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I, the Chairman of the Pubiic Accounfs Committee, as anthorived by 
the Committee, do present on their behalf this Seventeenth Report on the 
Action Tnkcn by Government on the rccommcndations of the Public 
Accounts Committee contained in their 105th Report (Fourth Lok 
Sabha) relatir-2 to the Ministry of Supply. 

2. On the 8th July, 1971, an "Action Taken" Sub-Committee was 
appinted to scrt~tinise the replies received from Governmcnt in pursuance 
of the recommendations made by the Committee in their earlier Reports. 
The Sub-Committee was constituted with the following Members:- 

I .  Shri B, S. Murthy- Csn vmer 
2. Shri Bhagwat Jha Azad 7 
3. Shri Ram Sahai IJandey I 
4. Shri C. C. Dcsi Members 
3. Shri Thiliai Villalan I 6. Shri Shyam Lal Yadav ,j 

1, The Action Taken Notes furnished by the Government wen 
considered by the Action Takcn Sub-Committee of the Public Accounts 
Cornmrttw (1970.71) at their sitting held on 9th December, 1970. C o w -  
q imt  on the tiisw~il~ion of the Lok Sabha on the 27th Deccmbtr, 1970, 
tbe Publ~c Accounts Comnilttce ceased to exist from that date. The Action 
1 l ~ l c n  SubCommirtec of the Pubhc Accounts Committee (1971-72) consi- 
ticred and adopted this Report at their sitting held on the 3rd August, 1971 
I ) , I ~  on I he suagmtions of t"l S~ubComm~ttec of PAC (1970-71) and fur- 
ihcr infi)rmnrlun rrce~vcd from the lrfin~stry of Supply. The Report was 
tinally adopied by the Publ~c Accounts Cornmittcc on the 31st August, 1971. 

4. For facility of reierence the main conclusions~recommendations 
of rhc Cornairtee have been printed in thick type in the body of the Report, 
,A 5:atcmcnl showing the summary of'the main recommcndations,'obserwa~ions 
,9f the Cornmittre i\ appended to the Rcport (Appendix). 

5 .  The Committce place on record their appreciat~on of the commen- 
dablc uurk .inw hy the Convener and the Membcrs of the Action Taka 
Sub-Cuinmittcc ( 1370-71) In considering the Action Takcn notes and offer- 
ing wggcst~ons for  thrs Report which could not be f inal id  by them beaux! 
of thc sudden dtssolur~on or the Fourth Lok Sahha. 

(1. The ~ommitrec place on tccord their approciation of the asis- 
rcndcncd lo t!lcrn in this matter by the Comptroller & Auditor General 

of Intfta. 
ERA SEZHIYAN, 

clkoirm~n. 
Public Acroca~ts ComWree. 

(u) 



REPORT 
1.1. This Report of the Committee deals with action taken by Govern- 

ment on the recommendations contained in their 105th Repon (Fourth 
Lok Sabha) on the Audit Report (Civil), 1970 relating to the Ministry of 
Supply. Action Taken Notes have been received in respect of all the 35 
recommendations contained in the said Report. 

1.2. Acrion Taken NoteslStatements on the recommendations of the 
Committee contained in this Report have been categorised under the foilow- 
ing heads :- 

(i) Recomn&rias/absPrv4rions ~ h a /  have been accepted by G O ~  
menr. 
S.Nos. 2,4,7,8,9,  10, 11, 14, 15, 16, 17, 19,20,21,22,23,24, 

25, 27, 30, 31, 34 and 35. 

(ii) &comnten&tions/observa~ions which the Sub-Cornmitree & nor 
desire to pwsw in the light of the replies received. 

S. No. 28 

(ii i)  Recommenrknhs/ab~~r~w~ims re lies ro which have not ken 
accepted h,v Committee a d  whic require reiteration. 
S. Nos. 6 ,  26 and 32. 

R 
(iv) Recmmen&tiotu/obsenwrions in respect o j  which G O W I I R I ) ~ ~  

haw furnfshed interim replies. 
S.Nos. 1,3,5,12,13,18,29and33. 

1.4. The Committee will now deal with action taken notes received 
on gome of the rccommcndations. 
A a c h  of ''Joint bonds"-Paragraph 1.22 ( v i )  ($.No. 6) 

1.5. In pusgrpph 1.22 (vi) of their H u n d d  and 6Ah Report (Fourrh 
Lok &Ma) h e  Committee bad made the following observations in I.aeud 
to tb otilisa!ion of stock of meul impcn'led with Government askawe by 
a Brm UH1 Rin ly iq  with &em:- 

"'I'b Committee would a h  like adon to k taken for utiliirjorJ 
of 12.308 toma of coppet lying unutilinal with the 

#a&." 



