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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee, do present on their behalf this Forty-third Report on
Appropriation Accounts (Civil), 196667 and Audit Report (Civil), 1968

2. The Appropriation Accounts (Civil), 1966-67 and Audit Repors
(Civil), 1968 were laid on the Table of the House on the 3rd April,
1968. The Committee examined the paragraphs relating to the Minis
try of Food, Agriculture, Community Development and Cooperation
(Department of Food) at their sittings held on the 3rd July (AN) and
4th July (FN), 1968. The Minutes of these sittings form part of the
Report (Part II)®.

3. The Committee considered and finalised the Report at their sitting
held on the 25th January, 1969.

4. A statement showing the summary of the main conclusions|recom-
mendations of the Committee is appended to the Report (Appendix
VII). For facility of reference these have been printed in thick type im
the body of the Report.

5. The Committce place on record their appreciation of the assis-
tance rendered to them in their examination of these accounts by the
Comptroller and Auditor General of India.

6. The Committee would also like to express their thanks to the off-
cers of the Department of Food, for the co-operation extended by them
in giving information to the Committee during the course of evidence.

New Devnp; M. R. MASANI,
February 4, 1969. Chairman,
Magha 17, 1890 (Saka) Public Accounts Committee.

*Not printed.(One cyclostyled copy laid on the Table of the House and five copies
placed in Parliament Library).
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MINISTRY OF FOOD, AGRICULTURE, COMMUNITY DEVELOR
MENT AND CO-OPERATION

(DEPARTMENT OF FOOD)
Audit Report (Civil), 1968.
SCHEME FOR THE PURCHASE OF FOODGRAINS

Audit parcevaph, f

The State Trading Scheme for the purchase of foodgrains introduced
in 1943-44 continued during the year 1966-67.

1.2. The scheme which showed a profit of Rs. 56 crores during 1965-66
resulted in a loss of Rs. 93.28 crores during 1966-67—the net cumulative
oss to end of 1966-67 being Rs. 235.90 crores.

1.3. Proforma accounts of the scheme for 196667 prepared by the
Ministry are incorporated at Appendix I to this report.

1.4. A broad analysis of the transactions during the yvear 1966-67 and
the previous three vears is given below:—

(In crores of rupees)

1963-64  1964-65  1965-66  1966-67

{i) Value of ;;;lrchascs . . 23589 - 364-84 378:06 <89-08
i, Value of sales . . 240°0% 352-18 448+ 85 491-34
(iii) Loss (—)/Profit (+) in

the Scheme—

(a) Loss (—)/ Profit ()
on transactions (excluding
value of grain lost in tran-

sit and in distribution) . 1963-64  1964-65 1965-66  1966-67
(—) 2100 (—)18-40 —(+)69-83(—)78°36

(b) OtherLosses . . (—)1°06 (—=)1'52 (—)1'32 (—)2-27
(c) Indirectexpenses . (—)6'11 (—)6'66 (—)6'37 (777
(&) Interest on Captial (=571 (=)7-36 (—)6.14 (—)4.88

Torar . . (—)33-88 (—)33-94 (+)56'00 (—)93-28

[Pa:agraph No. £2, Audit Report (Civil), 1968]
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1.5. The Committee pointed out that the total cumulative losses on
the scheme from its inception to the end of 196667 amounted to
Rs. *235.90 crores. The loss during the year 1966, 67, according to the
proforma accounts, was Rs. 93.28 crores and if to this, the net dcebit
balance in the proforma insurance fund was added, the total loss dur-
ing the year worked out to Rs. 9449 crores. The Commitice enquir-
ed whether the recasons for such heavy losses had been investigated and
whether there was any scope for curtailing these losses. The Secretary,
Department of Food, stated that the general policy in  regard to the
scheme was to work it on a no-profit no-loss basis. Over the years, due
to the policy of Government of subsidising foodgrains and selling them
to vulnerable sections of the population below economic cost, losses had
accumulated.  In the year 1965, there was a revision of policy and Gov-
ernment decided that subsidy on the distribution of foodgrains should
be gradually withdrawn. Pursuant to this decision, the issue prices of
food-grains were raised with effect from Ist January, 1965 and again with
eftect from 15th November, 1965, These upward revisions of issue prices
were expected to climinate the losses in the scheme and resule in a pro-
fit, but the devaluation of the rupee reversed the process. “The cco-
nomic Cost of imported wheat which was Rs. 42.85 before devaluation
became Rs. 66.839 per quintal.  The price of coarse rice which was cal-
culated on a pooled basis with indigenous rice jumped from Rs. 70.74
before devaluation to Rs, 89.68 per quintal. The cost of milo, which
used to be about Rs. 38.72 per quintal before devaluation. increased
to Rs. 54.46 per quintal”  Devaluation was the major {actor which was
responsible for the loss during 1966-67, the other being the increase in
the price of locally procured grains, due to Government’s policy of en-
suring an incentive price to the farmer. In a note subscquently sub-
mitted to the Committee. the Department have stated that the loss on
account of devaluation was about Rs. 12990 crores. “According to the
proforma accounts, the loss for the vear 196667 is Rs. 93.28 crores. Thus,

but for devaluation, the scheme would have reflected a profit of nearly
Rs. 36.62 crores for 1966.67".

1.6. Explaining the developments in regard to Government's policy
of subsidisation, the witness stated that, to reduce the quantum of sub-
sidy, upward revisions in issue price were made graduallv till the end of
1967. From Ist January 1968, the subsidv was completely abolished in
the case of indigenous foodgrains and imported wheat. “The subsidy
now exists only in the casc of imported rice and imported milo. The
quantum of subsidy in the case of imported rice is estimated to be about

*Rs. 23711 Crores after taking into account the debit balance in the preforme—
insurance Fund.
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yRs. 39 per quintal, while in the case of imported milo, it Is estimated
at about Rs. 7 per gquintal. For the year 1967-68. the subsidy on import-
ed foadgrains is estintated to be about Rs. 105.78 crores. For the financiad
year 1968-69, the total subsidy on the distribution of imported food-
grains as shown in the Budget estimates is Rs. 1.63 crores.”

1.7. The Committee drew the attention of the witness to the follow-
ing position in regard to grains sold and losses incurred in 1966-67:—

Loss (exclusive of in-
terest and  indirect

Quantity sold charges) incurred
{in lakhs of tonne) {in Ccrores rupees)
Wheat 6873 2318
Rice 916 34°29
Other grains 2067 23'16

1.8. The Committee enquired why the loss in respect of rice was much
higher than for other grains. The witness stated that the loss was higher
in the case of rice, due to three reasons. One was devaluation, the second
the sharp rises in  the international prices and the third,

payment of
higher procurement prices within the country itself.

1.9. The hgures of loss per quintal incurred on various varieties of
rice during the three years ending 1966-67 as furnished by Government,
are reproduced in Appendix IL

1.10. The Commiuce note that the State Trading scheme in food-
grains resulted in a loss of Rs. 91.49 crores in 1966-67, out of which
Rs. 23.18 crores was the loss on wheat, Rs. 31.29 crores on rice, and
Rs. 23.16 crores on other grains. While the Committee note that the main
rcason for these losses was devaluation, which necessitated subsidising
of imported grains on a larger scale than before, they would  like to
draw the attention of Government to the recommendations made in
para 455 of their 27th Report (Fourth Lok Sabha) where they had
suggested that Government should critically review the entire function-
ing of State Trading in foodgrains and in particular the grant of sub-
sidy on rice and other foodgrains in the light of the requirements of the
country.and the accumulated losses suffered so far in respect of cach
type of foodgrains. The Committee understand that their recommen-
dations are still under the consideration of Government. They would
like Government to expedite their decision in the matter.

$The subsidy estimated at the time of presentation of hudget for 1968-60 was
Rs. 213 per quintal vide page 71 of the Explanatory Memorandam on budget 1968-69.
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l.11. The Commitiee pointed out that storage and transit losses
amounting to 34,523 tonnes and 53,703 tonnes were awaiting regularisa-
tionfadjustment at the end of 1966-67 as against similar losses of 22,825
tonnes and 52,658 tonnes at the beginning of the year. They asked
whether the losses had increased and if so why. The witness stated that
an indication whether these losses were increasing or decreasing would be
available from the following figures of percentage losses during the last
few years.

s. Nam-= of Region Year  Quantity Quantity Percentage
N Stored*® lost* of loss

(in tonnes) (in tonnes)}

1 Weearno . 19065-66 29,67,381 4,914 016§
1966-67  28,80,954 4,928 017
1967-68 18,64.580 1.993 0" §06
2 Southern . . 1965-66 14,155 1,611 1102
1966-67 $:401 s3 0-98
1967-68 4,751 30 0-63
3 Northern . . 1965-66 7,56,758 420 0-0<
1966-67 '2,24,408 719 032
1967-68 Nil Nil Nil
4 Eastern . 1965-66 9.82,262 2,470 0-25§
1966-67 12,09,300 441 004

1967-68 9.04,183 731 o o8

1.12. The overall position regarding quantity of foodgrains stored and
that lost for the three vears ending 1967-68 was as follow:—

Grains stored® Grains lost  %of Lo:s

( in tonnes)

1965-66 . . . . . 47,20,556 ' 9,415 0°20
1966-67 . . . . . 43,30,063 6,141 014
1067-68 . . . . . 27,73,519 2,784 00l

‘The Committee drew attention to the data given in the Audit paragraph
about storage losses in respect of rice and wheat. The quantity of rice
lost was 20,546 tonnes while the Loss in respect of wheat was 13,704

*Figures as supplied by the Department of Food and amended by Audit.
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tonnes. The quantities of these grains handled were 7,91,753 tonnes and
69,36.527 tonnes respectively. The Committee asked why the storage
losses in respect of rice were so high in relation to the losses in respect of
wheat. In a note, the Department have stated that although during the
year 1966-67, “the quantity of rice purchased was less than (the quantity
of) wheat, as this was a drought year, despatches (of imported griins) had
to be made from the ports directly to the State Governments and other
consignees with the result that very little of these grains came to be
stored in the Government storage depots. Consequently the bulk of the
rice stored in the Government godowns was of the indigenous variety.
As the moisture content of indigenous rice (169 ) is comparatively
higher as compared to imported foodgrains (1467 ), the loss in driage due
to storage has been more in the case of rice than in the case of wheat.”

1.13. The Committee find that storage losses in respect of rice have
been much higher.than. similar losses in respect of wheat. During 1966-
67, the loss in storage in respect of rice was about 2.5% of the quantity
stored, against a loss of 0.2% in respect of wheat. While the Com-
mittee note Government’s cxplanation that the higher percentage of
loss was due to higher moisture content of indigenous rice and the re-
latively larger quantities of that grain stored, they feel that the matter
needs further study by Government, with a view to devising effective
measurcs to reduce the losses.

1.14. In regard to transit losses, the lollowing data about the losses
incurred during the three vears ending 1967-68 was furnished to the
Committee:—

Quantity Quantity  %age of

Year transported lost loss

in tonnes in tonnes

Wheat . . . 1965-66 36,10,979 27,197 07
1966-67 29,72,372 18,564 06
1967-68 24,53,393 7,021 03
Rice . . . 1965-66 5,715,712 2,397 04
1966-67 2,03,597 917 04
l967‘68 1:99:542 1,091 o5

Explaining the overall position in regard to transit losses, the Secretary
of the Ministry informed the Committee that the percentage for transit
losses were 0°29. in 1965-66, 0-49 in 1966-67 and 027 (provisional) for
1967-68. The loss in the year 1966-67 was relatively higher because in
that year, due to scarcity conditions, Government had to handle about 10
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million tonnes of foodgrains. “Because of the requirement of urgent
movements to the States during this period we had to resort unfortunately
to loading in open wagons which we would not normaily do.... we had
to do it especially when the Railways were not in a position to provide
covered wagons for the entire quantity.”

I.15. The Committee drew the attention of the Deparunent to reports
in the Press about damages to foodgrains  transported by open wagons
due to rains and enquircd what the position was.  The Secretary, Depart-
ment of Food stated that the question of damages to foodgrains transport-
ed from Punjab to Calcutta had been taken np with the Railways. He
added:  “T'he position that confronted us in Punjab this year was unpre-
cedented. Expecting s bumper aop in Punjab we made our preparations
right from the middle of March for storing and moving grain from
Punjab. The State Government as well as our experts estimated the
arrivals to be 34 lukh tonnes per month in the Punjab-mandis but to
the surprise of all of us, between 15th May and  15th  June nonrly
1 million tonnes of wheat descended like an avalanche in Punjab mandis.
There were not enough covered wagons and the Railways could not pro-
vide more covered wagons.  Monsoon does not generally come to the
North till the ¢nd of June or middle of June and we had to take the
risk of moving some grain in open wagons.  So much grain was moving
out of Punjab that the turn-round of not only wagons but even of tar-
paulins was not as much as was expected, with the result that they were
not even able to provide tarpauling to cover the open wagons. It 1s
unfortunate, but what 1 said explains the difficult position we were in”.
In response to a further question, the Director General. Food, informed
the Commitice that “as soon as reports started appearing in the Press, I
was personally deputed to Calcutta to make an assessment of what the
actual damage might have been. . . . The total quantity that was trans-
ported to Calcutta from Punjab  during (thiss  month  was 160,000
tonnes. The total quantity that was affected by rain in open wagons
was of the order of 18,000 to 20000 tonnes. 1 sav “uaffected”  because
about 16.000 tonnes were absolutely  superficially dampened . . . The
grain was screened. checked and was found to be perfectlv in sound con-
dition. It is only in respect of the balance of about 4,000 tonnes that
there was expectation of heavy damage.”

L.16. The question of damage caused to foodgrains transported in
open wagons in May-June, 1968 also figured in the replies given by Gov-
ernment to Starred Question No. 32 in Lok Sabha (Answered on 23rd
July, 1968) and Starred Question No. 126 in Rajva Sabha (Answered on
26th July, 1968). From the replies given by Government, the following
position emerges: —

(i) The requirement of wagons of the Food Department was
“for carrying 15,000—19,000 tonnes of wheat per day.” The
indent was for covered wagons,
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(ij) “Considering the huge quantities to be moved, some use of
open wagons was inevitable. Acute labour shortage at several
destination points, however, held up unloading, and the turn-
round of wagons and tarpaulins was, therefore,  seriously
slowed down. In the circumstances, despatch of grain in some
open wagons without tarpaulins was resorted to as an addi-
tional emergency measure on a very temporary basis.”

(111) “The wagons without cover . . . . . were about 3,000, as
against the total number of 30,000 that were moved.”

Gv) “When it came o notice that tarpauline would be available
trom the Defence Deparunent, immediately  initiative  was
taken by the Food Department”™ and the Ministry of Defence
also helped in making the tarpaulins available.

(v) “The total quantitv of {oodgrains which got damaged due to
wet conditions is about 1,900 odd tonnes all over India, dur-
ing this particular period. In the Bengal area alone, it was
about 900 tonnes.” However, investigations to  assess  the
total extent of damage were still in progress and “it is not
possible to indicate the total extent of damage to foodgrains
till the process of drving and salvaging is completed.”

L17. 1n a note subsequently sent to the Committee, the Department
of Food have indicated the overall position of loss of grains transported
by open wagons as follows:

“In 1967, 247 million tonnes of foodgrains were transported in
open wagons. The quantity so transported in 1968 (Janu-
ary to August) was 1.4 million tonnes. This was done on
account of inability of the Railways to provide covered wagons
for the entire trafic which totalled 8.8 million tonnes in 1967
and 6.3 million tonnes in first cight months of 1968 . . . . In
1967, 987 tonnes of foodgrains carried in open wagons were
lost. The loss in 1968 (January to August) was 6,673 tonnes
which was much higher than the loss in 1967”.  Indicating
the remedial measures taken, the Department have  stated
that “according to instructions issued from time to time by
the Railway Board, the open wagons carrying foodgrains
should be properly covered with tarpaulins, which should be
tied very securelv and checked en route and should be duly
escorted right up to the destination.”

