissipation of mcts  by the Bnn. the following 
~ t t ~  tiikm :- 

(a)  Application for arbitration. 
(b) Suggestion t o  the Reserve Bank to withhold permissiw frcar~ 

the firm to expatriate its monics. 
(c)  Suggestion to the Stntc Govcrn~~ie~~ts  to withhold payments to 

the firms, other than those due undcr the contracts. 

As Arbitration proceding were thcn pcnding and all out etforts were 
heby  d c ,  though without success, to obtain some defirute infarmation 
through thc agency of C.B.I., Dcpartnxnt of Company Affairs about thc 
present financial position/prescnt assets of thc firm, no  immediate action to 
,~pply for i ~ n  attachment ordcr lrom tho Court could be taken. Recently 
ccrtrrjn devclopmcnts haw taken place. M 4. l'.Y.C.C. had filed 7 applica- 
tlons in thc Calcutta High Court for various rclicis, including one for supcr- 
m m n  of thc arbitration ,tgrcement in the contri~its which arc subject matter\ 
of the xbitratiun proceedings and obtain4 b t a )  order. In orckr to sae that 
rhc assets o f  thc Sum u c  not dissipatcd, ~t 15 as decided to agree to thc 
supcnmsion of thc arbitration agreements m d  kndtaneously institute suits 
in the Dclhi High Court. Accordingly, D.G.S. & D. have tiled 23 suits 
againbt 23 d~ffcrcnt A/Ts for a total claim ot approximately Rs. 1.72 crores 
irlcltlding 6% simple interest on 1-9-1967. 

'I%e suits filed arc of three typcs and thri.2 scts of plaint\ awe: filed far 
thrcc difircnt categories as undcr :- 

( i )  10 a s c s  where no road roilcrs \.\,crc supplied. 
( i i )  h cases whcrc .4,iTs wcrc ca~~ccllcd partly/complctely, and 

( i i i )  7 caws where part supplies were tnadr and the remaining quanti- 
ties remained to be supplied. 

In ;tll these cases 90% payment against impcction was drawn by firm. 
Wherever contracts have not been cancella D.G.S. & D. haw asked for 
specific performance. D.G.S. 8: D. are n w a r c  that the firms arc not in a 
position to perform the contract but on techlical asideration it was felt 
by thc Ministry of Law that this would be proper way of framing the suit. 
D.G.S. & D. have asked for refund of moncy in the alternative in all 
cases. 



D.G.S. & D. had in all the abow suits fnuned asked for an interim 
injunction and/or attachment of ull the k n m  assets (upta 31-12-65) 
vi:. ( a )  the ioans and advances oP M/s. UPCC(P) Ltd. to its associate 
concerns, ( b )  sharcs in the name of M/s. U K C  (P) Ltd. in ossociatc 
colboerm and (c) s h a m  owned by all thc share-holders of lJPCC (P) Ltd. 
in the said a d  asscxiatc companies. 'The 1ciunc.d Judgc was pleased to 
gut thr: request and has paswl intcrim attachment ordcr in Ihc following 
terms : 

"Grmt an injunction rcstriining thc dcfcndmts from w;lsthf. 
damaging, allienathg, selling, removing or disposing of tlwir 
property until thc disposal of the suit." 

D.G.S. & D. h a w  in their suits implcrlded the 9 hue-holdcrs of M/s. 
llPCC (P) Ltd., in all their 23 suits, seeking their personal liilbility by 
piercing thc corporate veil on thc ground of fraud and tnah-fkfe intcnticm. 
Intcrim rnjunction regarding thcir holdjngs in thcsc companies ;dso has 
bccn obtainccl. 

Ht~cortt~r~e~rcltrti~~vt oJ flre C'otnruittue : 
"Thc Con~n~ittcc nced h;rrdly strc\c that cxpeditioub actlun h ~ ~ l d  lx 

takcn to wt thc arbitration proceedings going. They would also likc 
Government cxpcditiously to cxaminc thc qucstion of obtainjng an attach- 
ment ordcr against the firm and taking further action to xlfc~uarcl thc 
financial intcrc\ts oT the Govcrnn~cnt." 