1.6. In their reply dated 6th August, 1970, the Ministry of Supply 
have stated :- 

"The Minerals and Metals Trading Corporation were requested bp 
9/1541970 to adjust the excess quantity of 12.308 tonnes of copper 
bars wire released to the firm against any other release, as and 
when possible. The MMTC have intimated that one release in 
favour of the firm valued at Rs. 26,017 has been issued by Joint 
Chief Controller of Imports and Exports. The MMTC have already 
taken up the matter with the Joint Chief Controller of Imports 
and Exports, for necessary adjustment. Supplies have however, 
been with held." 

1.7. Tbe Committee fiod that u 8 g a b t  12.308 forrau of uoulillistd 
elecbdytic copper, MMTC have withheld for d&slmnt suppIh valued at 
only Rs. 26,017 in respect of 8 subsequent rrleuPe to the firm by the Joint 
Chief Controller of Imports and Exports. ?be Committee desire ;bat reco- 
~eryiadjustment of the remaining qu~ntity of the matcrial should be made 
ex-y. 

Purchase of nonmetal helttrefs-Parugrops 8.38 and 8.39 (S. Nos. 7 and 8) 

1.8. In  paragraphs 1 23 to 1 .KJ of 105th Report (Fourth Lok Sabha) 
tbe Public Accounts Comrn~ttee had examined a case of supply of non- 
metal helmets to State Governments and ertaln puhltr/private sector under- 
rakrngs for usc In therr Cnil Defence establishments. Many of the helmets 
were found to have a number of defects. Pnmariiy, there Here vi~al mistakes 
In the formulatton of ttandards for llne rnanufactum of these helmets. k- 
sides, the esscnt~al "users' t rs i ' '  was not carried out even at the stage of 
production of the proloth pc. icsttltlng in  the helmets bemg over-stud. Also 
the facr. that the hclrnct\ as pcr the IS1 ~pecltications, uerc to be provided 
wrth adjustable head bdnua, w i s  not rnt~rniiled to the supplrcr. I\;o tzr~ous 
notrce of the fir>! cornpiarnt about the defccts made in January. 1965 niLs 
taken by Gobernr~int with the result that, defect~ve helmets cont~nued to k 
supplied for a cons~dcrahlc pcr~od. The hrbltc Accounts Commlttee, ia 
this connectton, made the followng 0bWvalionb 111 paragraphs I .3R and l .f9: 

"The Comrn~rtec fcel that a senes of omissons resulted In Government 
berng saddled with a huppiy of about 75,000 belmets, thc bulk of 
wh~ch, costing Rs. 4.88 lakhs, have been found "ab.wlureiy use- 
less." 

In the tmt place, the sp~ficat tans evolved for the helmets by thc ln- 
dian Stafidards Institution w n  faulty There was r * 'v~ td  mis- 
take"' whrh arose due to a "confusion . . mainly mth 
rcgard to the major gxrs and mmor axis" of the' helmeta. 

The helm& p r o d u d  according to tbc spaifmtionr, tkreforc turned 
out to bt over-siml that "the larger hclmetb could not fit my- 
body exapt  perhaps the astronaut". Residts, the apacihtion 
perrmaed the use of thermoplastic mst+rd which caused othcr 
ddoctr in thc klmets like saggiw cCc. It hPs b a n  strtal that 
thc specificauons w e n  drawn up in a "great hurry" within 15 
days, as against 52 months which is q u m d  on 8x1 avtrage for 



fomuhrdoa of gtandards, but the Committee fail to understand 
even then how a vital and elementary detail like ttit size of the 
helmat was not adequately investigated before formulating t k  
specifications. It is even more regrettable that such faulty spa56  
cations should have b a n  drawn up, when the requirement was 
in connection with the Emergency, which arose in 1962, and that 
it was left to a foreign party to point out, after a lapse of t h e  years, 
that the sizes evolved were not correct. 

In the second place, the fact that the helmets were over-size escaped 
notice even at the stage a prototype produced by the firm was 
tested. A host of tests like "performance test", "penetration test" 
and-"inflamability test" were carried out, but nobody investiga- 
ted whether the helmets would snit various head-srus. It is 
astonishing that t h ~ s  simple user's test was not carried out even 
at a subsequent test when the helmets were tendered for inspection 
against the contract. The explanation that "the per5on who had 
tried it thought that it (the helmet) was suppscd trr bc worn on 
the turbans or wmething else" is mgenious but unconvincing. 

Th~rdly, the spxrllmt~ons drawn up for the purpose of the contract 
themselves departed rn some respects from the IS1 specificat~ons 
from which they were derived. The IS1 specifications had pro- 
vided for the helmets being fitted w~th adjustable head-bands, the 
provision of which mjght have rcndcred part of' tb,: helmets sup- 
piled usable rt hut due to  an om~s~ion on thc part of the indenting 
authorrty a:, uell as the authority which proi-p.;st.d tht indents, 
[his was "unfonunatcly lost sight of". 