1.18. The Committee enquired why, if Government had difficulty in
coping with the heavy volume of arrivals of foodgrains and their trans-
portation, the matter was not left to be handled by Trade. The Secre-
tary, Department of Food replied: “If we had left it to the trade, the



farmer in Punjab would have been completely exploited.” He added thac
Government “procured 92 per cent of the entire market arrivals and
Rs. 152 crores have been paid to Punjab farmers during a period of five
10 six weeks”. In response to a question whether, in view of the diffi-
culty in procuring wagons, the road transport services were used, the
witness replied in the afirmative.

1.19. The Committee enquired about the procedure followed in
investigation of the losses incurred in handling and distribution. The
Department have stated in a note that all cases of losses are thoroughly
investigated at the appropriate level to ascertain whether “the loss is due
to non-observance of rules or defective or inadequate supervision.” In
the case of transit losses, the possibility of claims being made against the
carriers is also examined. Powers of writesoff given to the officers at
various levels are exercised, only after it is established that losses are
“due 1o operational reasons”.  All cases of loss above Rs. 10,000 in each
case of transit loss and Rs. 5,000 in each case of storage loss, are required
to be reported to Government. The Ministry consult the Finance wing
before according sanction for writc-off in all cases exceeding Rs. 25,000.
“If in the course of examination, the Ministry is not satisfied about the
reasons given for the loss. such cases are referred to the Regional Director
(Food) for special investigation by a Committee consisting of two or three
independent officers of the Regional Directorate.”

1.20. The Committce note that large uantities of foodgrains trans
ported by Government are moved in open wagons. The quantum of
such movemeng in 1967 was 2.47 million tonnes, or 25% of the total
quantity moved, and 1.4 million tonnes in the first cight months of
1968, or 22% of the grains moved. The loss involved in such movements
in the first cight months of 1968 was substantial and amounted to 6,673
tonnes, of which about 1,900 tonnes alone were lost due to exposure to
rains.

ks

1.21. The Committee had examined last vear the performance of the
Railways in the Third Plan and had pointed out in their 22nd Report
(Fourth Lok Sabha) that, as against the target capacity of 249 million
tonnes of orginating goods traffic to be created at an additional cost of
Rs. 1325 crores, the actual capacity developed at an expense of Rs. 1,686
crores was 225 million tonnes (approx.) of orginating traffic while the
actual movement in the last vear of the Third Plan was only 208 million
tonnes. It would thus appcar that, while there is spare capacity avail-
able on the Railways, it is the lack of an adequate number of covered
wagons which acts as a constraint on the safe movement of foodgrains.
The Committee would like the Railways to review carefully, in consul-
tation with the Department of Food, the rail transport required for the
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movement of foodgrains from surplus to deficit States in the light of the
recent increases achieved in food production in the counmtry.

1.22. In planning for transport facilities for the movement of food-
grains the Committee would like Government to take note of the great
improvement made in road transport in the country, so as to make in-
creasing use of it in the interests of expeditious transport of foodgrains.

1.23. When the use of open wages for carrying foodgrains becomes
inescapable due to the non-availability of closed wagona and heavy
movements arising from suddcen large arrivals of foodgrains in the
markets, the Committee would like to stres that the foodgrains should
be adequately protected  both against the vagaries of weather and pil-
ferage. Government should also consider whether, on occasion when
market arrivals are heavy, movement by road should be encouraged and
movement by rail could be so spaced out, through provision of local
storage facilities, as to facilitate the use of closed wagons as they become
progressively available.

1.24. Taking note of the decreasing handling operations on Govern-
ment side, the Committee asked what progress had been made in the
transfer of work to the Food Corporation and in the reduction of staff in
the Department of Food. The following position in regard to the trans.
fer of work to the Corporation was indicated to the Committce.

(1) Depaois transferred.

Region No. of centres owned by I"(‘nd ])C[‘l;t' Wij)atc- from |
ment transferred. which trans-
ferred,
Southern Region . 16 Madras '}
Mysore
Kerala f 1-4-1965
Andhra
Pradesh J
Northern Region 22 Rajasthan 1-1-1966
Punjab 1-4-1966
Uttar Pradesh 7 1-11-1966
Delhi J
Western Region . 4 Madhya Pradesh 15-11-1966
Eastern Region . 20 Orissa 1-1-1966
Bihar 26-12-1967
Assam 19-8-1968

West Bengal 16-9-1968




10
(ii) Transfer of procurement works:

The bulk of the work of procurement before the constitution of the
Food Corporation was being done by the Central Government through
the State Governments. There were Central procurement units only at
Bilaspur, Cuttack and Chandigarh and these were transferred to the Cor-
poration with effect from 15-11-1966, 1-1-1966 and 14-1965 respectively.

(iliy Transfer of clearance and handling operations:

The clearance and handling work at all ports in Kerala and at Tuti-
corin, Mangalore and Karwar have so far been transferred. Further
action is under way to transfer the rest of the major and minor ports
under the charge of the Regional Director (Food) Madras. The only
areas which arc not being handed over are the port areas at Bombav and
Calcutta. During evidence, the Secretary, Department of Food indicated,
these were not being handed over, as also the interior depots attached
to these ports, as “they are difiicult areas”, which the Food Corporation
is “not.... fully gearcd up”, to handle.

1.25. The Committee enquired about the extent of cconomy achieved
in the expenditure of the Food Department  with the transfer of these
items of work. The Department indicated the total number of posts
reduced in the Regions as well as Headquarters as under:

(a) Year No. of posts reduced
Gazetted Non-gazettee
1965-66 . ‘ - 57 3699
1966-67 . . . 78 3597
1967-68 . . . 20 1346
ToraL 155 8642

(b) Food Department Headquarters

1965-66 . . . —_ 50
1966-67 . ) . 4* 7
1967-68 . . . 7@ 7

TotAL 11 64

i

Je—a: 1 Gazetted post was also down graded in addition.)

1.26. The Committee enquired why, if there had been reduction in
posts, the expenditure of the Department under the head ‘Pav of officers’,
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“Pay of Establishment’ and ‘Allowances and Honesraria' as given in the
table below did not reflect the economies achieved.

(Figures in Lakhs of rupees)

A s . i i e i et e

1965-66  1966-67  1967-68

Regional Estublishment . . . 32794 322° 84 316- 10
Headquarters . . . . . 34-01 3564 36-46

1.27. The Deparanent have explaned in o note that “the saving in
expenditure ‘Regional bstabhishments’ is not in proportion to the number
of posts reduced.  Sumilurly, the expenditure under Headquarters regis-
tered an increase in 1966-67 as compared to that in 1965-66. This is due
to the fact that simultancouslv  with the transter of work to the Food
Corporation of India. the Department also  took over additional
responsibilities  e.g..  deparunentalisation  of  clearance  operations
at ports, departmentalisation ol mechanise discharging
operations, scarcity reliel operations.  This necessitated creation of ad-
ditional posts both in the Regions and at the Headquarters. The sav-
ings were further reduced considerably by tactors like periodical -
creases in dearness allowance, annual incremeuts to staff et .. ."

128, In 1eply to o guestion whether, with a view 1o assessing the
Compgarative  position, the expenditure incurred by the Foed corpora-
tion on the work trumsferted to it could be worked out, the Department
have stated that it woull not be possible to do so, as the Corporation
had, besides tuking over procurement, storage and handling work pre-
viously done by the Food Department, also undertaken procurement in
areas not covered by the Food Department. The Committee enguired
whether the Staff Inspection Unit of the Ministry of Finance had made
any assessment of the reduation in work load in the Food Department.
The Department have stated in a note that the Staft Inspection Unut
studied the work load in the office of the Regional Director, Food,
Western Region in July-August, 1967, and as a result, 3 gazetted posts and
32 non-gazetted posts were abolished.  'The Unit also examined the work
load in the Docks Office and Engineering Unit Bombay in March-july,
1968. They suggested a reduction of 107 non-gazetted posts in Docks
Office and 1 garzetwed and 77 non-gazetted posts in the Engineering Unit,
The recommendation “is being implemented”.

1.29. Referring to the data given in the proforma accounts about
indirect expenditure, the Comunittee pointed out that in 1966-67, they
aggregated to 7.77 crores as against Rs. 57.58 crores in the preceding-22
years. The Department have stated in a note that “the expenditure



12
figures do not conform to any pattern as in some cases the expenditure
incurred in an carlicr year comes up for adjustment in the subsequent
year. 1t is, therefore, difficult to state the reasons for variation.”

1.30. A statement of anditect expenses as furnished by the Depart-
ment appears at Appendin T

1.31. “The Committee note therefrom that, apart {from expenditure on
staff, the other major item of indirect ¢expense is rent of godowns. The
figures of 1ent in relation to gquantity stored by the Department for the
three vears ending 1966 65 are given below:

1964-65

1965-66 1666-67

Quantity stored in tennes . 60.92.374 47,20.556 43-3C.063
Rent of Godowns in rupees . 1,26,74.977

68,36,148 92,04.627

1.32. "The expenditme on rent bore no relation to the quantity stored
and in fact, in 1966-67 inaeased, in spite of reduction of the quantity
ol loodgrains stored,

1.33. The Commitice note that there has been 2 progressive transfer
of procurement, clearance and handling work from the Food Depart-
ment to the Food Corporation. In para 4.33 of their 27th Report (Fourth
Lok Sabha) the Gommittee had 1aken note of this position and stressed
the need to maintain a close watch over the establishment expenditure
of the Food Department to achieve maximum possibic economies. In
para; 4.56 of that Report the Committee had also suggesied that evey
effort should be made to avoid an . over-lapping of functions between the
Food Corporation of India and the Department of Food. The Committee
now observe that, while there has been some reduction in posts in the
Food Department, the establishment expenditure has not beem sub-
stantially reduced in the Regions and in fact has gone up a Head-
quarters. While the Commitice note the Department’s explanation that
this is due to the creation of posts to cope with additional items of
work, apart from factors likc increase in dearness allowance, they would
like Government to transfer the functions of the Food Corporation of
India still performed by the Food Department to the Corporation and
reduce the number of posts in the Food Department. The Committee
would also like Government to undertake a comprehensive study of the
workload in the Food Dcpartment both at Headquarters and in the
Regions to effect maximum economies possible by job analysing the work
through the staff inspection Unit of the Ministry of Finance who have
already conducted some studies in this respect. For any additional work-
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load a minimum number of posts might be kept on a purely temporary
basis whose retention may be considered every six months in the light
of actual work involved.

1.34. The Committee observe that one of the major items of ‘indirect
expenses’ on the scheme is on account of rent of godowna This, how-
cver, does not bear any relationship to the storage position as reflected
in the quantity of grains stored by the Department. While the guantin
of foodgrains stored declined from 47 lakh tonnes in 196566 to 43 lakh
tonnes in 19667, the expenditure on remt, which was Ry, 68 lakhs in
1965-6tr rose to R 92 lakhs in 1966-67. The Committee would like the
causes of thiv increase 10 be examined by Government. In partionlar,
they would like 1o know whether, with the  progressive  transfer ol
storage work to the Food Corporation and the reduction in the quanti-
tics of foodgrains stored by the Department, there bas becn a progres-
sive release of godown space.
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DEMURRAGE IN RESPELCT OF IMPORLTED FOODGRAINS A
INDIAN PORTS

Audit paragraph,

In para 69% ol thew 1ist Repore (Third Lok Sabhiay, the Public
Acoounts Comnnttee had observed (October, 1963) that as the demur-
rage paid to shipping compames was mostly i foresgn exchange, con-
stituting an avoidable dram on the warce  foreign exchunge, the De-
prartment should examine in detial cases which led w payment ol such
heavy demurrage charges ! take suttable remedial measures in con-
sultation with the Minisiy of Tramport: cases  where demurrage ot
more than Ry 10,000 was paid should invaniably be examined in tuture
with a view o fining responsibiling

2.2 Punsuant 1o the recommendations, the Deparunent issued anstruc
tons in Februany, 1966 0 the Regional Directorates (Food) , that whe
ther a ship incured demurrage of more than Rs. 10,000, the case maght
be examined in detail so a0 by responsibility {or the demurrage and

that a detailed report covermg this aspect should be sent 1o them with-
out delav o each case

23 A 1est ek of the reconds of the Payv and Adccounns Otheer
showed that an amount of Ry 1IN crores bemg the demurrage in respect
of 211 vessels of foodgrans sponied duning Febionary - December, 496
was adjusted in the accounts or March, 1967 alone: thys induded 39
vesels involving abo demurtage at loading ports abroad.  Of these, 180
cases involve demuirage exceeding Rs. 10,000 cach. The Department
have saited (December, 1967 that i a majority of cases demurrage -
curted was on account ol the ships waiting {or berths.  They have tur-
ther stated  (February, 1968y that, of the above, 37 cases have so tar
been finalises! and that in none of these cases any individual or agency
was found 1o be responsible for the demurrage which was incurred en-
titely for reasons beyond control. The remaining cases are reported to
be still under correspondence with the Regional Directors concerned.

(Paragraph No. 83, Audit Report (Civil) . 1968)

14
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24. The following were the figures of demurrage paid during the
three years ending 196768 as intimated ta the Committee by the Depart-
ment:

1965-660 1966-6~ 1967-68

 Figures in lakhs of Rs.»

1Y Demurrage in raspect of foreign 12-20 14998 7972
vessels
1 Demurrage in respect of Indian 022 191 7:62
vessels
12-42 151-89 87-134

From a replv 1o Unstarred  Question No. 2158 pl.ucd on thc rablc of
Lok Sabha on Ist August, 1968, the Committce note that durmg the three

months of 1968-69 ending June. 1968, the demurrage paid to ship-owners
amounted to R 419-54 lakhs

l)'

At the instance of the Committee, the Deparunent also furnished

Agures of demurrage paid portwise for the vears 196566 to 1967-68 as
under:

S. No. Names of Ports 1965 -66 1966 67 1967-68

’Figures in lakhs of rupces)

(1) Indian Ports

1 Bombav . . . . . 361 4114 1668

2 Calcurta . . . . . 2-33 2542 39- 81

3 Madras . . . . . 1-88 244§ 7:55

4 Kandla . . . . . 161 12-3% 755

s Bhavnagar. . . . . 112 9-21 2-52

6 Cochin . . . . . o087 $°94 1-70

7 Vishakhapatnam . . . 040 413 1°71

8 Other ports . . . . 060 478 2:74
(IT) Poreign Ports (Port Arthur and

Vancouvor) . . . . . .. 032 008
(I1I) Not allocable between forcxgn and

Indian Ports . .. 2415 7-10

TOTAL : ) 1242 151-89 87-34
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2.6. The Commitice enquited whether Government had worked out
the demurrage paid per ton during the three years ending 196768, The
figures as furnished are given below:

Year Incidence of demurrage per tonne

1955-66 Rs o-15 Likhs
1966-67 Rs 1-54 ilakbs
1967-68 Rs. 1-03 lakhs

The Comumittee enquited  why ihe demurrage paid in 19%66-07 was so
abnormally heavy. The Secrctary, Departinent of  Food admitted that
the demurrage that year was “undoubtedhv very formidable.”™  Explain.
ing the circumstances that led to such heavy demuriage, he said the coun-
try was faced with an unprecedented food shortage that vear. The tood
production had slumped trom R4 milhion tonnes to 72 million tonnes and
the posts had o cope with hoovy airvals ws compated to the preceding
years. The octage anmcal  oaports dunng  the  vears 1965 -0)
was of the order of 61 mithon  onnes, but during  1966.67,
the import amounted 1o as much as 10 mitlion tonnes. Such heavy ar-
rivals naturally resulted in detention ot shaps The Deparunent atso
lost a number oi manhours due 1o labowr problems. “For anstance,
October, 196, 4 thouwsand hours were dost because of strihes or stop-

pages of work in Bombav.  In Culoatta, 300 hours were lost 1 Vicag,

there was o continuous goslow policy.”