[Para 6.32 (S. No. 53 of Appcr~dix X) of 
I st Rcpurt (Fourth Lok Sabha) 1 

DGSbD did rclcr in April, 1907, Z b  cases covcring 379 ro;d rollcrs 
for arbitration. 'Ihc iirm has obtained interim stay order of tho Calcutta 
High Court on 18-7-67. Arbitration proceedings arc thus stallcd. Later 
on, as dccidcd in consultation with thc M~nistry o f  Law, D G . W  have 
conceded before the Calcutta High Court, that arbitration will not apply 
to thcrc contracts. Simultaneously, DGSfLD havc filcd 23 suits covcring 
339 road rollers in the Dclhi High Court, swking the attachment of pro- 
perty of thc company and/or its shart: holders and for an injunction res- 
training tbcm from disposing of thc property until the disposal of the suit. 
The Court has grantccl an interim injunction to this effect. Suits werc not 
fdcd in thc remaining cases because of ccrtain technical hitches. 

Reconutwndatbn of the Committee : 
"A pcrusal of the preceding chapters tells the story of a verihble chain 

o r  series of lapses on the part of various governmental authorities. It 



~ r ~ l d  hc strctchinp credulity t m  far t o  believe that irrtividusl Iapw can 
be cxplttined by its spcciril circumfancc?s arid that thc fact that they all took 
placc in regard to the same dcal can h- umsidmd enincidtntal. It is this 
paltcrn fhat pct-sirts thrwphm~t the caw that was a matter of cmccm to 
rhr Cbmmittw and should tw n mntter d ocmctm to Chvernment." 

[Para X 1 (9 .  No. 57 of Appcndix X) of 
1st Reporr (Fourth I A A  Sabho)) 

The C.R.1,  are invcstipatinp thc matlcr. On receipt of their rcpcrrt, 
dcpc~rtn~cntsl actim will bc taken npainht the ofken concern4 where 
nwcwrv R a d  o n  C.R.1. Invcstigoticm R c p m  if any  case of ctJlusion 
of oficinlc with thc lirm ic  brought to light, suitahlc action will be taken 
and I'.A.('. will bc i n f o m i .  

"In o d c r  to sct the matter in proper prspcctivc. it may he worth- 
while listing hricflv thr serious lapsc~, that have bee11 taken n d c  of in the 
cnrlicr chaptcrs : 

( 1 ) Thc placing of twdcn for 1229 road roller\ nt ;r cost of RRI. 6.01 
crorc4 on ;in unregistcrrd firm from 1959 to September. 1966. 
without any altcmpt nt verification of its financial standing 
and prtductim cnpacitv and without i~isicting on i< d e w i t  by 
wav of security: 

( 7 ,  Thc granting in July, 1063 of a relaxation in the standard 
terms of payment which cnnhled the firm to draw YO p r  cent 
of thc cost o f  ;I road rollcr on inspection without any proof 
of despatch; 
( a )  in spitc of tlic rcccipt o f  no lc\s thi~n 23 complaint< against 

thc unsntisfnctorv pcrformancc of the firm: 
(b) in spite of Ilic turning down of six similar rcquc.tq made 

cnrlicr by the firm; and 

(c)  without consulting the Chicf Pay and Accounts Officer 
( 3 )  Failure to connect six req~rcsts of the firm dating back t o  

March. 1960 while examining thcir seventh request. Anotbr 
disquieting feature is that the offer of 4% discount made by 
the firm in the fifth request. which would have reduced tbe 
price of a road roller by a h i t  Rs. 1.900 was not taken up 
with the firm whilc examining the seventh request. This gave 
the fiml an unintended m c s s i m  of about Rs. 20 lakhs on 
1.053 road rollers. for which relaxed term$ were made appli- 
cable from Julv. 1963. 