Fourthly, the supply itself would appcar to have dcbtated frnm the 
spcc~fioations in certain respects like wearing height erc. 

Lastly. "serious notice" was not taken of the contpiarnts which were 
recmved from the users ~nitially about the sm of the helmets, 
Thc first complaint was received in J.tnu3r-y. 1905 when anly 1.889 
helmets had been supplled and it would appear that this complaint 
was received not onl) by the indentor but also in the D~rcctorate 
Gcncral of Supplm and Disposals. It Has only a!icr compliiints 
from other users started comrng in that the matter was ~nvadgtted 
and step taken to stop further supplrcs, but by that ume nearly 
75,000 helmc!~ had been erther suppl~cd or were ready. 

The Cornm~uce note that the officials who uerc conncctd w i h  the 
farnlulation of the st.indards are now "dad and gone". But in 
regard to the othcr omisuons that occurnd, thc Comminec would 
lrLr an invrstiption to br made and responsibility fixed. 

1.9, In thcir reply dated 26th October, 1971, the Ministry of Home 
Affair+ hw stated :- 

'"Preliminary cnqutr'i haw been complce  to fix rnponsibility for 
omiwon to rclterute in reply to an inqu~ry from the D G S D  that 
tbc head-t#md wm to be adjustable as probided in the 1st sprci6- 
cati- Aaion i@nst tbe oIf1ctrv conctnKd is under con& 
dorption. 



W~th rcgard to the omission to take serious notice of the complaints 
which were received from the users initially about the size of the 
helmets, enquiries have been completed and responsibility fixed. 
I t  is proposed to take departmental action against the officials 
concxrned." 

1.10. The Committee note that departmental action is yet to be taken 
agaillst tbe officers concerned in regard to the omissions to easure that the 
helmets were fitted with adjustable head-bands as provided in tbe IS1 specis 
cations and to take serious notice of the complaints which were received from 
the users initially about the oversize of the belmets. They wwld like Govew 
mcnt to finalise the disciplinary proceeding expeditiously. 

1.1 1. As regards otber lapses, the Committee desire that tbe dekilskils d 
action taken or proposed to br taken against defaulting ottlcflls be intimated 
to them. 

Non-occounral o f  i~r~port  licetrce assistance p'wr ./or p rc l ias~  of non (errous- 
al lo~~--poragruph I .lri ( S .  No. 10) 

1.12. Dealing with a case of one out of five contracts entered into 
by Government with a firm which had utilised i ts  own raw materials for 
supply of contracted goods. pending receipt of import dssistance, thc Com- 
mittee had made the following observations in paragraph 1.48 of their 
105th Report (Fourth I-ok Sabha) :-- 

"The Committcc note that under thc terms of the contract. foreign 
exchange to the tune of Rs. 2.43 lakhs was to be provided by 
Government to the supplier for import of raw-materials required 
for supply of rhe contractcd goods. Pcnding issue of licence, the 
supplier was asked to use raw materials from his own stwks. 
The firm has now sued Government for the differen~v bctuccn the 
landed cost of raw material5 today and the cost as on thc date 01 
subnhsion of tender or In the alternative pay compensation' 
darnagcs to the tune of Rs. 5.85 iakhs. As the matter is n ~ h -  
judire. the Committee would like to rexrve their comments on thc 
various issues arising out of this case pending the outcome of  the 
suit. which may be intimated to them." 

1.13. in their reply dated 5th Octokr. 1970, the Ministry of Supply 
have stated : - 

"The obxrvations ot the Public Accounts Cnn~mittcc haw k n  noted." 

1.14. Tk Cammittcc would like to k informed of tbe oalcorar of ILr 
n i t  rrCich p r y  be iatimtated to t h o  in due cwrse. 

Non-acrounrai of import licence anislance given fur purcl~asr o/non- frrrorw- 
alloys-paragrap11 1.58 & 1.59 (S. Nos. 12 & 13) 

1.15. Referring to another case cntertd into by Govcrnmcnt with the 
firm, which had retained some of the non-ferrous metals imported by i t  on 
the basis of import licences issued by Government. the Committee had made 



the folllowing observations in paragraphs 1.58 and 1.59 of 'their 105th 
Report (Fourth Lok Sabha) :- 