2.7. Listing the mesures tahen to augment port handonge capaaity,
the Secretary stated that a team ol American experts had visited India
in carlv 1966 o assess the capadity of Indian pores “They submitted
their report and made 4 number of yecommendations for improving the
foodgrains handling capacinn at our ports. ‘Then own assessment was
that il everything moved acconding to plan, if evervbady did their job,
we should be able to bandic from 1 million tonnes to 1.2 million tonnes
2 month. ... ..... in the fair weather season.  We implemented most ot

their recommendations, in fact all of them that were feasible. . .. LT

2.8, From a copy of the report of experts team which was turnishea
bv Government, the Committee observe that the team assessed the “capa-
bility estimate” of the ports as 1.5 million tonnes though they addedt
that “this achievement would require a degree of excellence in coorndina-
tion and management bevond the demonstrated ability of agencies in
charge.” The team, therefore. recommended that “in view of these and
other unknown factors. . ..., the proposed programme should be
scheduled on the basis of a maximum of 1.2 million tonne a month with



17

the rccognition that should the situation  deteriorate further there s
room for expansion.” Their estimate of the port facilities and equip-
ment necessary o increase grain handing capacity was as under:—
(i) For handling 1.2 mithion tonne

1 additional Grain Berins

1 Sets (10 Pheumatic Discharge Machimes

13 Bag Stitching Madunes

3 Fork-litt trucks

5 Grab budkers (for 3 ton aanes

7 Imdhinad Bag comvesors  (small, portable)

.

5 Chute (grain heppenn Rail cars (supplied by Pore Trust).

wiy For handhng 1.5 medbon tonnes

12 sets (85) pneamatic discharge anachines 2 1200{15] HP tugs
21 bags stitching machines

7 fork lift trucks

1 warehouse 500" x 1205

5 grab buckets for three ton cranes

2 railroad car shunters

15 incline bag convevours

20 dump trucks,

29 A statemcent furnished by Government  showing the action
taken on the recommendations of the T'eam appears at Appendix 1v.
It would be seen that the recommendations of the team were imple-
mented and that port handling equipment was purchased on the scale
recommended by the Team for handling 1.5 million tonnes,

2.10. The total expenditure incurred on the purchase of the equip-

ment was Rs. 147°75 likhs involving foreign exchange expenditure of
Rs. 96.39 lakhs.

2.11. The figures of foodgruins discharged and cleared during 1966
and 1967 (for the period upto October, 1967) were as under:

Discharged  Cleared

{In thousand tons)

April, 1066 .
May, 1966 .
June, 1966

. . . . . 11274 1127
. . . . . . 1995-§ 1106°1
. . . . 1003°4 10442
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Discharged Cleared

1n thousand tons:
July, 1966 S , 904 6 931 R
August, 1966 . . . . . . . 916-6 9193
September, 1966 . . . . . . 808 3 Bgr-2
October, 1966 . . . . . . . 943 R 9062
November, 1966 . . . . . . 916-5 9031
December, 1966 . . . . . . . 8018 R29°3
January, 1967 . . . . . . . §76-2 8746
Fubruary, 1967 . . . . . . . ~19-1 7050
March; 1967 . . . . . . . 79" 2 822-¢

The foregoing figures would show that the peak dlearance achieved was
1.12 million tonnes.

2.12. 'The Committce enquited whether Government had studied the
specific factors that led to pavment of demurrage. The witness stated
that 909 of the demurrage was due to ships awaiting for berths and 10
per cent due to slow discharge.  While considering this position, he said
it was also necessary to take into account the fact that Government had
also simultaneously carned ‘despatch money” by clearing ships in less than
the stipulated time. The following figures of earnings were furnished
to the Committee in this connection:

Yecar Amoun:
In lakhs of rupees)

1965-66 . . . . . . . 68 13
1966-67 . . . . . . . 11214
1967-68 . . . . . . . 11975

2.13. Explaining the situation that led to ‘bunching’ of ships at the
ports, the witness stated  that three factors made it difficult to arrange
arrival of ships according to a tme schedule. The first factor was that
ships were allowed ‘lay days’, ranging from 10 o 25 davs, within which
they could present themselves for loading. Tt was difficult 1o foresee on
which of these days the ship would call at the loading port.  The second
uncertain factor wuas the loading time, which varied from 3 to 28 days.
The third factor was the speed of the vovage, which varied from four to
six weeks depending on the speed and problems encountered en route.
“These”, he added. “were the three main factors which made it impossi-
ble for us to ensure that.... ships.... came to the ports in a particular
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wonth to the extent we could handle and. .. (that they)....were spaced
adequately so that no waiting was involved. | would go to the extent of

saying that it was impossible for any organisation to ensure that ships
came at stated intervals and were conveniently spaced

for the reasons
) . mentioned.”

2.4 The Committee enquired whether Government were so completely
at the mercy of unpredictable factors and whether it was not possible to
devise expedients to reduce demurrage to the minimum.  The witness
stated that Government “took every possible measure to improve clear-
ance. .. The process of examination to sec to what extent the grain
handling capacity can be improved even further continues. We have
already tnied in Bombav. .. . automatic bagging and stitehing machines
and we have installed some of these. .. We have an engincering cell
10 see to what extent there may he 1 further measure of mechanisation
m our handling of foodgrains, but  perhaps that  problem may not be
pressing as progress in agriculture continues, hecatise we hope that -
ports will be drastically cut down.”  From a reply given by Government
in the Lok Sabha on 25th July. 1968 to Unstarred Question No. 853, the
committee note that import of foodgrains “may be necessary during the
years 1969 and 1970, though the assessment of requirements is still o
be made. On the question of reassessment of foodgrain handhng capa-
city at ports in view of the improved food situation in the country, Gov-
ernment have stated on 20th August, 1968, in rcply to Unstarred Ques-
tion No. (349, that “reassessment of foodgrains handling capacity requir-
ed at various ports and of the nced for new mechanical equipment and
installation is being made at present. The amount of toreign exchange

likely to be spent can be determined only  when the  Fourth  Plan s
finalised.”

2.15. Taking note of the position of detention of ships at ports, the
Committee enquired what coordination existed between the Regionat
Directors of Food and the port authorities to ensure that  foodgram
vessels were promptly berthed. The witness replicd thur the Regional
Directors maintained comstant liaison with port authorities through
periodical meetings and discussed all problems regarding berthing or
delay in clearance. Apart from this, the Director General remained in
close touch with the port authorities through frequent visits. Whenever
necessary, additional berths for food vessels were asked {or from the port
authorities and the Department faced no difhculty in getting these extra
berths. The Committee enquired whether the Depurtment took steps to
avoid bunching of ships at ports, by diverting them (0 other ports where
the position was easier. The Secretary, Department of Food, said: “We
exploited every port capacity, both major and minor ports, to the mgxi-
mum extent possible. Bat grains are mostly carried in tankers which.
can be handled in Bombay, Kandla and Madras.”
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2.16. The Committee drew the attention of the representatives ot the
Depariment to the comment in the Audit paragraph that only 37 out of
1B0 cases of demurrage exceeding Rs. 10,000 had been investigated by the
Department. The witness stated: "It s true that the progress in these
[,"llqllili(.'s has been slower than it should be, The only circumstance 1
can advance s that during 1966 and in Lace during 1967, with the terrhic
pressure on the Regional Direcors ot Food in connection with the move-
ment and dearance of foodgrains they were not able to devote adequate
time to the question of completing these enquunies more  expeditiously.
Actually the position s on 2Znd Juls. 1908 is that about 118 out of 180
ey hanve been himalised. We will take all possible measures to see that
these e expedited ™ I yeplv 1o a further question i was stated that
in none of the 118 Gises investigated “there has been any case of fixing
responsibility. on any person™, s the payment of  demurrage  was  “on
account of nonavaitability of berth” "The Commitice enquired about
the procedure followed in the investigation of demurrage cases. In a

note. the Departiment have explained it as follows: -

“According 1o the terms of the Charter Party (agreement with the
ship owners for engaging the shipy. a period called laytime is permitted
for dischanging the cargo by the receiver which is free of  demurrage.
Fraom the period counting {rom the hour and date when a ship arrives
at a port, and s ready o dischainge the cargo, upto the hour and date
it is completely emptied v the receiver, the lay-period mentioned above
is deducted and demurtage calculinted for the difterence. It a berth is
not inuncediaely available and o ship has to wait, this waiting period is
alvo counted for culeulating the demurrage. H the ship is emptied by
the receivers belore the expiry of the prescribed lavtime, despatch money

iv carned.

2.17. About a month or so after completion of discharge of vessel, the
concerned Regional Director (Food) sends time sheets/statement of facts
to our Mission in the US.A. or the UK. for settlement of demurrage
claims with the shipowner in respect of foreign flag vessels. In case ot
Indian vessels these documents arve sent to the Department.  During the
dicharging opcrations, a constant vigil is exercised by the Oflicers con-
cerned with the discharge and dearance of cargoes at the ports and all
steps are taken by them on the spot with a view to avoiding/ininimising
the demurrage as far as possible,

2.18. At the time of finalising the time sheet the Regional Director of
Food investigates the reasons for the demurrage. In cases where the
demurrage is not more than Rs. 10,000 and the Regional Director of Food,
alter thorough examination. is satisfied that the demurrage incurred was
for reasons beyond anvbody’s control, a certificate to the following eftect
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is furnished by the Regional Director of Food, or the Director or the
Joint Director in charge of Port Operations to this Deparument:--

‘Certified that no Government ofhicial concerned with discharge/
clearance, shipownersfagents, handling/clearing contractors etc.
is responsible for the ship demurrage  incurred by tanker/
vessel'.

This certificate when signed by (he competent authority is accepted with-
out any further probe by this Department and the demurrage so incur-
red is treated as unavoidable.

2.19. In cases where the demurrage is above Rs, 10,000 the Regional
Director of Food submits a special report in the prescvibed protorma alter
making thorough imvestigation at his end. This report is to be signed
wither by the Regional Director of Food himsell or the Director/Joint
Director in charge of port operations.  Such reports are scrutinised in
the Ministry and if after a thorough examination of the facts it is found
that the demurrage incurred was for reasons bevond anybody’s control,
the matter is treated as closed.

2.20. The Committee note that the demurrage in respect of ‘nod-
grain shipments amounted to Rs. 151-89  lakbs in 1966-67, as against
Rs. 12:42 lakhs in 1965-66 and Rs. 87-34 l:lkhs in  1967-68. While the
Committee appreciate the fact that the ports had to cope with very
heavy arrival in 196667, they would like to point out that the actual
clearance ranged from 1 to 1-12 million tonnes, against targeted clearance
-of 1-2 million tonnes expected to be achieved as a result of the imple-
mentation of the recommendations of the U.S. Study Team. The Com-
mittee note that, though the Department was  working to a target of
I'2 million tonnes, port handling equipment to augment capacity was
purchased more or less on the scale considered appropriate by the Study
Team for rcaching a peak clearance of 1-5 million tonnes. In view of
the substantial investment of Rs. 148 lakhs made in these items of equip-
ment (about Ra. 96 lakhs of it in foreign exchange), the Committee can-

not stress too strongly the need to  ensure that the equipment is put to
-optimum use.

2.21. The Committee note that 9097 of the demurrage paid was due
to ships waiting for berths at ports as a result of bunched arrivals. As
pointed out by the American expert team, this situation suggests the
need for advance “planning of loading datcs of chartered ships, so that

arrivals are not bunched any more than chance dictates.”

2.22. The Committee also olserve from the data furnished to them
that, of the total demurrage of Rs. 25165 lakhs paid during the threc
vears ending 1967-68, a sum of Rs. 241-90 lakhs accrued to foreign
shipping interests.. The Committee would like in this connection ‘o
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draw auention 1o their ohservations in para 4.72 of their 27th Report
(Fourth Lok Sabha) in which they had stressed the need to press more
and more Indian vewels into service for the transport of foodgrains.
This would ensurc that not only freight but also anv demurrage that
may become inescapably payable accrues to the country, minimising the
drain on scarce foreign cxchange resources.

2.23. The Committee note that the investigation of 62 demurrage
cases of over Rs. 10.000 relating to the period February-December, 1966,
is still pending. They would like these cases to be quickly investigated
and any remedial measures necessary, in the light of such examination.
to be speedily taken. i
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EXTRA EXPENDITURE IN THE HANDLING AND TRANSPORT
OF FOODGRAINS

Audit Paragraph

In September, 1966, the Deparunent authorised the payment of
Rs. 1'15 lakhs to a firm "A" in  terms of an arbitral  award (May, 1966)
arising from disputes in respect of certain agreements entered into with
them in 1956-57. By a letter dated 3lst March, 1956, the Regional
Director of Food. Bombay appointed firm "\’ as contractor tor Joading,
unloading, weighment, etc. ol foodgrains at Government godowns in
Bombav city, suburban areas and at the tail-heads tor o period of one
vear with effect from st April. 1956, Later, with effect from 24th July,
1956, similar work in respect of fertilizers was also entrusted to the tirm
for the period up to 3lsg March, 1957, Formal agreements covering the
transactions were executed by the Regional Director in December, 1956
in the case of foodgrains and in December, 1957 (nine months after the
expiry of the agreement) in the case of ferulizers.

3.2. In terms of the agreements, the Departiment veserved the rights
of extending the period of the agreements by a further period of one vear
on the same terms and conditions, and of 1ermmating the agreements at
any time during their carreney without assigning any reasons, by giving
30 days’ notice in writing. In exercise of these rights the Department
on 31st March. 1957 extended both the agreements for o further period
of one year up to Sy March, 1958, pending appoimtiment of a new con-
tractor on the basis of tenders already received in March, 1957, A new
contractor ‘B’ was later, with eftect from 6th May, 1957, appointed by the
Department.  On 16th April. 19537, re. 2 weeks atier the exiension of the
contracts with firm "A’, a notice of 30 days for the termination ot the ex-
tended contracts was issned 1o them and the agreements  finally  stood
terminated with effect from Foth May, 1957

W oy

5.3. The firm disputed the validity of the cancellation, and in January,
1058, sought arbitration. An arbitrator was thercupon appointed in
October, 1958.  The firm sought revocation of the order of appointment
before the High Court of Judicature, Bombay but later withdrew the
case in February, 1963. Later, on the resignation of the arbitration in
Mar-h, 1963, another arbitration was appointed in  May, 1963. The
firm claimed payment of Rs. 3:15 lakhs including compensation amount-
g to Rs. 1.65 lakhs on the grounds, inter alia. that:

(a) the right of werminating the contract on 30 days’ notice was
no longer open to the Department, once the right 1o extend
the contracts %2 a further period of onc vear had been
exercised by (hem; and

23
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{h) after the cancellation of the contracts, the Joint  Director
(Food) had, on 2nd November, 1957, isued a certificate to
the firm that the firrm “had the experience in the line and
sifficient control  over the labour and on vwwme  davs thes
handled more than a lac of bags. Their work on the whole
was quite satisfactory.

3$.4. The arbitator, without assigning anv reasons, awarded a sum ol
Rs. 105 lakhs in favour of the firm, and in  addition. Rs. 10,000 was
made payable to the firm s cost of arbitration proceedings, and R« 3,100
as share of fees to the arbitrator. The award was accepted by Govern
ment on the advice of the Ministry of Law.

[Parvagraph No. 85. \udit Report (Civili, 19687

3.5. The Committee have been furnished with a chronological account
of the developments in the case leading to the renewal of the contract
and its subsequent termination.  The following are the principal deve:
lopments indicated:

3-1-19587 . . Question of arrangements to be made on expiry of the

contruct w.e.f.  31-3-57 taken up by Government
with Regional Director of Food.

12-2-1957 . . "RDF sugeested extension of existing contract.

21-2-19§7 . . *RDF asked to test the market before extending the
contract.

23-2-1957 . . Tender enquiry issued by RDF.

10-3-1957 . . *RDF scrapped the tender, due to the tenderer’s revis-
ing their quotations and issued another tender enquiry.

16-3-1957 . . *RDF intimated results of tender emquiry to Government

27-3-1957 . . Decision taken to negotiate with parties concerned.

28-3-1957 . . *RDF told to extend existing contract for one vear
pending negotiations with tenderers.

1-4-1957 . . *RDF extended existing contract for one yeur.

16-4-1987 . . *RDF undertook negotiations with all tenderers on

instructions from Government and also served notice
of termination of contract on existing agent.

3-5-19§7 . . Decision taken after negotiations to appoint the lowest
tender as the handling agent.