( 3 )  The failurc to scrutiniw ttic p r o p o d  mmrding relaxation in 
terms of pavmcnt in all it< aspxts ,  tlic failurn to make pmvi- 
ww for an indcn~rrity Mnd or cffcctitc scrutiny fro111 the firm. 
:in4 the inccrtiirri in the contract in\rc:ld of clriu\c which did 
not ndcqu:ttclt wfcpa td  ttic finn~rtinl intcrcsfs of Govcm- 
mcnts. 

( 5 )  'Ttle fnilurc to tncll~dc cvcn thi.; cl,t~tw in A 'T iwwd after 
Ikccmbcr. 106.7 

( 0  The fnilurc I Q  c a r n  cwt :I rcvicw of tlic rcl;rxation in tllc tcrms 
(,I payment at t l ~ c  end of a pcritrl PI .i.c monthc; ;I\ war, con- 
tcrnplated in June. 1963, despite : 

( : I )  the ddav in the despatch of ro:d roller.; nffcr drawn1 of 
90% "cds*:~ncc payment hv llic tirni hnvitig Iwcn brought 
to thc notice of the IX;S&D in Yovcmhr, I',O? by thc 
PPAO, <'alcutta; and 

( 1 1 )  thc comp1:rint rcccived i n  Jitno:trv, 1964. from the 
D i r ~ ~ t o r  Gencral, Bordcr Rmdq. about inordinate delay 
in thc dcspntch of r o d  rollcr~ :\ftcr d m m l  (4 9 0 5  nd- 
vancc h!. thc firm. 

( " )  Tlic failurc to vcrify wllctlicr the rcl:~wctl terms :?ctrinllv rcwlt- 
cd in incrcnscd production ;I\ thcy wcrc meant to. 

( X  1 I'hc failure to mark the A/Ts placed on the firm t o  tllc P r q -  
rcw Wing. rc-ultinp in failure to dctcct in-ordin:~tc delay bv 
tllc firm in thc clcqxrrtch o f  road rollm. 

( 0  1 71ic failure t o  i~ivcst@ate cffcctivclv :tnd to report on com- 
plaints spccific:~llv markcd to the Proprcsv Wing. Cllcuth. 

( I O )  7 ' 1 ~  failure to cscrcise cffcctivc inqwction so as to cnsure that 
inspection markq on road rollcrs wcrc not erased or tempered 
with and that thc snmc rdlers wcrc not prnducctl mom than 
once for inspection. 

( I  1 ) The f&lurc to takc timcly action cithcr t o  rcvcrt t o  the stan- 
dard term., of p:wmcnt or to institute :I comprchcn4vc inquiry 
dc?%pite; 
(3) several complaints received about grow delay of two years 

and morc in the supply or roi~d r~l lcm by the firm; 
(t.) complaints by the PQAO of thc D c p a r t m t  of Supply 

hinting at thc questionable dcsipns of the firm; and 
(c) evidence that was availabk that it was not the nm- 

availability of railway wagons that was the cause of delay 
in the dcspotch of road rollers. 



( 12 l The failurc r;, takc timely aclioa to adjust the prict of 69 
rood rollcr\, ior which or&= w r c  caaaUed aftcr paymeat 
of 90% ;i$ ,~Jvancect against dhcr payments due to 1be fnm. 

C 13) The failurc crf Govcrnmcnt to u3e its pivotd position t:, n- 
ixnw thc dvances ma& to t h ~  firm by refusing to issue ro- 
l e a s  ordcri In favour of quasi-povernmcntal indcntors until 
thc advirncc\ Here  r c t u d .  

( 1 4 )  T'he failurc t o  raise thc questicrn of the unsatiifactory per- 
formance of thc firm aM1 of thc road d m v  supplted by it 
cvcn irr Oc~oLw, 1965, v h m  the Negotiating Cornmittbe ccm- 
4dcrcd thc question of cnboccmunt of the price d road 
rollcrs." 