3.6. Taking note of the fact that tender enquiry for the appointment
of the handling agent w.e.f. 1-4-1957 was initiated only on 23rd February,
1957, the Committee enquired why tenders were invited so late. The
witness stated that the existing contract, which was due 1o expire on
31-8-1957, gave Government the option of extending it for one more vear.
The normal procedure in the Department was to test the market before
availing of this option. The Regional Director had felt that Govern-
ment might not be able to get lower rates by going in for tender, but he

*Regional Director, Food,
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was, nevertheless, instructed to initiate a tender enquiry. He added:
“Since we had all the time the option te go in for extension for a further
period of onc year, it was not considered as 4 situation which was des-
perate.” In response to a further question whv Government broached
the issue of arrangements to be made wel. 31:31957 only on 3-1-1957
and not earlier, it has been stated in a note: “Normally, in cases inv
which Government have reserved the right to extend the contract. @
study is made three months hefore the expiry of carrent contract of the

market conditions. labour rates. prospects of competition. ... .. .. before
it is decided to call for fresh tenders or 1o continue the existing contvact.
In...... (this) case, the Regional Director was asked to make the studv

necarly 3 months before the expirv of the contract.”

3.7, The Committee pointed  out that the agrecment that was i
force upto 3131957 provided for its extension wpto o turther period ot
onc year. This gave Government the option to extend it for a period
of less than a year also, il they chose. They enquired whether, e the
circumstances of the case, when negotiations for the appointment of new
agents had alreadv becu decided upon before 31st March, [457, it was
necessary to have extended the existing contract for the full period ot
the vear wel. 31-3-1957. 'The witness stated that
for the contract were going on for some time, we were not quite certain

since negotiations

what the final outcome was going to be. .. ... Therelore, as a measure
of cqution the term of the contract was extended for 4 period of one
vear. It was clearly advised by the Law Ministry that once the term of
the contract was extended. .. for a shorter peril, say two months,
then we had no further option to exercise extending the tenn further.”
The Committee then pointed out that the result of the tender enquiry
initiated was known before the contract with the existing agent expired
and that it had also shown that Government wouhl be in a position tor
secure lower rates. They, therefore, asked whether, in this context, Gov-
ernment specifically considered the question whether the existing con-
tract should be extended for the full term and not for only part of it.
In a note on this point, the Department have stated: “At the time the
tenders were received in March, 1957, the offer of the lowest tendcerer
was about 9 per cent lower than the overall cost which would have been
incurred by the Department, if the existing comtracr was extended,
There were also indications that still lower rates could be obtained il
negotiations were held. It was also considered necessary to get clarifica-
tion regarding some of the conditions attached to the offer. The finan-
cial stability and general suitability of the lowest tenderer had also to
be looked into. It was, therefore, decided that the matter should be
negotiated on the spot by a team of officers, including a representative
of the Ministry of Finance. In the meantime, as the loading and un-
loading operations could not he allowed to come to a stop, a decision
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had to be taken to extend the existing coptract. Although the conuract
could have been extended for a shorter period, yot in case the mago
tiations did not get finalised within that period due o reasons beyomd
control, it would not have been possible for the Department to extend
the contract for uny further period in view of the fact that the right of
extension conferred on Government by Clause 2 of the Agreemcent, couwld
be exercised only once. The only course open then would have been
to call for fresh tenders and whether these tenders would have been in
fuvour of Government could not be forecast in advance. It was, there
tore, comsidered desitable 10 extend the contract for one year and later
exercise the right of 1ermination of the conwract by giving the prescribed
period of notice, immediately after the negotiations were over.  Thus
this point regarding  extension of the contract for one vear in the first
instance was specifically  considered.”

3.8, The Conpniuee drew the attention of the representative of the
Deparunent to the arbitration award, which had gone against Govern-
ment and enquired about its implications, The witness stated that the
arhitrator had awarded a sum of Rs. 105 lakhs to the contractor. He
added that “there is sufficient justification for our presuming that this
Ra 1:05 Takhs awarded by the arbitrator. .. ... .. had nothing to do with
the termination of the agreement.” Explaining this position, he stated
that the contractor had put in a claim for Rs. 3-15 lakhs before the arbi-
trator as {ollows:

Rs.
{i) Damae¢ for termination of contract . . . 1-5 lakhs

1) Damages for allotting a portion of the work 1o o-15 lakh
andther contractor during currency of contract

ai) Charges tor cleaning of wagons (Rs. o- 40 lakhs) o-79 lakh
and haadling of open wagons not provided for
in the vontract (Rs. 0-39 lakhs)

{iv) Compensation for detention and idling of labour o-71 lakh
due to low arrival of cargo at docks

ToraL . . . 3-15 lakhs

“I'he arbitrator”, he said, “had given an award of Rs. 1-05 lakhs without
assigning anv reason for which particular item he had given this. Our

presumption. . ........ is that this was given to him in respect of dean-
ing of wagons.......... and compensation for detention and idling of
labgur. ... ... We consulted the Law Ministry. The Law Ministry

had said at vne stage , before arbitration was gone into, that these two items
avere such that if we went up for arbitration the.award would be against
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as........" The Committee pointed out to the witness that the arbi-
trator had given no reasons for his award. Therefore, they enquired
how the Department could be sure that the termination of the contract
-did not weigh with the arbitrator when he gave the award. The witness
replied: “This is the presumption” and stated that according to the ad-
vice of the Law Ministry, the contractor had a sustainable case in respect
of cleaning of wagons and compensation for detention and idling of
dabour, which were independent of the termination of the contract.

3.9. The Committee drew the attetion of the representative of the
Ministry to the fact that after cancellation of the contract, the Joint
Director (Food) had issued a testimonial to the contractor, which was
<ited by the contractor in the case. They enquired whether it was ap-
propriate on the part of the officer to have acted in this manner, The
witness said that it was “definitely. ... .. not appropriate”, but added:
"It has not affected our case in any manner, because our case was not
that the contractor was inefficient. We terminated the contract on the
consideration. .. . ..., that lower rate was available to do the work.” In
response to a further question, the witness said it was not the practice
to issue such  tesumonials and that instructions  would be issued to
avoid recurrence of a situation of this nature,

3.10. The Committee feel that tenders for the appointment of agents
should have been invited in this case well before the existing contract
was due to expire. Government have stated that they had the option to
renew the existing contract and that the normal practice is to study the
market three months in advance in order to decide whether the option
available in such cases should be availed of or not. If this is so, the
‘Committee fail to understand why the Regional Director called for ten-
ders as late as February, about a month before the existing contract was
to expire. This brought about a situation in which a decision could not
be taken on the appointment of new agents before the expiry of the
cxisting contract. Government were therefore obliged to renew the exist-
ing contract and the dccision, taken shortly after renewal, to terminate
the contract naturally led to a dispute with the contractor.

3.11. The Committee also fail to understand why, when the existing
contract gave Government the option for renewal for less than a year,
Government chose to renew the contract for the full period of one yvear
from April, 1957. This was unfortunate as Government knew, even
before the expiry of the original term of the contract, that some of the
parties, who had responded to tender enquiries, had quoted lower rates
from April, 1957, onwards. Government’s argument that they were nego-
tiating with these parties and that, in the meanwhile, as a “measure of
«caution” they extended the existing contract for the full period lacks
validity, as the negotiations were only for securing “still lower rates.”



It was hardly regonable to have supposed that these negptiations would:
last pne full year.

3.12. The Committee also find it difficult to accept Government’s
view that the cancellation of the contract had no bearing on the Arbi-
trator’s award, which went against Government, since the Arbitrator
gave no rcasons for his award.

3.13.. The Committee note, after the cancellation of the contract, the
Joint Director (Food) issued a u;uirqonial to the contractor which was
cited by the contractor in the arbitration proceedings. They under-
stand from Audit that the Regional Dircctor of Food, Bombay, had
himself, in a written communication to the Ministry expressed the view
(20th Octaber, 1964) that “production of the....document has put the
Government in an embarrasing position in the arbitration proceedings”.
Committee therefore feel that the issue of a testimonial by a senior cffs-
cial after the termination of the contract was improper and desire that
clear instructions should be issued to all concerned to avoid a lapse of
this nature.
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PURCHASE OF HYDROGENATED GROUNDNUT OIL
Audit paragraph

In March, 1968, Governmenp introduced statutory control to regu-
Late the price of vanaspaii  This control was later relaxed in May, 1963
when a nonstatutory form of control over the price of vanaspati for
diffcient cones was introduced.  In June, 1964, even this system was
discontinued o an assurance from the Industry that they had surplus
installed capacity which itsell gave rise to a strong in-built competitive-
ness which largely negatived the need for anv external form of price
conttol.  Under the revised arrangement, the individual factories were
required to regulate their prices for vanaspati so that the margin between
the weighted average purchase price of raw oils and prices of vanaspati
would not exceed specific margins approved by Government from time
to time covering processing and packing costs, and other incidentals.

4.2. The Chief Director of Purchase has been purchasing large
quantities of hydrogenated groundnut oil for Defence Serfvices on the
basis of tenders invited from trade. 1t was noticed that the rates paid
bv the Chief Director of Purchase in respect of contracts placed with
various manufacturers during  January, 1965 to December, 1965 were
within the range of “fair prices” worked out on the basis of the approved
margins referred to above. In respect of 16 contracts placed during
January, 1966 to June, 1966, however, the rates paid exceeded the “fair
prices”, resulting in an extra expenditure of Rs. 2906 lakhs as detailed
below:

No. of Totat Rates Value Fair Extra

accept- quantity paid  of pur- prices expen-

Month of con'ract ancesof purchased (InRs. chases (m diture
tender (In tonmes) per  (In lakbs Rs. (In
tonne) of Rs.) per lakhs

tonne) Of Rs)

January, 1956 . 145 5,775 3600 214°03 3,233 17°40

to to
4,180 4,056
Juns, 1956 . 5 2,600 3,925 120-81 3,906 r1-66
0
3,990

29
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4.3. Before accepting the higher rates, no effort was made to negotiate
with the Vanaspati Manufacturers’ Association of India with a view to
secure reduction in the prices. The agreement for voluntary control on
the prices of Vanaspati reached by the Directorate of Sugar and Vanaspati
with the Association does not, therefore, scem to have served the intended

purpose and appcars to have belied Government's expectations from the
Association.

[Paragraph No. 87, Audit Report (Civil), 1968]

4.4. The Committee were informed that under the system of control
over vanaspat prices introduced with cffect from May 1963, prices were
fixed zonally. There were two components of the prices so fixed. One
was the average purchase price of raw oil received by factories in a zone
and the other a processing margin, fixed by the Cost Accounts Unit of
the Ministry of Finance separately {for each zone. to cover processing and
packing cost, excise duty, profit etc. ‘The prices so  determined  were
notified trom time to tume.  In June, 1961, the scheme underwent a
change.  The processing marging were fixed on an all-India basis and
the industry was allowed by virtue of an arrangement entered into with
them, to regulate the prices on its own, with reference to the prescribed
margins and raw oil prices. This was agreed to, as it was thought that,
in view of the competitive nature of the industry, there was “little risk
of profitcering.”  However, with rising groundnut oil prices, it was found
that producers “did not adhere to the price formula”.  With eflect from
September, 1966, therefore, Government decided that  they  themselves
would determine the prices on a-zonal basis as before and publicise them.
This scheme was given up with effect from September, 1968, when prices
of Vanaspati were made subject to statutory control.

4.5. The Committee enquired why in respect of the sixteen contracts
referred to in the Audit paragraph, the Army Purchase Organisation paid
a sum of Rs. 29.06 laukhs in cxcess of the fair prices. The Secretary,
Department of Food stated that the ‘fair prices” “could only be regarded
as a very rough guideline” in this case. The ‘fair prices’ taken by the
Army Purchase Organisation, when thev placed the contracts in January
and July 1966, were those current at that time. They were worked out
with reference to the weighted average raw oil prices of the previous
fortnight and the approved processing margins fixed by Government.
These prices would therefore have had rclevance to a contract which
provided for immediate or spot delivery. However, the delivery dates
stipulated in the contracts placed by the Armv Purchase Organisation
extended over a period of three months. During this period ‘fair prices’
were liable to change, The period in which these contracts were placed
was also a “year in which there was a shortfall in groundnut production.”
The market was therefore “rising”. “Prices would have reached any
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level which they did subsequently.” At that particular time therefore
“when torward contracts were entered into, naturally the industry could
not give an assurance, that the prices would be held for ever.”” The
yardstick for determining whether Government paid more than what was
due in respect of these contracts would be the 'fair prices’ relevant to the
period over which delivery was made, not those relating 1o the period at
which the contracts were placed. If, the former prices were taken and
compared with the prices actually paid, “one would find that the margin
drops down to a very small figure.”

4.6. Taking note of the foregoing position, the Committee asked for
detailed information about the delivery dates stipulated in the contracts
and weighted oil prices and processing margins during the period of the
contract. The information furnished by the Department in this regard
is given in Appendix V. It would be seen that data about weighted oil
prices during the period of the contracts is not available in a2 number of
cases “due to 1eturns not being readily traceable””  Based on the infor-
mation furnished, a statement comparing the fair prices relevant to the
period of delivery with the prices actually paid has been  complied at
Appendix VI. The Committee observe therefrom, that in  respect  of
3.650 tonnes of Vanaspati (out of a total of 8375 tonnes purchased) for
which information about fair prices is available, the net overpayment
works out to Rs. 1,98,900.

4.7. During evidence, the Secretarv, Departinent of Food, also inform-
ed the Committee that the application of the tair prices presented two
other dithculties. They “made no allowance for such items as octroi or
sales tax; nor was any account taken of the cost of sesame oil incorporat-
ed in the process of manufacture of vimaspati.”  The Committee enguir-
ed whether belore fixing the fair prices. allowance was not gencrally made
for the scsame oil used. In a note the Department have stated that the
“price of vanaspati was linked to the overall weighted average purchase
price of raw oils used in its manufacture, including sesame oil. When
sesame oil was purchased by the factories concerned in any month, it
would automatically be reflected in the corresponding price of vanaspati.”
On the question of Sales tax, Octroi etc., the Department have stated, in
reply to a further question, that “the prices stipulated in the contract
were exclusive of sales tax on oil hydrogenated. The sales tax was
claimed by the contractors on the basis of amounts actually paid by them

as sales tax on oil hydrogenated. No other tax was payable in addition
to the contracted price.”

4.8. Listing the other difficulties in the application of ' the price
formula, the witness stated that the understanding with the industry in
regard to prices “was with regard to supplies to general public and not
to the Defence Services.” The Committee enquired whether any decision
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was taken either at the time of formulation of the price control scheme
or subsequently to exclude purchases for Defence Forces from the purview
of the scheme. In a note on this point, the Department have stated that
“the price of Vanaspati arrived at in accordance with the understanding
reached with the industry in June 1964 was for vanaspati as such ie.
standard quality product conforming to the specifications and packing
requirements prescribed under the Vanaspati and Qil Products Control
Order, 117 and marketed in accordance with normal commercial practice.
To the extent that supplies for Defence differed from such product in
regard to specifications, packing and marketing conditions, the prices so
arrived at would not be applicable to such supplies.” The Committee,
however, note from the Audit para that supplies have been made to the
Army Purchase organisation during the period January-December, 1965,
ay prices which were within the range of ‘fair prices’ fixed for standard
quality vapaspati.

4.9, The Committee enquircd whether any negotiations took place
with the suppliers in this case. The Secretary, Department of Food,
stated that even though the Department could have procceded on the
basis of lowest tender enquiry and issued acceptance of tender, the Pur-
chase Officer took two courses of action to get the lower prices. “In the
first place, since he expected a much lower price from Gujarat factories,
he wrote to the Gujarat Government to induce the factories to give
tenders . . . . The second action he took was 1o call the parties for
negotiatiopns. To the extent it was possiblie. with all the influence and
pressure that the organisation could bring on the traders, some reduction
was affected.” In a note, the Department have stated that as a result the
reduction in rates negotiated “‘there was a saving of Rs. 9,68,000." The
Committee, however, note that, in spite of the savings effected, the rates
accepted exceeded the fair prices then known to the Department.

4.10. The Committee observe that the prices paid by the Army Pur-
chase, Organisation for vanaspati procured under some of the contracts
placed in January and July, 1966, exceeded the ‘fair prices’ that the in-
dustry was to. chaxge by virtue of an arrangement that came.into force
from June, 1964. While the. total amount overpaid cannot be determin-
ed, in. the absence of complete. information. about the ‘fair. prices® charge-
abje. for the various lots of supply, the Committee note that, in respect
of 3,660 topnes (out of a total. of 8,375 tonnes procured), for which in-
formation about ‘fair prices’ is available, the net overpayment works out
to Rs. 1.94 lakhs. The Committee appreciate the fact that these ‘fair
prices’, being based on raw oil prices in the fortnight preceding de-
lievery, conld not have been determined while placing contracts for
forward deNvery over a period of ore to threc months. This difficulty
however, could have been avoided by a stipulation in the contracus that
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-suppliers would be paid at fair prices to be fixed for the periods during
which supplies were due. The Committee are not able to appreciate
why this was not done.