[Para 8.2 t S. No. 58 d Appndlx X )  of 
1st Rcpon (Fourth INL Sahha)] 

'I'hc. \ c ~  lCs of 1aps:c h! various ~ovcrnrli~mt~il :~uthoritlc\ . I I  c under in- 
vc4pntinn ;tad the P (1.C'. will bc. ~nformed t)f the result in due 'ours.. 

'Pbc yrwcnt position i\ that t l x  fiml hall jc't tw deIiver 40.7 r o d  rollers 
against nlrich 9056 i d 6  ancc payment on pnwf of inspection u,r\ drawn, 
totalling Rs. 1.85 crolc\ approximately excluding inttrest. 

T h e  C b m n ~ i t f ~ ~  w c ~ ~ l d  be failing in their duty if the) (lid not draw 
attation tu the gavit? of tbesa lapscs which in their cumulative cffcct in- 
dicate cithcr cdlusion or gms negligcncc o f  a culpable Aind ~ j n  thc part 



C.B.1. in\ &gations arc prruAing.  13:l\cd on CUl'\ rcp. WI, whcn rc- 
caved, suitable d o n  will bc r&cn. 'llhc ('111 haw k c n  rvqmtal to 
apedike thcir rcport. Thc P.A.C. will hc ~nlormed In i h c  i.oiirw. 

"On thc hnsis of the mi~tcrial bcforc rhcnl. rllc Con~mittc; ! i r d  i t  difticult 
to t&o a a)mplacxnt vicw of the bchaviour o f  M/s. 1JWC Prnatc I.tJ. 
Having approached Govt. and sccurcd n relaxation in thc 1cr:n.: trf paylricnt 
wry much to thcir advamtagc on thc plea tl1;11 this would t.r~irbIc thrtn to 
incraase prcxtuction, they did not utilisc thc ;dvances for t ! ~  purpcnc: in- 
tcndcxf and indulged in even grcatcr delays in Jclivcry than bcfore thl: con- 
casion w a h  nl;ldc. Thcy failcd to Jcllivcr 41') mid rollcrs ;igirinst which 
thcy tiad dra\vn 90% idvancc puymcnt. I dclny in ticsp;rt.ch ;:r~';tlly 
incrcascd afkr July, 1963 wh-n thc  tcrill. 0 1  pi~y~nunt wcri r h x c d ,  siicl~ 
delay being 12 to 25 nicmtli\ i r l  SO C ; I X \ ;  I O  11 month:, rn 2 3 2  c.;~sch; 
3 t o  5 morlths in 148 C;I>CS ;ind I N) 2 i n o n ~ l l ~ ~  in 94 cascs. 'l't! 5 wits ifurlng 
:I p c r i t d  when other supplict\ c i f  road rollc14 did not pncrally 1~1kc r~iorc 
than ;I nlonth r o  dcspatc11 r o ~ ( !  1.011~rs ; i f t ~ * r  in\pccti(.m." 

[Pdra 8 . 5  r S .  No.  61 o f  Apr~.~itllx X )  of 
I \t K~yjtlrt ( 1;ourtti 1 01. 5i1bha) .:] 

"'I'ht. l i r r ~ ~  wcnt funhcr and obr;rinmI !xr!rnc.nts o n  ~ h c  ~ ~ I S I \  of falsc 
Railway rweipts. In anotlwr case, thc ro;d 1.1 )llcrs wcrc acr u;illy dclivcrcd 
by road after  two years of thc dcclarcd c h t c  c ) f  despatch by rat1 in the ad- 
vaaa ;  paymcnt bill. In onc cwc they sent otilv acwssories instcad of road 
rollars as ~ncn t iond  in thc railway r c c ~ i p ~  '1 hcrc arc I 0  rc7wwm.l cases 
whcrc 4 cylinder cngincs in tlw r o d  roll~.r\ H C T C  rcpIi.~ccd tty 3 cylir~dcr 
engines aftcr inspection. lkt\vicn July lOh3 and Sptcrnbcr, 1966, thc 
firm drew 90'6 advanw payments to thc t ~ m c  oI about US. 1.92 crorw 
against 4 19 road rollers which t hcy did not dclivcr." 