4.11. The Committee notq that with effect from Scptember, 1968, the
prices of vanaspati have been made subject to stotutory control. They
“hope that Government will ensure that supplies for the Defence Forces
.are in future made strictly at rates not cxceeding the controlled prices.
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NON-RECOVERY|DELAY IN THE RECOVERY OF EXTRA COST

IN REPURCHASE
Audit Paragraph

With a view to cover a demand of 700 tonnes of ‘Chana Whole' ftom:
Defence Services, the Chief Director of Purchase had to place contracts.
on various firms, on 4 occasions, in view of successive defaults by different

firms to deliver the goods:

Name of the firm  Date of contract Value of Remarks
the
contract
(In lahks
of Rs.)
I 2 3 4
‘A’(Registered: 21st February, 1966 4-28 Firm failed to make
supplies. A risk pur~
chase contract was
placed on firm'B’ on
22nd July, 1966. The
security deposit of
Rs. 21,418 of irm‘A’
was forfeited.
‘B’ (New firm) 22nd July, 1966 4-s1 Firm falied to make

supplies. A risk pur-
chase contract was
placed on firm ‘C’ on
2nd December, 1966,
A Jdemand for the re-
covery of extra cost
(Rs. 2-4s lakhs)-
placed on firm ‘B’
was returned un-
delivered by postal
authorities.

‘C’ (Registered) and December, 1966 6-96 Firm failed to make

supplies. The con-
tract was cancelled
and the quantity was
covered on th
Food  Corporation
of India on 10th Oc--
tober, 1967.
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Name of the filrm Date of contract Value of Remarks
the

contract

{In lakhs

of Rs)

1 2 3 4
Fooad Corporation  1oth October, 1967 6-70 A dJemand for pay-
of India

ment of ‘*general da-
mages”  amounting
to Rs. 1 61 lakhs
was placed on
firm ‘C’ on 24th
August, 1967
but the recovery is
awaited (November,
1967). The firm dis-
puted the claim and
have sought arbi-
tration.

3.2. The following points were noticed in the contract with firm ‘B’

(i) The acceptance of the tender was communicated telegraphically

on 22nd July, 1966, which was reccived by the firm. However,
the formal acceptance of tender issued to the firm on 4th
August, 1966 was returned undelivered by the postal authori-
ties, although a telegram issued by the Chief Director subse-
quently on 10th August, 1966 calling upon the firm to deposit
the security was actually delivered at the same address.

(i) On 25th August, 1966, the firm wrote to the Chiel Director

alleging non-receipt of the “detailed order” stating that it the
same were not received within 10 days, it would be assumed
that the Government had withdrawn the telcgraphic accept
ance, making Government liable for damages. With this
letter, the firm also notified their new address. However, the
demand notice for the recovery of extra cost, issued to the firm
on 28th December, 1966 at the revised address was returned
undelivered by the postal authorities with the remarks “ad
dressce not known and incomplete address”. Efforts made
to locate the firm through the Registrar of Companies and
Civil Authorities proved to be of no avail.

’

(iii) Based on the firm’s offer, the contract provided for supplies.

from certain stations in Rajasthan although at the time of
placing the contract, the Purchase Organisation was aware
that export of gram form Rajasthan was banned.
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It has been stated by Government (November December, 1967):

(i) that no case for recovery ol extra cost on accouny of repur-
chase lies on fum ‘B as, according to the Manistry of Law,
the final reputchase at their risk and expense did not mate-
rialise.

(ii) that there appean to be “some sort of a collusion” between
firms ‘A", 'B’ and 'C-.

5.3. The case is reported 10 have been referred to the Central Bureau
of Investigation on the 22nd Decembr, 1967

[Patagraph No. 88, Audit Report (i, 1968.]

54 'The tollowing account of the development in the case was given
to the Committee by the Deparunent.

In February, 1966, the Army Purchase Organisation concluded a
contract with firm A’ {or supply of gram. The firm failed to make the
supply and the contract was therefore cancelled at their risk and cost
and another open tender enguiny nitiated  These tenders where open
ed in July, 1966 and tirm "B which was not registered with the organisa-
tion, was found to be the lowest tenderer.  Their tender was accepted
telegraphically and firm was asked to deposit Rs. 45,150 as securitv. The
firm. however, failed to deposit the security and the formal acceptance

order which wis sent to them on 22nd July, 1966 was returned undeli

vered, as also all subsequent communications from the Department

Tenders were again invited at the risk of “B" and as a result orders
were placed on firm "C. This firm also failed to make the secunin
deposit and the contract had therefore again to be cancelled at their
risk and cost. Two open tender enquiries issued subsequently had 1o
be scrapped, “one for lack of competition and the other due to some tech-
nical flaw in the tender enquiry”  In response to a third tender enquiry,
6 partics responded, including firm ‘C’. but the five others withdrew
Firm ‘(0 “also changed the station of despatch from Malour (Punjab,.
which is a free aren, 1o another station in Rajasthan from where export

of channa whole is banned. Thic manipulation made the tender un

acceptable. In this process. the perind of risk purchase of <ix months
expired and the defanlting pagties became legallv free from anv financial
liability.”

The Department have stated that “the sequence of events in this
case suggests existence of some sort of conspiracy between M's ‘A’ and
Mis ‘B’ in introducing a fictitious firm. .. (Mls. ‘€. .. .10 escape financial
liability on the first irm.” The case was therefore referred to Central
Bureau of Investigation for further examination. The Department also
decided at suspend further business with the two firm *\’ and °C’". pending

full investigation into the matter.
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55. The Committee cnquired how the Army Purchase Organisation
came to place an order on firm ‘B’ which turned out to be hctitious.
The position in this respect has been explained by the Deparument as
follows:

*Till June, 1965, the purchase of Dals and Aniumal Grains were
restricted 1o registered suppliers  only. This  policy was
changed in June, 1965 and since then purchases are bheing
made by means of open tender enquiries. The Tender No-
tices are published in Newspapers and both registered as well
as unregistered firms are free to quote against these tender
enquiries. This change of policy was made as a result of
the observation made by our Associated Fimance that they
found that most of the tenders were either from Dethi or
Kanpur and it appeared that the dealers had formed a com-
bine and therefore asking for open tenders would help the
Department in getting lower rates.

The tender of irm "B . | was received in response to an open
Tender Enquiev.  As this wender happened to be the lowest
tender and was also accompained by the required wmount of
carnest money. it was accepted. At the time the order was
placed the bona fdes of the  firm were not suspected and it
could not be forescen that the firm would turn out to be a
bogus one. It was onby subsequently when our letters were
received back undelivered, that it was suspected that this svs
a hctitious firm.”

5.6. The Committee asked what the findings of the CBI were. They
have been informed that the case iv still under investigation.”

5.7. On the question of recovery of general damages friom firm ¢
referred to in the Audit Paragraph, the Department have stated that “the
claim made against the firm was Rs. 1,61.080 and that on this account,
the security amount to Rs. 34,775 was  forfeited in  absentia.  This
amount was later recovered from their bills. While the recovery of
the balance amounting to R« 1.26,305 was being made, the firm nbtained
an interim injunction from the court restraining the Government from
making recoveries from their bills till further orders. The court ordered
finallv that their securities amounting to Rs. 91,813, according to the
list given by the firm, shall remain attached till the award was given by
arbitrators. As an amount of Rs. 4,353 shown by the firm (in the list
of securities with the Department) was actually apportioned against their
standing security of Rs. 10,000 (as a registered firm with the Depart-
ment), the actual amount withheld works out to Rs. 87490. The case

is still under arbitration.”
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58. The Deparunent were asked what remedial measures have been
taken in the light of their experience in this case. They have stated: “To
avoid recurrence of such cases the tenders particularly those received
from unregistcred new firms are now thoroughly scrutinised and con-
tracts with such hrms are placed only afier satsfactory Bank report and
documents like Partnership Deed and Income Tax Clearance Certificates
have been received. We have alo under consideration a propowal o
deal with registeied suppliers only.”

5.9. The Committee note that Government had w purchase the
stores in this casc at an oxtra cost of Rs. 2,42 lakhs, owing to successive
defaults on the part of three firms on whom the orders were placed one
after an other. Government now suspect one of the three firms to be
fictitious and a posible collusion between the other two firms, which
they have referred 1o the Central Bureau of Investigation for examina-
tion, The Commitice would  like to be apprised in due  course of the
results of the enquiry, as also of the arhitration that is stated to be in
progress in regard to the question of recovery of general damages of
Rs. 1.61 lakhs from once of the hirms involved. The Committee regret to
note that while placing an order on un-registered firm ‘B’ there has bheen
a failure to ensure compliance with the requirements of rule 12 of the
General Financial Rules according to which, “in selecting the tenders
to be accepted, the finandial status of individuals and  frms  tender-
ing must be taken into consideration in addition to all  the  relevant
factons”. The Committee trust that responsibility for this failure will be
fixed and that, in the light of the cxperience gained in this case, Gov-
ernment will evolve adequate procedures to ensure that contracts arq
placed only with firms whose bona fides and reliability can be cstablish-
ed beforchand. '



Vi
EXTRA EXPENDITURE IN THF PURCHASE OF WHOLE URD
Audit Paragraph

Against an advertisad  tender enquiry issued by the  Chief Director
of Purchase on [8th November. 1966, the ofler of frm ‘A’ at
Rs. 101 per quintal was the lowest.  As this firm  had quoted
this rate for. plices of despatch  in Assam as  against Lo.r. Military
Grain Depot siding.  Lucknow, as  required in the tender  enquiry,
they were requested telegraphically on 16th December, 1966 to confirm
that the rate was inclusive of railway treight at Military Tariff rate unto
Military Grain Depot, Lucknow.  Though no reply was received from
the firm, a telegraphic acceptance of tender was placed on them for 200
tonnes on 19th December, 1900 (the date up o which the tenders were
valid for acceptancey at Rs. 101 per quintal foor. Military Grain Depot
siding Lucknow.

6.2. 'The firm disputed the validity of the contract on the ground that
the terms or their ofter had been varied in the telegraphic acceptance
of tender. Consequently, on the basis of legal advice, the contract was
cancelled on Fith March, 1967 without labality on either <ide  The
cancelled quantity was later repurchased ar o higher rate of Rs. 147.19
per guintal fors Militury Grain Depot siding, Lucknow,  This involved
an extra expenditure of R 72,000 (allowing Rs. 10 per quintal towards
the freight at Militaey Tarifl rate from places of despateh i Assam to
the Military Grain Depot siding Lucknow).

6.3. It has been stated by the Ministry (August, 1967) that the firm
‘A" had offered supplics for inspection from various stations of despatch,
in lots which were smaller than 300 tonnes for which normally the ins-
pection is arranged at the place of despatch. It is, however, not (len
whvy the firms tender was not rejected straightawav if relaxation of the
procedure was not feasible in this case even in spite of the saving invol-
ved, and why offers of the other tenderers available at that time at vates
ranging from Rs. 12250 1o Rs. 123 per quintal for. Military Grain
Depot siding were not availed of. 16 this had been done, an extra ex-
penditure of Rs. 49,000 could have been avoided.

[Paragraph No. 89, Audit Report (Civil) 1968.)

6.4. In a note on the case submitted to the Committee, the Depart-
ment have explained that “There are two modes of purchases of dals
and grains by the Army Purchase Organisation:

(a) Destination pass terms; and
(b) Despatch pass terms.
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0.5. Under destination pass tenms, the tenderer is required to indi-
cate the stations of despatch and the quantity proposed to be despatchel
from cach station and quote the price inclusive of railway freight on
Military Tarift rates upto Military Grain Depot Sidings, Lucknow, The
stores are despatched by the conuactor from the stipulated stations on
Military Credit Notes issued to them by APO. The stores  are inspected
on their arnival at destination, namely, Military Grain Depot, Lucknow.
It the stores are found to be acceptable  on inspection, the same are
woighed and taken on Government stock.  In case of rejection, the con-
tractors are requiresd to 1emove the rejected stores from the Depor alter
paviment of all dues and railwav freight on Public Tariff Rates from
the station of despatch upte MGD Sidings Lucknow,

b, Unda the despateh pass terms. the tenderer s tequited 1o
quote the prize for station of despates aul the quantities proposed
to be oltered tor inspection at these stations The contracton is required
to tender the stares for mspection an his godowns before the <upulated
date of delivery.  The stores are imbeced by Defence represeptatnves
and it found acceptable, we  despatched by Defence  Inspectors to
plases where the stores are required,. Under this svstemn, the tenderer 15
required to offer 4 minimum quantty of 300 tonnes from one station
and 100 tonnes fron one godown.  These stipulations are included in
the terms and conditions of our Tender Fnquiry.”

6.7. In this particular case, the tender enquirv as well as the pro-
forma attached to the tender engiry was on destination pass basis, i.e.
for supplies to be delivered ar Military Grains Depot, Lucknow. The
quantity stipulated  for supply was 500 metric onnes.  The lowest
tenderer had,  however. quoted  tor. 6 different stations of  despatch
in Assam. ie. not on Cdestination pass” term's,

6.8. In replv 1 a question, how, when the rates quoted by the firm
were for supply for. stations of despatch, the Department construed
the rate to be valid for supply at destination and pliced an erder of ac-
ceptance on this basis, the Department have stated: “Since the offer of
the firm was in response to a tender enquiry issued on ‘destination pass’

terms, it could only be considered as destination pass terms.” The De-
partment have further stated that the offer of the firm was not clear, in
s swxch as in the wender proforma, “though thev had mentioned rates
as f.or. stations of despatch they had not scored out the words ‘FOR
MGD SIDINGS LUCKNOW from the heading of the price columm.
So their offer could not be taken clearly as f.or. Station of despatch,
i.e.. under despatch pass system. A clarification had therefore to be sought
and since the same was not received till the last date upto which the
offers were open for acceptance ie. 1912-66, the firm's offer which was.
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given in response to the “destination pass’ Tender Enquiry, was accepted
FOR MGD Lucknow in terms ot the Tender Enquiry.”

6.9. Askad why, il the lowest tenderer's ofter was not in conformity
with the terms of the tender enquiry, it was not rejected straightaway
and other acceptable ofters availed of, the Department have stated:

Ay regands rejection of offer straightaway, the firm's offer was
not fiee from doubt.  As this firm was a new one and had quoted
agumt our Tender bnquiry for the st time, it was felt that they
nught have filled in the Tender For incorrectly due to their not hav-
ing studied the terms and conditions of the Tender Enquiry thorough-
Iy ancd hence, a clarthaation was sought from them instend of rejecting
the otter. Secomdhy, the offer of the firm was not only the lowest but
alwo very attiactive wy compared to the next higher offers.  In case
this offer was ignoned, the supplies required (200 tonnes) would have
been purchased at the rate of Rs. 122:50 to Rs. 123-00 per quintal
i.e. by paying Rs. 21'50 to Rs. 22{- per quintal extra. In view of the
considerable economy involved, all efforts were made to avail of this
offer in the interest of Government rather than rejecting it straight-
away.”

6.10. In reply to a further question, what the next acceptable offer
was and how much more economical it was, in terms of the total purchase
involved. in comparison to the rates at which the material was purchased
ultimately after a fresh tender. the Department have indicated the follow-
ing position:

“1f this firm's offer had been ignored the next acceptable offers to
cover the quantity of 200 tonnes available at that time (19-12-68) are
given below:

Quzmﬁt} ('—f‘?)nncs) | Rate "Cosﬂtm

Ras. P. Rs. P.