[Para 8.6 (S .  No. 62 of Appcnd~x X )  of 
I \t R c p w  (Fourth h k  Sabha).] 

Action taken by Goverrlrneut : 

These observations relate t o  thc: bchaviour of M/s. UPCC Ltd. The 
firrh was blacklisted dong with their Associated concerns, but thwc orders 



arc held rrr aiw)rtncc under c~nicrs uf d ~ e  Cdcutta Higb Coun -1 in- 
vestigation\ ;ire pr&ing. H r r u d  on CBl Report, when received, suit- 
sMc action ~ ' 1 1 1  ht takcm. TIIC ('tfl havc ixcn a s k d  to expedite their e- 
P*. , !l-m 

"Thc ('ortlmtttcc m m  t l i i t r  wtnc dcpartn~cntal instructions have been 
isbud not 10 do any husincqc wi t t i  this firm o r  i t %  associate f i r m s  and the 
fa? that WCII  ~nstructions l ~ i t \ r  Iwcn issued Ilas also been intimated lo 
othcrs conccrncd ' I h ,  fiou c~ er . can hardly bc cnngidercd adequate. In 
thc Committcc.'~ vicw, tlic most expeditious action needs to be taken i n  
~on~ultntion wrth tfic Ministry of  I.aw, the ncpnrtmcnt of Company Affairs, 
the Rescrvc ihnk of India and the C.B.I. to cnwm that the firm do not 
dissipate thew a w t s  or pa\\ lurid\ o n  to thcir awxiatc  companies and in 
particular t o  tl P.C.C., the partncnhip firm. The Cornmittct: cxpects Cbv- 
ernment cxpcvlit~ously to complctc tlic currcnt invcdigation and to take 
strict action ngain\t the firm 4,) tliat it nuy act :IS a deterrent." 

p a r a  8.8 (S. No. 63 of Appendix X) of 
1 st R c p w  (Fourth Lok Snbha) .] 

Thc cornrr~nts offeral aS:lin\t para 6.26 (S. No. 52 of Appendix X) 
wvcr this rccommendation a!\(). 

Recommcndst im of the Corn m ittw 

"The <iwnn~ittce also s u g p t  that Governn~cnt should c xpditiously 
cxaminc thc pcrf~mnancc of thc lirm and it\  asmiate  comp'mics regarding 
the supply of s t m s  othcr than road rollcrs so as to ascertain if any mal- 
practice. h:ivc b t ~ n  indulpcd in :md to take suitablc action to safeguard the 
public intme~t " 

[Para 8.9 ( S .  No. 64 of Appendix X )  of 
the 1st Report (4th h k  Sabha) .] 

The Chrnmcnts offercd i ~ p i n \ t  paras 7 . 8 .  7.9 and 7.10 (S. No. 55 of 
Appendix X 1 covcr this rccommendation also. 

Recommendh )rr\. ir~vdving k'igilance Aspects 
Paras 2.10, 2.16, 2.17, 3.23 C !  3.24, 3.35, 3.36, 3.37, 3.38, 3.39, 3.48, 

3.63 & 3.64. 3.71, 3.76. 3.77, 3.78, 4.10, 4.21, 4.22, 4.29, to 4.31, 



4.40,to4.44. 4.45, 4.56, 4.63 and 6.0S (S. NOs. 2, 3, 4, 5, 
8, 9, 1 0  1 ,  1 1 ,  17, 18, 21 23, 24,25, 33, 35, 36, 37, 
38, 39, 42, 53 and 51 o f  Appendix S )  of the 1st Rcpxt (4th Lok 
sabha). 

?he C'antral Uurwu of lncc\tigation h a w  lurrllci 4tatcd on 10-3-68 that 
invcthgdtion is being pursued vigorously and 111at in r c s p t  o f  some uf the 
road rollers, the investigation i \  likoly to hc f i n a l i d  shortly. 

Action in respect of l.twxe 75 rccommcndiilions will be processxi by 
Govanment when complete records and/or the investigation rcpcwt oE the 
Central Bureau of Investigation become available. The Public Accounts 
Committee will be informed of the final action takcn in the matter by Gov- 
ernmat. 

Meanwhile Goveramcnt have continued their efforts to obtain ddivery 
ef the mad rollers in respect of  which adviincc payments were drawn by 



M/'r UYC'C' (P j IRd., Calcutta. I n  thc lact wcek of March 1968, thc 
firm l~we c~tfetcd to deliver t t ~ c  cwtstading road rollers @ 10 nos. ia Api l  
1968, 10 In May 68, 15 in Junc 1968 and thereafter 20 nos. per month 
till rltc cnirrc ou!standq quanttt? is liquidated. As a tohcn of their h a  
fid: intention to cffcct thcw dclivcric~, the firm h a w  also agreed to transfer 
b ttic (iovcrnrnmt s h a w  nf thc facc value of Rs. 20 laWs held by tfrern 
~n t i ~ c  * :tIJtcd concerns and alco to give nn undmaking to the cffcct that 
thc (i!*i:rnmcnt of India wortlti have the first lien on Rs, 20 lakhs out of 
thc amollnt advancctf by the Company to M c w s  Assam Sillimanitc Ltd. 
and that 3\ and uhcn sharc'r of this amount arc alldted, thc same would 
he plcdgrd with tlic Govcrnmcnt of India :is security. 

2 in p w ~ L . ~ n c c  of thew di'rcursion~, M s. tJPCC (P) Ind. 11aw since 
dc11v:i-XI tu thc Ciovcrnmcnt o n  19th and 27th of March, 1968 s h a m  of 
the awcptc  vnluc of HI 20 li+hlis pertaining to their allicd ccmcms, hc!d 
cithcr rn th: name of thc partncnhip conccrn M i s .  UPCC or  in the namc 
of rndrvidu:~l Directors. Thew shares along with the rclated documents of 
transfer to Govcrnmcnt nre under scrutiny i n  consultation with thc Minis- 
try c v f  I.HW and tlic Dcpartrncnt of Campany Ailairs. The firm, however, 
h;ls r u . ~  y:r L c-rn~.nccd suppl! of road rollcn 







8. 1.28 Supply 
Company Afalrs 
Fiance 

The Committee find that in the last available balance sheet of U.P.C.C. 
Private Ltd. for 1965, an amount of Rq. 1,08,86,172.56 has been shown 
in Schedule 'G' of the Report as having beeq given as loas and a d  
vances without any security other than the debton' personal m t y ,  Tha 
Committee note that investigations carried out by the Department of Comc 
pany Affairs show that "over a crore of rupees had been traosferrcd (by 
U.P.C.C. Pvt. Ltd.) to the earlier partgership 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 U.K. 

9D 
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 inter a h  as 
under :- 

"Additionally, from Rs. 50.00 lakhs advanced by U.P.C.C. Pvt. Ltd. 
to Assam Sillimanine Ltd., for the Ramgarb Refractory Projgct, 
U.P.C.C. Pvt. Ltd. expects to get shares at least to the extent 
of Rs. 20.00 lakhs." 

1.31 The Committee consider that Government have not carried Out a 
thorough investigation into the manner in which U.P.C.C. ( h t . )  Ltd. 
have disposed of an amount of Rs. 1.85 creres received by them ahnee. 
It is all the more disturbing that when the firm approached aovtrnmtnl 
on more than m e  occasion with offers of shares of their allied Or subsidrary 
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12. 1.33 40- 

13. 1.35 Supply 

14. 1.36 Supply 
Finance 
Company Aflairs 
Law 
CBI 

companies as security or with the request to permit to purchase sham d 
Indo-Burma Petroleum Co. Ltd., Government did aot question tbcm 
closely about the source of their funds. 