49 . . . . . . 122'$0 60,025 ‘00
150 . . . . . . 122°55 183,825 00
T . . . . . . 12300 1,230°00
ToraL . . . 245,080 00

This quantity of 200 tonnes which the party failed to supply in
December, 1966 was ultimately purchased from tenders opened on
27-3-1967 at the rate of Rs. 147.19 per quintal ie. at a total cost of
Rs. 2,94,380. The difference between the total cost at which it was
available on 19th Decebmer, 1966 and the cost at which it was
ultimately purchased in March, 1967, works out to Rs. 49,300. The-
rates received in tenders opened on 27-3-67, although higher than the
rates available in December, 1966, were found reasonable as comparet
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10 the then prevailing market rates. Thus the higher rates had to be
paid duc to the market fluctuations which could not be anticipated.”

6.11. The Comnittee wanted to know what the legal advice given

in this cae was. The Department have turnished extracts of legal
-opinion as under:

“The party oftered to supply 200 tonnes whole Urd for delivery
by 311967, deliverv to be made for. Bijni, Basugaon, Barpetta.
Road. Vangaigaon, Fakirgram and Sepatgram.  The offer is dated
HAA21966. The offer was accepted by telegram dated 19-12.1966.
The acceptance wis not an terins of the ofter. It was onlv a counter-
oficr and this the party has not aceepted. As such no vatid eontract
has been condluded The parniv's contention s correct.”

6.12. The Committee fail to understand how the Department cons
‘trued the rate quoted by the lowest tenderer for supply at points of des-
patch as valid for supply  at destination point and  placed an order on
this basis.  In the result, the Department could not avail of the next ac-
ceptable offer, which would have saved them Rs 49300, in comparison
to the rate at which the stores were ultimatcly procured after a fresh
tender. The Department’s argument that the offer of the lowest tenderer
could not be accepted on his terms, but only on the Department’s terms,
as stipulated in the tender notice, lacks substance, since the Department
ought to have known that an acceptance, which was not in terms of the
offer could not constitute a contract out could at hest be only a counter
offer. Morcover, the Department themselves had doubts about the offer
and had asked the tenderer to clarifv whether his rates would be valid
for supply at destination. If the darification was not forthcoming, the
Department should have taken the logical step of placing the order on
the next lowest tenderer  whose terms coincided  with those stipulated
in the tender notice. The Committee hope that the Department  will
take steps to guard against a recurrence of costly lapses of this nature.

M. R, MASANL
Chairman,

Public Accounts Committee.

Niw DELHI;
January 25, 1969
Magha 5, 1890(S).




APPENDIX 1
(Vide parsgraph 1-3 of Report)
Statement showing the Financial Results of State Trading in
Foodgrains for the year 1966-67

(Figures taken from the pro forma accounts prepared by the Ministry of Food aad
Agriculture.)

(A Quantity Account (sn Tonnes’

Wheat Rice Other Total
graine
1. Opening Stock :
{1) Book balance {excluding dJamaged
grain and storage losses awaiting
wnite ofl” . . . . 519,847 1,71,439 17,752 7,090,038
1y Damaged gran . . . 21,768 3,967 979 26,714
1-A. Difference 1n stock pending adjust-
ment’regulanisation :
‘13 Storage Losses . . . T.453 15,000 372 22,823
o Transit Losses . . . 19,299 13,354 - 52,653
2. Quantty purchased outstde Indiac
Number of shipments . . . s11 9% 129 738)
a- Quantity Manifested . . 6919792 7,52,947 22,12,033 98,84,772
b} Grain in vovage . . . 43,523 196 22,836 66,558
b Loss in voyage . R . 66,984 10,044 8,080 85,108

&) Quantity landed . . 68,96,331  7,43,099 22,26,780 98,66,219
3. Quantity purchased in India . . 40,196 48,654 35,298  1,24,148
4. Quantity sold . . e e o O872,591 9,16,013 20,667,289 98,55,893
s. Loss in distribution | . . . 21,476 9,248 821 31,549
6. Closing stock :

(1) Book balance {excluding damaged

grain . ] 5,51,779 35,315 1,98,674  7,85,768
{11, Damaged grain . . . 22,630 4,406 13,129 40,165
©6-A. Difference in stock pending adjustment
regularisation :
(i) Storage Losses . . . 13,704 20,546 273 34,523
(ii) Transit Losses . . . 42,714 9,985 1,004 53,703

[Page 180 of Audit Report (civil), 1968}
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Particulars Wheat Rice Other
gains
Opening stock (including
:;ldue ofdnlmged grain
ing off) mm'. 24,78-72 13,67°22 R g9

Cost including freightinci-
dentaland direct charges 3.92,54° 2§

Transit losses awaiting ad-

justment/regularisation 1.47° 37 7612
Deduci cost of short landed
uantity charged to pro

'orma 1nsurance Fund 3.58-13 1,08 33 72

88,15- 73 1,08,37 $¥ 589,97 5%

‘B: Value Accorony
(In lakhs of Rupees)

Other
gaing

T4 16 491,33 77

30°78 23,2687

. 4,18,12°21 1,01,50° 74 1,08,59' R¢

[Page 181 of Audit Report (civil), 1968)

76,03 18 4.89,06: 90

17°39 L3479
8.06-14 48,4288
2132 49

o 88 ,17:97
401 3,02-28
23,15°73  80,63' 0§

Total Particulars Whest Rice
Sale proceads . 3.51,83:'90 T 62,85 70
Dedixt element of sale pro.
ceeds creditable to pro
forma Insurance Fund | 1.64 94 314
38,94 93
Net sale proceeds 240.88-06 62,2456
Miscellaneous Recerpts 1.13:96 3 44
Stock in hand ;
2.23 49 (1) Book balance ex-
cluding  value of da-
maged grain’ 17,64°62 2,72°12
(i) Damaged grain} . 2487 804
5,03 18
Difference in srock pending
adjustment regularization -
(i) Storage I.omses 327 1,43 82
(117 Transit I osses 2,28 37 69° 90
Loss 23,1846 34.28- %6
6,25,22- Torar

. 4l

2021 l,ol,so.-“ l,08,59'85 6,25,32'80

s st e e

1 44



() Statement showing cumlante profiz, Lose seor 1941- 44 fe ennd of 1966.67,

(In rupees)
From 1943-44 Profit (43 To the end of 1966-67
Name of Grain to Loss (—)

1965-66 during 1966-67
Wheat ) 15,15,15,934 ) 21,18,45,809 (+) 11,99,70,128
Wheat Flour { 3,50,53,625 Nil (+) 3,80,53,625
Rice — $3,62,75,934 (—} 34,28,66,276 [—) 1,17,91,62,210
Milo, Corn, etc. 3 6.90,93,329 (" 23,28,54,154 (—) 17,27,60,355
Barley (= 1,66,65,070 Nil (—) 1,66,65,070
Maize +1 1,23,13,26% v 458,642 +) 3,27,71,910
Paddy £ 2621756 (4 3,56,347 (+) 29,78,103
Oats . 1.04,492 Nil (+) 1,04,492
Gran — 6.72,245 Nil (—) 6,72,245
Bajra (+) 22,88,764 465,968 (+) 27,54,732
Totar (= 36,62.22,081 (—; 80,63,0€.312 {—) 1,17.26,27,393
Ded uct indirect epenses not classified grainwise £ <758, 97 68 T, =.77,39.314 {(—} 65,16,36,895
Interest on Capital (= 45.39.26.387 (—: 4.87,66,893 (—) £3,26,93,280
Graxp Torar (> 1.42.61.46,049 {(— 93,28,11,519 (—) 2,3%,89,57,568

NOTE:—A sum of Rs. 18- 29 crorcs being the instalment for the vear 1966-67 for the loss involved on the sale of foodgrains outstanding on the
Food Trading Scheme was adjusted by transfer . revenue. I'he total loes charaed 1o revenue te date amounts to Rs. 123-15 crores
leaving a net loss of Rs. 59° 48 crores excluding interest «.a capital.

[Page 182 of Audit Report {civil), 1968}



APPENDIX U
(tnde parsgraph 1-9 of Report)

Stotement shounng the Beomomsc Cous, issus prics and subsidy| Prodiuct per Quintal during
1964-65, 1965-66 & 1 7.

Economic  lssue- E‘iub&idy

cost per price -—) ot

Year Date quintal per Pm&t (+)

qu’l{md per MR: al.
.. .

Rs.
1 2 3 4 S
Commodity —(oarse Rice / Indigenous;
1964-65 4 . . . Fromi-4-64 $6.36 42K — 1349
10 to
6471 —21-84
From 1-1-6¢ Dxs, 2-:® L 7-64
1y o
6400 —12°7L
1965 -64 . . . . Fromi-4-65 6¢-12 €1:00% = 1°12
{3 [ 1} o
7618 6%-00 — 32738
From 14-11-65 Do, < ou® {4.) 1-88
ta to
6700 {—120°3§
1066-67 . . . . From 1-4-66 74 3% §5°00% [—; 738
o tor to
g--2¢ 6700 ——32°2%
From 1o-6-66 Do Ao o0® —) 4°38
to to
=003 . —29° 28§
From 15-12-66 Do. 63-1¢° —"16- 47
to to
9o 82— 1906
Commodity  Medwm Rice (Indigenous’
1964-6< . . . . From1-4-64 5564 48231 T—10- 41
to to
63-17 1494
From 1-1-6¢ Do. 71°00 (+.7-83
to
+212°36
196%-66 . . . . From1-4-65 66-95 100 {4) 40§
to to
7'M =) o7t
Comtd.

* At different rates for various recipient States Administrations.
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1 2 3 4 <
1966-67 , . « o From1-4-66 73°34 7100 (—) z M
o
7834 \—-) 7 4
From 10-6-66 Do. 73:00 (—) 0'34
to
(=) 5°34
From 12-12-66 Do. B4 00 (+) 566
to
(41066
Comomadity Fine 111 Rice (Indx‘mouﬂ
1964-65 . . From 1-4-64 6719 5358 (=) 361
to, to
7498 (—21-37
From 3-1-65 Do. 80:00 () <-0¢
1o
(+)12-81
1965-66 . . . . From 1-4-6% 7738 Bo:oco (4) 2-65
to to
8359 (=) 359
1966-6" . . . . From1-4-66 8¢<-50 8000 (~) §-%0
to to
88-21 (=) 8-21
Comsnodity Fine I Rice {Indipeneous}
1964-55 . . . . From1-4-64 6609 66-98 (+) o 89
to
7874 (-—)H 76
From 1-1-65 Do. K3:00 {—) 4°26
to
(4)16-91
1965-66 . . . . From 1-4-65 7938 8300 (4) 3 65
toy to
LLER (=) 535
1966-6~ . . . . From1-4-66 9353 83:00 (—)10-53
w0 to
99° 82 (—)16-82
Fine Rice Indigenous); (with eflect from 10-6-66 Fine TI1& 1 varieties have
been merged as Fine rice) .
1966-67 . . . « From 10-6-66 85-50 85:00 (—) o-$0
to to
99-82 (—)14-82
From 12-12-66 85: 50 94:00 (4) B-50
to to
99-82 (—) 5-82
Gommodity Superfine Ilkau (Indwm
1964-65 . . Pxom 1-4-65 69-08 66:98 (=) 2-10
to o
78:74 (—=)11-76
From 3-1-65 Do. 85-00 (4-) 6-26
to
{(+)15°92

Contd,




Covued. from Pre-page—

1 2 3 4 5

1963-66 Prom 1-4-6% 77-88 B5:00 {(4) 712
w0 to

87-93 (=~} 2-93

1966-67 ['rom 1-4-66 o8P 8500 (—) 5°09
to to

115°67 {—;30-67

From 10-6-66 Do. 9000 [—1 009
o

{(—j25-67

From 12-12-66 Do 100°00 {4} 9°91
to

{877

Commoadity Super fine Rica 1 (Inhgenous’

1964-6% Brom 1-4-64 7913 80-38 {4 1°2%
to w©

38-59 {—) 8-21

From 3-1-6% Do. 100°00 {411 41
()

(—Jj20- %7

1965-66 From 1-4-6¢ 8788 100°00 (4) 2°92
to to

9708 (~=)12"12

1966-67 From 1-4-66 97 44 100°00 {4} 2°66

{Infarmation supplied by Deptt. of Food vide their reply to point 872) of Lst of points).

From 12-12-66

Do. 110700 {+)12°66




APPENDIX 11
(Vide paragraph 1. 3 of Report) 1965-66
In dsrlct Exmm on Foai;ram: H,mﬂed during 1964-65. 1965-66 aud 1966-6"

Sl Head of Expenditure 1964-6% 1965-66 1966-67
Ne. Rs. Rs. Rs.
1 Expendmm on staff (DGF & RDs) e e e 3:93:79:315°  3,9901,023  3,97,47,903
2 Bxpenditure in India (charged) . . . . . . . . . . . 7,501t 1,%8,727 1,31,372
3 Other General incidentals | . . . . . . . . . . . 20,00,844 27,289 2,36,892
4 Miscellaneous foodstuffs . . . . . . . . . . . {—)243 6,62,18¢ 869
s iture on maintenance :
(a) Rent of Godowns . . . . . . . ) . . . . 1,36,74,977Y 68,316,148
) Oostot‘ Insecticides . . . . . . . . . ) . . 11,588,855 1,985,616 41,6793
c) R to Govt. Godowm . . . . . . . . . . . (—)27,61,551 Mi,s:a 14,61,947
d) General M . . . . . . . . . . 65,46,901 90,18,5 81,08,957
Departmental charges pud to L.S.M. . . . . . . . . . . 56,33,337 40,94,476 65,55,896
mre abroad : 8.2
2,58,214 1,18,406
) Cost of gudnrgmg Equnpment, etc. . . . . . . . . .. 1,306,879 45:66,089
c) Other general expenses . . . . . . . . . . 11,63,752 16,06,631 53,835,399
d) Chemicals imported . . . . . . . . . . . 8,42,017 .. .
ToTtAL . 6,66,45,705 6,37,43,664

*Inciuies adjustment of recovery of Rs. 40,932 on account of Regional Organisations.

tIncludes adjustment of recovery of Rs.$,34,195 on account of-—«(l) Storage accommodation Rs. 1,93,538
o o Rs. 1,61,816
1,61,81

(iii) Reat from Pertiliser Pod 7&“
, 1
fertilisers

{Differs from the sccounts by Rs. 21,79,28 representing the expenditure incurred on purdm
(Infermatien furaished by Deptt. of Feed wide their reply te point § (iv) of list of points)



APPENDIX IV
(Vide paragraph 2-9 of Report;

—_— Recommendations of Eskilledren’s Team and Action taken on them
Recommendatione Action taken
1. Grain Whnl Capecity st msjor ports during non-monsoon monthse 1. The Report was discussed in 2 high level meeting of the Food® Group
tobe1-2million tonnes andin monsoon manths g lakk tonnes per menth on tstFebruary. 1066, and it was decided that the shipment
‘Details as perattachment 1and 1-Ainthe Report,

beginning with March will be to the extent of 1-2 million tonnes &8
recemmended by the Team for the non-monsoen months. A stafe-
ment i< enclosed at Annexure ‘A’ showing the sctual programme from
March 1o December. 198¢.

2. Additional equipment recommended is in Attachment 2 and *eA of the

2. The rec-mmerndations in this regand were examined by an e?n
Report, 1t is summed up below:— group consisting of enginteers of Transport Ministry, and} C.P.W.D.
(i) 12 sets (Bs) preumatic discharge machines It wa: Jdecided that the following equipment should be purchased :—
fii} 2 1200/1500 HP tugs ‘2’ Ditcharging wachines 49 might be imported under priority
(1ii) 21 bag stitching machines = I and 26 machines under priority 11, Accordingly 49
(iv) 7 fork lift trucks were imported from USA, 20 machines were received ag gift
(v) 1 Warehouse 500' 120° . _ . . . . . from Sseitzerland. The remaining 16 machines were not pur-
(vi) s grab buckets for three ton cranes . . . . . chased.
(vii) 2 railroad car shunters . . . . . . . W Ragging arad stit hing vonchined: 21 bagging and stitching machines
(viii) 15 incline bg conveyors . . . . ; . . were recmmerd ol by the Team. The recommendation
(ix) 20 dump trucks . . . ) . . . . was accepiesd and the machines were purchased.

(Y Inelined Bag Cereeyors' Fork Lift Truckes 1t was recom-
mnded by the experts® group that 1§ Fork Lift Trucks shou Id
ke purihated for loading from wagons st Calcutts. instesd of
1§ bag convesors.  {naddition, ~ Fork Lift Trucks ss recom.
mended by the Team, should be purchased—total being 23,
Acconting! 22 Fork Lift Trukcks swere purchated.

d° Grake: The Team® recommendation of ¢ grab buckets for
Murmugas wac accepted and these were purchased.

" Tugs: These tugs were required for Paradeep and intially it was
decided that thev would be made avatlable from the other
ports by Transpart Minidtry.  However, as the operstion of
vessel to vessel Jischarge Jdid not take place due to various
res,mn.m tugs were not ultimatelv required nor they were avail-
able.



) Wagen Shunters @ ‘The experts” group recommended these to be
purchased under priority 11 after obtaining the specifications
from Ralwaye. Ultimately Government did not purchase them.

k. Dumping trucks: Not purchased as they were not  available

indigenously,

3. Following sdditional berths were recommendedd : 1. Poad Group meeting on 1-2-1966 discussed this and it was decided
Bombay: 2additional grain berthe. viz.. 4 for wheat and 1 for mile. that the questicn would be taken up by Trtn_tlg:ﬂ and Food
Kandla:  Already 2 grain berths are being provided and no additiog Department with the respective Port Trusts, is was done.

Food Department were in constant touch with Transport Mi-

has been proposed-
Murmagso: One grain berth has been proposed nistry and Port Trust and additional berths were provided as
Calcutts: One addtiional grain berth has been proposed. and when it was possible. for the Port concerned 10 do so.
Vizag: No additional berth provided discharge is limited to 6coc,

tonnes. Ifthisisincreased to o000 tonnes, one aditicral

berth would be necessary.

Madras:  One additional grain berth over and above 1 being n'ade
availsble at present.

. Adequate number of wagons. | N . . . . . . 4. Inthe Food Group meeting on 1-2-1966 the representative of Railway
Beard confirmed that wagons to the extent mentioned by the U.S,
Team would be available at varicus ports except at Kandla, where the
daily gota might exceed 275 wagons.

da

5. Use of Paradeep Port for super tankers . . . . . 5. This question was examined in great detail severs! times.” In the
- absence of 2 tugs which could not be made availsble before June,
1967, it was not possible to bringin large sized super tsnkers st Para-
deep Port.
6. Midstream discharge at Bombay | . . . . . . 6. Implemerted.

7. Incrested road clearance at Kandla . . . 7. Implemented. Road movement was stepped up considerably.

8. Off loading at Calcutta in barges/boats . . . . . . 8. This was done whenever necessary.

9. Use Sogar Island for vessel to vessel discharge at Calcutta . . . 9. Was taken up when rnecessary. Conutd.

-——
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Comtd. from Pre page

Recommendation Action Taken
10. Use of Coasters for Paradeep Port | . . . . . - 12, The queition of purchasing Liberty !wc vessels was  examined

in detas} 1n consultation with ISM, US Government is mll 10 pase the
Bill allowing sale of these  vessels to other countries.  In the meantimy
the situation has chsnged and 1n this context the proposal has beer
dropped.

11, 'I};ramport of foodgrains by coastal vessel from Kandlatoother Guiarat 11, Wastaken upwhennevessary.
orts,

e - - . e e e s, L . - P E e O S mmcri— ——

(Information furnished by the Deptt. of Food]
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ANNEXURE 1
(Vide item 1 of Appendix IV )
INDIAN FOODGRAINS SURVEY TEAM
Esrimate of Indian port grain transshipwent and clearance capabikity

{monthlv in tons—non-monsoon period®

Major Poris
March April 0n
Bombay 420,000 430,000
Kandls 150,000 150,000
Mormugao 25,000 35,000
Calcutta 350,000 350,000
Parsdeep . { 70,000} 1/ (80,000) 1/
(60,000) 2/
Vizag . . . . . . . . . 90,000 90,000
Madras . . . . . . . . . 200,000 20,000
Minor Ports
(See attached list? | . . . . . 270,000 270,000
GRAND TOTAL . . . . . 1,505,000 1,565,000
SAY

1,500,000/3 1,550,000

1,235,000 1,395,000
Nores—1.-Included in total for Calcutta.

2'- Bagging operation could commence if various facilities are provided.

3= For monsoun months reduce capacity of major ports to $50,000 tons per
month and minor parts to €0,000 tons per month, viz.,

Major Porrs

1,235,000X9 s 11,115,000
850,000X 3 2,550,000
Annual Capability 13,665,000
Minor Ports™
z7o,ooox2 - 2,430,000
80,000*X 3 - 240,000
2,670,000

Total . . . . 16,325,000

SAY 16,300,000

.-Bhﬂvnag‘r — 30,{@ T e
Nnvhkhi — 20,000

in — 30,000
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Miner Ports
Tons Monthly
(for 9 months)
Guforst Ports o

N i . . . . . . . $0,000

Okhs . . . . . . . . 10,000

Veraval . . . . . . . 10,000

mdﬂh . . . . . . . 10,000

|- . . . . . . . 10,000

140,000

Mysore Porus

Verwer (Ma <) . . . . . 60,000
Cochin (and Kerala Ports, . 63,000
Madras Ports
‘Tuticorin 10,000
Total . . . . 270,000

{Attachment I t Eskildsen's T'earn Report furnishe.! by Deput, of Food;.



ANNEXURE IT
(Vide item 1t of Appendix IV)

Recommended lecels of Frimaze of Port discharge and claarance of foodgrains through Indian
Ports in Aprl and AMav 1966

April and Mav 1966 Non-monsoon months)

Tony Per Month

Major Porsy

Bombay . . . . . . 170,000
Kandla . . . . . . . 130,000
Mormugso . . . . . . 20,000
Calcurta . . . . . . 2 40,000
Vizag . . . . . . 60,000
Madras . . . . . . . 170,000

990,000

Minor Porte

Cruarat ports . . . . . . 120,000
Mysore ports . . . . . . 40,000
Kerala ports . . . . . . 40,000
Madras "State) ports . . . . . 10,000
210,000

GRAND TOTAL . . . 1,200,000

TAttachment Ia to Eskildsen’s T'eam Report furnshed by Deprtt. of Food,)



ANNEXURE 111
(Vide item 2 of Appendix IV)
Additional Carge handling rquipment required at the rate of 1,500,000
tons per month.
Bombay
I set (12) pncumanc discharge machines.
KNandla

b oser (12)  pneumatic discharge machines (Additional covered space
between sheds).

Mormugao
3 tork Nt trucks.
Bag stitching machines.

5
5 grab buckets for three ton canes,

2 railroad car shunters.

Caleutta
1 oset (1) pneumatic discharge muachines.
15 inclined bag conveyors,
8§ Bag stitching muchines,
20 dump trucks.

Alterations to increise existing elevator capadity to 225 1ons per hour,

(This equipment has been ordered by the Government of India).
Paradeep

2 tugs— 120071500 horsepower- bollard pull of 18,20 tons.

I set (15) pneumatic discharge machines (for ships dischauige

I set (12) pneumatic discharge machines (for barge discharge).

8 automatic stitching machines.

4 fork--lift trucks.

I warechouse 5007 x 1207,
Visakhapatnam (3izag)

1 set (12) pneumatic discharge machines.

Madras
1 set (12) pneumatic discharge machines.
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Mmor Ports

No major equipment and facility requirements.

Recapitualation

2 sets (83 pncumatic discharge machines

2 1200{1500 HP tugs

21 bags stitching machines

7 fork lift trucks

1 warehouse 500 'x 120

5 grab buckets for three ton cranes
2 railroad car shunters

15 incline bag convevors

20 dump truc ke

(Attachment 3 to Eskildsen’s Team Report furnished by  Deptr

Food)
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ANNEXURE IV
(Vide item 2 of Appendix IV)
Additional Cargo handling equipment required at the rate of 1,200,000
tons per month
Major ports
Bmnbay

2 Additional Grain Berths (total 4 grain
and 1 milo berth, in addition to berth 8).

I Set (12) Pocumatic Discharge Machines.

Notr: It would be necessary to increase road transport movements
sharply or preferably, o put into effect the excellent plan to
load minimum of 120 rail cars per dav at Berths 7 and 9 (3000
tons per day--approximatcly 90,000 tons per month on basis
of 3 placements per day. Two placements would reduce this
total to 60000 tons per month) .
Kandla

5 Chute (grain hopper) rail cars 10 be provided by Port Trust by
wsual alteration of rail cars.

I Set (12) poeumatic Discharge Machines,

Mormugao

1 Grain Berth.

5 Bag Stitching Machines,

3 Fork 1ift Trucks.

5 Grab Buckets, suituble for 8 ton cranes.

Note: It would appear desirable for the Food Department to obtain
the use of the 5,000 ton cargo capacity Delence Ministry
Warchouse Iocated at Basco raid road vard.

Cualcutta

1 Additional Grain Berth.

1 Set (10) pncumatic Discharge Machines.

8 Bag stitching Machines.

7 Inclined Bag Conveyors (small. portable).

{'iag
No requirements.
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Madras
1 Addiuonal Grain Berth
I Set (12) pneumatic Discharge Muachines
Minor Ports
No major equipment and tacilitn requirements
Recapitulation
4 additional Grain Berths
4 Sets (46) Pneumatic Discharge Muachines
13 Bag Stitching Machines
3 Fork lift trucks
5 Grab buckets (for 3 ton cranes)
7 Inclined Bag convevors (small. portable)
5 Chute (grain hopper) Rail cars (supplied by Port Trust)
Nott: This estimate does not provide for the replacement of existing

preumatic discharge machines.

(Attachment 3 A to Eskildsen’s Team Report furnished by Depte of
Food).
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APPENDIX V

(vide parsgraph 4-6 of Report)

Statement showing 1he delivery dates stipulated wn the contract, weighted oil price and processing
Margins during the period of contracr

Name of the Factory  Delivery

Weighted Processing Vanaspati

period
2 3

M/s. Bhavnagar Vegetable Products, 18-1-66
havnagar 21-1-66
| 20-2-66

3 31-3-66

M/s. New Saurashtra Vegetshie Pro- 31-1-66
ducts, MORVI. .. 30-2-66

- 28-2-66

31-3-66

M/s. Shre Jagdish Qil Industries, Por- 20-2-66
handar 31-3-66
M/s. Madhusudan Vegetable Products | 15-1-66
Rakhial ; 31-1-66

i 20-2-66

! 31-3-66

M/s. Ashwin Industrics, Samlaya 5 15-1-66
T 31-1-66
} 20-3-66

T 31-3-66

M/s. Berar Oil Industries, (Oudh Sugar 2-3-66
Mills), Akola.

M/s. Mansingka Industries, Pachora  § 20-2-66

M/s. Tata Oil Mills, Bombay 4 28-2-66

M/s. Western Indis Vegetable Produ-  31-3-66"
cts, Amalner.

average  Margin price on
purchase approve
prve of basis
oils of the
preceding
fortnight

Reoane Rsjonne R.Jtonne

4 5 6
NP, -— -
N.P. — —
NP — —
N.A. — -—

2661 7%3 3414

2886 753 3639
N.R.* -— —

286X 747443 3658

2752 753 3508

2702 753 3485

2779 732+42 3543
N.P. -—

3353 722+49 4022
N.P, — —
N.P. -— —_

3263 753 4016
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X 2 3 4 s 6

30 M/s. Tungabhadra Industries, Karncol  25-1-66 82 7%3 3903

10-2-66 3238 723+ 48 3995

11 M/s. Bhavanagar Vegetable Products,  31-7-66 3133 147447 3937

havnagar 10-8-66 N.A. — -

! 31-8-66 3288 47449 4084

12 M/s. New Saurashirs Vegetable Pro-  31-7-66 N.A —

ducts, Morvi

13 MIs.*Shre Jagdish Oil Industries, J1-7-66 2970 47445 3762

Porbundar. 16-8-66 2936 747+ 44 3737

31-8-66 2036 4744 3727

14 M’s. Madhusudan Vegetahle Products, 11-7-66 3102 47447 %96

Rakhial. 10-K-66 NLA — —
311-8-66

15 M's. Ashwani Industries, Samliva. 11-71-66 1179 47+ 4R 3974

10-8-66 N.A. — —

31-3-66 azo! 747449 4087

N.P. :
NA.

il or negligible purcha<es of oil from third-parties.

not availahle duc to returns not being readity traceable,



APPENDIX V1
{Vide Paragraph 4.6 of Report}

Comparative Statement showing the fair prices of Vanaspati relevant to the periad of delivery and the prices acrually pasd,

———— ~ amamn R USRNSSR L o

Prices sti-  Quanmtity Fair price Difference
pulated 1n for which relevant between

S. A/T No.* Name of the Firm* Quantity to be the confract Jata abtout 10 dates of faie price Total
No. supplied in tonnes® Rs. per fair price dehvery,  amd contrat
tonne**® s avalable prwe per
1n tonnes® tonne
1 2 3 4 5 6 1 s 9
Rs R Rs. Rs R
1 3/3/13/66 P.IV dt M/s. Bhavnagar Veg. Prod. 500 £5-1-66
14-1-66. Lid., Bhavnagar. $00 31-1-66 3,600 N A
500 20-2-66
00 31-3-66
2,000
32 3/4/14/66-P.IV dt M/s. Madhusudan Veg. 100 1§-1-66 100 3.414 () 186 (4) 18,600
14-1-66. P.od. Lid. Rakhial. 100 31-1-66 100 3.639 (—) 39 (=) 3,900
250 20-2-66 3,600 .. N.A. .. ..
250 3t-3-66 350 3.68% (—) 38 () 14,500
200 (+) 300
3 3/s/15/66-P.IV dt. M/s. New Ssurashtra Vanas- 225 31-1-66 NA
14-1-66. pati Co. Morvi. 125§ 20-2-66 3,600 N.A
275 31-3-66 NA

.. 625
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3/6/16/66-P.1V

4 dr. M’s. Ashwin Industries 100 16-1-F67) 100 3,578 (+) 9% () 9,500
14-1-66, Samlaya. e -1-66 | 3o 190 1.4€8 T 148 (4 14,500
120 2ozt 190 1643 (4 S7 (4 §,700
300 _11~3-th . .. ..
600 ) 29,700
s 3/7/17/66-P-1V  dt. M/s. Shri Jagdish Oil In- 200 202466 1 3,6¢0 NA
14-1-66. dustries Pvt. [.d. Tor- 200 31-1-66 N
bunder. ———
470
6 3/8/18/66-P.IV dt. M/s.Tata Qil Mills Co, L. 20 IN-2-06 41 N
14-1-66
7 3/9/19/66-P. IV dt. Mjs. Western India  Veg. 1.0 11-1-66 4,069 143 1,916 (4 3 ‘1) %300
14-1-66. Prod. Ltd. Amalner,
8 3/11/21/66-P.IV dt. M/s. Tungbhadra Industries 4 25-1-66 3.0€¢ 370 E RPN P 27 0 -
14-1-66. Ltd. Calcuua. 320 10-2-06 1,990 R LR P — € e 1,800 -
X “ _1‘:,_5:;
9 13/12/22/66-P.IV dt. M/’s. Qudh Sugar Mills I 2-3-A5 3.1 - R +. it 4 34,800
14-1-66, Ld., Cakuua.
10 3/16/26/66-P-IV dt. M's. Mausingka Industries 200 20-2-66 so1- N
14-1-66. (P) Ltd. Pachora.
11 3/25/81/66-P.1V dt. M/s. New Saurashtra Vana- 170 B i) A oA
14-1-66, spati Co. Morvy (Gujrar’

*Information furnished by the Ministry of Fooj, Agriculture Dedartment of Fo i cife therr s lvanioe o v vfreples v cem No, 266y, i, o
the List of Points 0 1 which the PAC desire 2:aformani. nin respect of para $7of Ju i Rep o Gevl 196,

**Information {urnished by C & A.G.

N.A. Not available,



1,05

1 2 3 4 s 6 7 s 9
Rs. Rs. Rs. Rs.
13 3/74/649/66-P.IV dr. M/s. New Saurashers Vanas- 300 L 31-7-66
. peti Co. M § 31-7 3. 945 NA
13 3/75/650/66-P.IV dr. Mys. Shri Jagdish Oil In- 200 1-7-66 o : ;azs ;
29-6-66. dustnies (P) Lid. Por- * ™ 1o ibake b 1o s s DR et
bunder. - 3OO BRI ‘ (S 3Tt vt a6 g x;:)w
m (Y‘m'w
- S -
14 3/76/6351/66-P.1V dt. M/s. Bhavenagar Veg. Prod 500 - " [
. 31T 2 ) 1w (-} ~} 1,0
239-6-66. Ltd. Bhavanagar. 100 ‘w-svm’ J heas e '.'\f\ A e
600
1S 3/77/652/66-P.IVdL  M/s Mldh\mdm Veg. 400 31-7-66 ~ Y 2
29-6-66. Prod. Co. Lid. Pakhial 100 , 10-K-66 ’ $1.901 ¥ \1\% EIRY tr oo
). 200 31-8-66 NA
700
16 3/78/653/66-P.IV dt. Mys. Ashwin Industries 400 31-7-66 » ad
7 HES] 1. - -l 4
29-6-66. Samalsya (Basods). 100 A 1,955 \' g P oaat . 7o,
100 ,31-5-66 bk 102 10,200
600 -\::x ‘_&m‘,

SERE X P
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APPENDIX VI

Summary of maim Conciu:ionf Recommenaat.on.