In view of these facts the Committee are not able to apprcciw ths 
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 (togetbet with interest thenon) 
which have been retained by hem in an unautborised manner without duly 
delivering road rollers. 

The Committee would like Government to take urgent steps to rec~vct 
the amount. 

The Committee consider that Government should have pressed the Rnn 
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 crom 
unauthorisedly retained by it, 

The Committee note that the firm have offered to supply road mUen 
m instalmeats 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 concern. 
(M/s. U.P.C.C.) or in the name of individual directors. The Committee 
note that the arrangement with the finn would cease to exist "as and when 
the interim injunctions in respect of blacklisting orden etc. were vacakd 
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 



to sound a notc of caution and to stress that, while taking a d c c i h  oa 
the offer of the firm, the Government should keep in view thc fdlowiag 
aspects of this case :- 

( i )  Thc legal implications of the proposal mde by the firm, 
( i i )  The etfect that such an arrangement woukl haw on the sub 

filed by Government and on the launching of crimiaal proceed- 
~ngs  against the firm or relevant individuals in a court of law, 
p;irticularly when it i \  understood that investigations in seven 
caws have almost been finaliscd. 

( i i i )  Whcthcr the requirement of road rollers by the hientors still 
hold> pxl and how far these road rollers to be wppiied by 
the tirm wdl meet requirements, particularly in view of the 
p u t  experience of defective rollers supplied by the firm and 
reported from after $ale %mice (of Para5 4.7, 4.10 and 4.25 
of Fir\[ Report-4th L.S. ) .  

( I \  The implications of the acceptance of road rollers d e r d  by 
the firm on the extensioo of thc date of dclivery of coatracb, 
thc recovery of interest charges (which worked out to Rs. 29 
lakhs on 31-12-1966) for the advance retained by the firm d 
the recovery damages on account of losses (actual or pden- 
tial) suffered by the indentor5 on account of delay/non-supply 
of road roller\. 

(v) Whether acceptance of thc proposal may mablc the firm to 
misreprsent the position either to the other Ministries of 
Government of India or State Goveraments or Statutory 
autonomous authoritia. 

(v i )  The present Intrinsic value and the genuineness of the shares 
-.- - 

offered by the firm as a security. 
- - - - -- - -- - 
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( \ ii) An examination of the lien on the amount of Rs. 20 lakbs for 

the purchase of shares out of Rs. 50 lakbs advanced by the 
company in advance of the allotment d the same by Assam 
Sillimanite Limited. 

c \ iii U'hether thc firm \\ill be in a position to fulfil thcir pmmisc. 
to supply road rollers in the light of their past pcrformanm. 

15. 1.37 Supply 

( i x )  Its impact on the request made by the firm for permission tr, 
purchase $hares of the Indo-Burma Petroleum Co. Ltd. at a 
tirnc when the firm have not paid back thc advance of Rs. 1.85 
crorcs unauthorisedly drawn by them and interest thertson 
eithcr in cab or by the supplv of road mllers. 

tc 
The Cornmittce cannot too \trongly strcss that, in examining this priqxml 

of Messrx U.P.C.C. in all its ramifications. Government will make surc that 
not only will the firm in fact deliver the road mllcr~ in acconlancc with 
thcir offer, but alw that thc right of the Govcrnmcnt to take criminal action 
as a result of thc current investigations by tk Central Bureau of Investiga- 
tion or any othcr Governmental agncv is not fettered or prcjud'wd in Nnv 
rnanncr. 

1-hc Committee find that the D.G.S.&D.'s Qftice Ordcr No. 141 datcd 
26-1 1-1966 rcfcrs not only to para 261 of the Manual of Otlh Procedure 
for Supplies, lnspcction and Disposals but also to earlier Office Ordcr No. 