(referred to in Para 1 of Introduction)

Serial Para No. of Ministry/Department

No. Report concerned
1 2 3
1 1.10 Deptt. of Food
2 2.13 —do—

Conclusions; Rec nuaatdations

4

‘The Commitiee note that the State lrading scheme in fodgrams
resulted in a usy of Rs. %419 aores 1 i%00-07, out of which Ks, 2313
cores was the loss on wheat, Ry 3329 qores on rice, and Rs. 23 16
(rores on other grans. While e Counnnttee note that the mamn eason
for these losses was devaluation, which necessitated subsdising ot im-
ported grains on a larger scule thun belore, they would like to draw
the attention of Guvernment o the recommendations made in para 4-55
of their 27th Report (Fourth lok Sabhuj where they had suggested
that Government should dritically review the entire  funclioning  of
State Trading in foodgrains and in parucular the grant of subsidy on
rice and other toodgrains in the light of the requirements of the country
and the accumulated losses suffered so far in Tespect of each type of
foodgrains. The Committee understand that their recommendations are
still under the (onsideration of Government. They would like Gov-
ernment to expedite their dedision in the matter,

The Commitiee find that storage losses in rcsgect of rice have been
much higher than similur losses 1n res{::u of wheat. During 1966-67,
the loss in storage in respect of rice was about 25 per cent of the quantity
stored, agaimnst a loss of 0:2 per cent in respect of wheat. While the
Committee nute Government's explanation that the higher percentage




2 3 4

of loss was due to higher moisture content of indigenous rice and the
relatively larger quantities of that grain stored, they feel that the matter
needs further study by Government, with a view to devising effective
measures to reduce the losses.

.20 Deptt. of Food The Committee note that large quantities of foodgrains transported
by Government are moved in open wagons. The quantum of such
movement in 1967 was 247 million tonnes, or 25 per cent of the total
quantity moved. and 1-4 million tonnes in the first eight months of 1968,
or 22 per cent of the grains moved. The loss involved in such move-
ments in the first eight months of 1968 was substantial and amounted
to 6,673 tonnes, of which about 1,900 tonnes alone were lost due to ex-
posure to rains.

21 Deptt. ot Food The Commitiee had examined last year the performance of the

Railways in the Third Plan and had pointed out in theii :2nd Report

Ministry of Railways (Fourth Lok Sabha) that, as against the target capacity of 249 million
tonnes of originating gonds traffic to be created at an additional cost
of Re. 1325 crores, the actual capacity developed at an expense of Rs.
1.686 crores was 225 million tonnes (approx.) of originating traffic, while
the actual movement in the last year of the Third Plan was only 203
million tonnes. It would thus appear that, while there is spare capacity
availahle on the Railways, it is the look of an adequate number of
covered wagons which acts as a constraint on safe movement of foodgrains.
The Committee would like the Railwavs review carefullty, in consulta-
tion vith the Department of Food, the rail transport required for the
movement of foodgrains from surplus to deficit States in the light of the
recent increases achieved in food production in the country.
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I.22

1.23

1.33

Deptt. of Food

—do—

—do—

In planning fo transport facilities for the movment of foodgrains
the Committee would like Government to take note of the great im-
provements made in road transport in the country so as to make increas-
ing use of it in the interest of expeditious transport of foodgrains.

When the use of open wagons for carrving foodgrains becomes ines.
capible due to the non-availability of ¢losed wagons and heavy move-
ments arising from sudden Large arvivals of fooderains in the markets, the
Committee would Tike 1o stress that foodgrains should he adequatelv pro-
tected hoth against the vagaries of weather and pilferage.  Government
should alse cansider whether, on oceasion when market arrivals are heavy,
movement by road should be encourzeed and movement by rajl conld be
so spaced out, through provision of loeal storage facilities. as to facilitate
the use of closed wagons as they become progressively available,

The Committee note that there has been a progressive transfer of
procurement, clearance and handling work from the Food Department
to the  Food Corporation.  In para £33 of their 27th Report (Fourth

Lok Sabha) the Commirtee had tiken note of this position and stressed
the need to maintain a close watch over the cstablishment expenditure
of Food Department 1o achjeve maximum possible economies. In para
456 of that Report the Committee had also suegested that every effort
should be made to avoid an over-lipping of functions between the Food
Corporation of Indin  and the Department of Food. The Committee
now observe that, while there lias bheen some reduction in posts in the
Food Department, the establishment expenditure has not heen substan.
tially reduced in the Regions and in fact has gone up at Headquarters.
While the Committee note the Department’s explanation that this is
due to the creation of posts to cope with additional items of work, apart
from factors like increase in dearness allowance, they would like Gov-

L9



4

1.34

2.20

Decptt. of Food

—do—

ernment to transfer the functions of the Food Corporation of India stili
performed by the Food Department to the Corporation and reduce thc
number of posts in the Food Department. The Committee would also
like Government to undertake a comprehensive study of the workload
in the Food Department both at Headquarters and in the Regions to
effect maximum economies possible, by job analysing the work through
the Staff Inspection Unit of the Ministry of Finance who have already
conducted some studies in this respect. For any additional workload a
minimum number of posts might be kept on a purely temporary basis

whose retention may be considerced every six months in the light of actual
work involved.

The Committee obscrve that one of the major items of ‘indirect ex-
penses’ on the scheme is on account of rent godowns. This, however,
does not bear any relationship to the storage position as reflected in the
quantity of grains stored by the Department. While the quantity of
foodgrains stored declined from 47 lakh tonnes in 1965-66 to 43 lakh
tonnes in 1966-67. thc expenditure on rent, which was Rs. 68 lakhs in
1965-66, rose to Kks. 92 lakhs in 1966-67. The Conunittee would like the
causes of this in-rease to be examined by Government. In particular,
they would like to know whether, with the progressive transfer of storage
work to the Food Corporation and the :cduction in the quantities of
foodgrains stored by the Department, there I'as been a progressive release
of godown space.

The Committee note that the demurrage in respect of foodgrain ship-
ments amounted to Rs. 15189 Iakhs in [966-67, as against Rs. 12-42 lakhs
in 1965-66 and Rs, 87:31 lukhs in [%7-68. While the Committee appre-
ciate tie fact that the ports had to cope with very heavy arrivals in
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10

11

12

2.21

2.22

.23

—do-—

—do—

_—_d()_.

1966-67, they would like to point out that actual clearance ranged from 1
to 1-12 million tonnes, against targetted clearance of 1-2 million tonnes
expected to be achieved as a resul: of the implementation of the recom-
mendations of the U.S. Study Tea 1. The Committee note that, though
the Departnent was working o a tuget oo i~ million tonnes, port hand-
ling equipment to augment capacity was purchased more or less on the
scale considered appropriate by the Study ‘Team for reaching a peak
clearance of 1'5 million tonnes. In view of the substantial investment
of Rs. 148 lukhs made in these items of comipment (about Rs. 96 lakhs
of it in foreign exchange) . the Committe. i stress too strongly the
need to ensure that the equipment is put to ontimum use.

The Commitice note that 90 per cent ot the demurrage paid was
due to ships waiting for berths at ports as a result of bunched arvivals.
As pointed out by the American expert teamn, this situation suggests
the need for advance “planning of loading dates of chartered ships, so
that arrivals are not bunched any more than chance dictates.”

The Committee also observe hrom the data fuinished to them that,
of the totd demurtage of Rs. 25165 Iakhs paid during the three years
ending 1447-68, a sum of Rs. 21190 Iakhs accrued to foreign shipping
interests. 'I'he Commitiee would like in this connection to draw atten-
tion to their observations in para 472 of their 27th Report (Fourth Lok
Sabha) in which they had stressed the need to press more and more Indian
vessels into service for the wansport of foodgrains. This would ensure
that not only freight but also anv demuriage that mav become inescan-
ably payable accrues to the country, minimising the drain on scarce
foreign exchange resources.

The Committee note that the investigation of 62 demurrage cases of
over Rs. 10,000 relating to the period February—December, 1966, is still
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LF8]

1T

Dep-t. of Food

4

pending. They would like these cases to be quickly investigated and
any remcdial measures necessary, in the light of such examination, to
be speedily taken.

The Committce fcel that tenders for the appointment of agents should
have been invited in this case well before the existing contract was due
to expire.  Government have stated that they had the opinion to renew
the existing contract and that the normal practice is to study the market
three months in advance in order to decide whether the option available
in such cases should be availed of or not. If this is so, the Committee
fail to understand why the Regional Director called for tenders as late
as February, about a month before the existing contract was to expire.
This brought about a situation in which a decision could not be taken
on the appointment of new agents before the expirv of the existing con-

tract.  Government were therefore obliged to renew the existing contract
and the decision, taken shortly after renewal, to terminate the contract
naturally led to a dispute with the contractor.

The Committee also fail to understand whyv, when the existing con-
tract gave Government the option for rencwal for Jess than a vear, Gov-
ernment chose to renew the contract for the full period of one year trom
April, 1957. This was unfortunate as Government knc.w, cven before
the expiry of the original term of the contract, that some of the parties,
who had responded 1o tender inquiries. had quoted lower rates from
April, 1957, onwards.  Government’s argument that thev were nego-
tiating with these parties and that. in the meanwhile, as a “measure of
caution” they extended the existing contract for the full period lacks
validitv. as negotiations were only for securing “still lower rates.” Tt
was hardlv reasonable to have supposed that these negotiations would
tast one full vear.

0L
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16

17

3.12

3-13

4.10

The Cominittee also find it difficult to accept Government's view that
the cancellation of the contract had no bearing on the Arbitrator's award,
which went against Government, since the Arbitrator gave no reasons
for his award.

The Committee note that, after the cancellation of the contract, the
Joint Director (Food) issued a testimonial to the contractor which was
cited by the contractor in the arbitration proceedings. They under-
stand from Audit that the Regional Director of Food, Bombay, had him-
self, in a written Communication to the Ministrty expressed the view
(20th October, 1961 that “production of the ... .documents has put the
Government in an embarrassing position in the arbitration proceedings.”
The Commiittee therefore feel that the issue of a testimonial by a senior
official after the termination of the contract was improper and desire that
clear instructions should be issued to ail concerned to avoid a lapse of
this nature.

The Committee observe that the prices paid by the Army Purchase
Organisation for vanaspati procured under some ol the contracts placed
in January and July, 1966, exceeded the ‘fair prices’ that the industry
were to charge by virtue of an wrangement that came into force from
June, 1961, While the total amount overpaid cannot be determined in
the abscnce of complete information about the ‘fair prices’ chargeable
for the various lots of supply, the Committee note that, in respect of
3,650 tonnes (out of a total ol 8375 tonnes procured), for which infor-
mation about ‘fair prices’ is available, the net overpayment works out to
Rs. 7:94 lakhs. The Committec appreciate the fact that these ‘fair
prices’, being based on raw oil prices in the fortnight preceding
delivery, could not have been determined while placing contracts for
forward delivery over a period of one to threce months.  Th's difficulty
however, could have been avoided by a stipulation in the coitracts that
suppliers would be paid at fair prices to be fixed for the p-eriods during
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which supplies were due. The Committee are not able to appreciate
why this was not done.

The Committee note that with effect from September, 1968, the prices
of vanaspati have been made subject to statutory control. They hope
that Government will ensure that supplies for the Defence Forces are
in future made strictly at rates not exceeding the controlled prices.

The Committee note that Government had to purchase the stores in
this case at an extra cost of Rs. 2:42 lakhs, owing to successive defaults on
the part of three firms on whom the orders were placed one after an-
other. Government now suspect one of the three firms to be fictitious
and a possible collusion between the other two firms, which they have
referre({) to the Central Bureau of Investigation for examination. The
Committee would like to be apprised in due course of the results of the
enquiry, as also of the arbitration that is stated to be in progress in regard
to the question of rccovery of gencral damages of Rs. 1-61 lakhs from one
of the firms involved. The Committee regret to note that while placing
an order on un-egistered firm ‘B’, there has been a failure to ensure
compliance with the requirements of rule 12 of the General Financial
Rules according to which, “in selecting the tenders to be accepted, the
financial status of the individuals and firms tendering must be taken into
consideration in addition to all the relevant factors.” The Committee
trust that responsibility for this failure will be fixed and that, in the light
of the experience gained in this case, Government will evolve adequate
procedures to ensure that contracts are placed only with firms whose
bona fides and reliability can be established beforehand.

The Committee fail to understand how the Department construed
the rate quoted by the lowest tenderer for supply at points of despatgdt_l_

[

] T

i



as valid for supply at destination point and placed an order on this
basis. In the result, the Department could not avail of the next accept-
able offer, which would have saved them Rs. 49,300, in comparison to
the rate at which the stores were ultimately procured after a fresh
tender. The Department’s argument that the offer of the lowest tender-
er could not be accepted on his terms, but only on the Department’s
terms. as stipulated in the tender notice, lacks substance, since the De-
partment ought to have known that an acceptance, which was not in
terms of the offer could not constitute a contract but could at best be
only a counter-ofier. Moreover, the Department themselves had doubts
about the offer and had usked the tenderer to clarity whether his rates
would be valid for supply at destination. If the clarification was not
forthcoming, the Department should have taken the logical step of plac-
ing the order on the next lowest tenderer whose terms coincided with
those stipulated in the tender notice. The Committee hope that the
Department will take steps to guard against recurrence of costly lapses
of this nature.

GMGIPND-RS 1-3027 RS- 16-2-69-1250Q,
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SL Name of Agent Agency Sl Name of Agent
No. No. No. No.
DELHI 33. Oxford Book & Stationery 62
Company, Scindia House,
24. JainBook Agency, Con- I Conngught  Place, New
naught Place, New Delhi. Dethi~1,
25. Sat Narsin & Sons, 3141, 3 34. People’s Publishing Iiouse, 76
Mohd. Ali Bazar, Mori Rani Jhansi Road, New
Gate, Delhi. Delhi.
26, Atma Ram & Sons, Kash- 9 35. The United Book Agency, 88
mere Gate, Dethi-6. 48, Amrit Kaur Market,
Pahar Ganj, New Detlhi,
27. J. M. Jaina & Brothers, Iz )
Mori Gate, Delhi. 36. Hind Book House, 82, 95
Janpath, New Delhi,
28. The Central News Agency, IS
23/90, Connaught Place, 37 Bl(:olgwell: 4, Sent Naran- 96
New DelLi. ari Colony, Kingsway
Camp, Delhi-g.
23.  The English Book Store 20 MANIPUR
7-L, _Connaught Circus,
New Dethi. 38. Shri N. Chaoba Sin;h, 7?7
News Agcm, Ramlal Paui
30. Lakshmi Book Store. 42,” 23 High School Annexe,
)I:Iriuni%pal Market, Janpath. Imphal.
¢ Jhi.
w et AGENTS IN FOREIGN
31. Bahree Brothers, 188 Laj- 27 COUNTRIES
patrai Market, Delhi-6. 39. The Secretary, Establish- 59
ment Department, The
32. Jayana Book Depot, Chap- 66 High Commission of India

parwaly K, Karo! Bazh,
New Delhi.

India House,Aldwych,
LONDON,W.C.—2.
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