. 69 dated 23-5-63 and Office Ordcr No. 152 datcd 21-1 1-63 which enpin 
that adequate security such as hypothecation d a d  and insurance cover/ 
Bank Cruarmtec. should be obtained before authorising 'on account/progrcs8 





- - -- - - ---- 
20. 2.1 8. Suppiy The Committee a o k  [bat Gowrmcn t  p r o m  to appoint a Dcpla 

Fir lance Director, Registration, in the oflice of the D.GS, & D. who *%wid be f& 
qualified to examine, in a c o m p r e h e  manoer, tbt capital sauchsc d tbe 
companies, their balance sheets and profit and lvss accounts and &us would 
be in a position t o  makc a correct assessment of the financial soPlndaM~ of 
the firms for registration purposes", The CormniUer also note that "in 
doubrful and complicated casa it is proposed to provide that the Mi.iu?. 
of Finance should be consulted in such mattus". 

The Committee would like Governrmnt to review the position in lhc 
light of experience gained after one year. The CMami- also hb that 
in the light of such a review. general principles should be laid doua Ibr 
dctennining the types of complicated and doubtful cases. which tnautd re- 
quire prior consultation with rhc Ministry d Finance before repistration of 
the firms. 

As regard5 thc plactng of ordcrs on unrcgistcrcd firms, the Committee 
wggest that when: it is prnposed not to consult the Ministry al Finencr. 
Government shouM obtain adequate security dcposits to safeguard their in- 
terests. Thc Committee feel that whew large ordcm of say Rs. 5 lakhs and 
above arc placed on an unrcpistcred firm it would be in Govcramcnt's own 
interrst to have the standing of the firm thclrnughly chcckcd in consultation 
with the Ministry of Financc. 

The Committee regret to note that, evcn though their Report in this 
case was presented to the Lok Sabha on 4th August, 1967, the Dcputment 
have nor so far been able to issue an amendment to the Manual of WCC 
Procedure For Supplies. Tospection and Disposals of th Director -1. 



Supplies & Disposals. Thc Committee &\ire that such action shouhl be 
taken forthwith to ensure that all cases which involve any departure from 
the standard ferns of payment with substantial financial implications should 
be examined by the Financial Adviser concerned before final orders are 
passed. 

The Cornrnittcc note that Govcrnrncnt an: contemplating revision d thc 
procedure to cnsure that a wpplier cannot gct away with advance payment 
without actually despatching the compkte goods after inspection. If the 
revision of the procedure is likely to take somc more time. thc Committee 
suggest that instructions should in the meantime be issued forthwith te all 
consignees to bring promptly all cases of short supplies tu the notice d 
the Pay & Accounts Oficer concerned for appropriate action. Oi 

-I 

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

It is obviow that not only was it incumbent on the office of the D.GS,&D. 
to mark a copy of the A/T  to the Progress Wing, but also on the Pmjyess 
Wing to ensure that the stores were actually despatched, as the order was 
admittedly on an unregistered firm. The Committee would like Govm- 
rnent to investigate the matter further in the light of tbis and fix rcrgonsi- 
bility for failure to mark the A/Ts to the Progress Wing. 

The Committee are not convinced by the Ministry's explanation that 
"the fluctuations in the monthly output of M/s. Awnd Fabrications are 
not of much significance and therefore did not attract the attention of the 

- - -- --- 
visiting Inspector% because they are used to such fluctuations." Thc ma1 

- - -  







The Committee ma? be furnished with a copy of thu comprehensive in- 
structions which may be issued by Government ia the- matter. 

35. 2.59. Supply The Committee also find from the replies of the D e p a w n t  of Supply 
in respect of the rccommcndations contained in Paras 3.94. 3.72, 4.49, 4.75 
to 4.78, 5.10-5.12 that thc vigilance upcct/fixing of responsibility in thew 
cases is under examination. The Committee desire that examination of 
thcse case\ should be finalised without &lay so thar thc pcrsons found at 
fault do not escape disciplina? action. 

- -- - - - - -- -- - - - - 