"The Committee note that in respect of two contracts placed with the 
firm, where import assistance to the tune of Us. 32.78 lakhs was 
provided by Government for import of scarce non-ferrous metah, 
Government "suspects" malpractices in the utilisation of the im- 
ported material. During evidence it was also stated that " similar 
malpracticcs" by the firm had occurred in "another case". In 
the lieht of this ~osition the Committee would like Government 
to in;estigate thdroughly how the firm utiliscd non-ferrous metals 
worth about Us. 25 lakhs which were imported by i t  on the basis 
of impxt licences issued by Government in connection with the 
fhe contracts mentioned in the audit paragraph. The Committee 
would like to be apprised of the results of the investigalwn and 
action taken on its findings. 
t l~c basis of experience of this case, the Committee would like 
Goverrlment to consider what safeguards should be built into 
contracts which involve import assistance so that the contracting 
firms do not derive unintcndrd benefit by retaining unutiliscr! raw 
rnatteriiils imported for thc purpose with Government assistance." 

1.10. In  their reply dated 28th October, 1970, the Ministry of Supply 
have stated : 

"Thc matter is under cxamination and the Committee *ill be apprised 
of the r e 4 t s  of the investigation. 

The qucstion as to what further safeguards could be built into the 
General Conditions of Contract governing contracts of the D.G.S. 
& D.. is king examined in consultation with the Ministry of Law. 
Public Accounts Committee will be informed about further de- 
vclopmmts." 

1.17. 'I'be Committee are not satisfied witb tbc slow grop;ress ma& in 
the lovesligatioa of tbe case. Tbcy nouM like the matter to be mvestigrted 
without further delay d tbe results intimated to tbem. 

1.18. ?be Committee see no reraw why tk questha of bailding sllt 
pwds into tbc gcacr*l cadition* governing coetrrctr of tJw DGS&D could m t  
br Wi.d so far. Tbe! desire that Government s b d d  come to an a r t y  
d&on in t& regard )ad inform tbem of it. 

1 .l9. U ' h k  dealing with a caw in  which a firm fraudulently obtained 
ndiancc pu~rnents for supplieb which were not affected by it, the Committe 
In paragraph\ 1.90 and 1.91 of their 105th Report (Fcurth Lok Sabha) 
made the fidlou ing obrervlctions:- 

"Thc Commtttte con,tder ~t unfortunate that a firm "fraudulently" 
obrarnrd advunct payments amountmg to Rs. 2.84 lakhs for s u p  
p l h  which were not affect& by it. Thc payments usre made on 
the h i s  of claims ~thich bore rcfennce to Rallway Receipts 



under which the stores wen purported to have bcm despaschcd, 
but, on investigation it turned out that the Railway Receipts had 
not been sent by the firm to the consignees to enable them to take 
delivery of the stores. The mutter came to notice, when 1 out of 
the 66 consignees defrauded corn lained. This i s  not the only 
case which has come to notice o F the Committee. In their first 
Report (Forth Lok Sabha), tbe Comnlittce had commented on a 
cast where a firm had fraudulently obtained ridvaoce payments 
amounting to about Rs. 1.85 crores against supplies of road- 
rollers which were not made by them." 

"The Comrnittec approclate that, while the magn~tude of ille fraud 
i n \ d ~ c d  In these cases mdy be large it does not warrant thc s top  
page of adhsna: paym.-?t t'acrlitles wh~ch are bang extended to 
firm>. The reprwntativc of the Department of Supply pointed 
out to the Committee thiit. during the last 22 years, there have 
been "only 36 cases" of th~a type. i.ivnlv~ng a total sum of Rs. 
2.23 crorcs. which works out to 0.04 per ccnt of the total purchase\ 
made. Bur the Committee do feel that the procedures ewdved 
on the basis of these cases nced to be implemented promptly. 
How tardy the implementartcn of the procedures haz hcen would 
be evident from the factz of the present case. The proccdm 
cvoivad provldts for the Pa) and Accounts Olliccr sending '1 deb11 
~ntirnation memo. dfrcr n ~ a h i g  payment\ tn ;I firm. 

I here were as many J\ 66 sonugiiees, whc rcce~bed these intlination. 
In th~: ,  case. but on!y one colnpiaincd and 11 U J ~  r h l i  compl;i,n1 
~ h i c h ,  on lnvostlg.xron. brought to light t h~s  trdud. In lhc Com- 
mittee's oplndn, this suggezo that cellncr the Dlrcctordt~~ Cicncral 
Supplies and Drspo~ils nor the conbignee progressed ~ h c  contract 
In t h ~ s  case with i~grlancr. or alertness. Hiid t h q  done that. ~ h c  
fraud might well h ~ v c  come tc) ltght earl~er. The ( omrnlrree 
that Instruction\ would be i\~*led to ensure [ha[ thc rr. \ i~.d Fro- 
cedures evolbed to slop c d w b  o! fraudulent paym:nri of ~ h i k  I?[W 
would be \tr~ctly rntonxd. The Commiltec %odd  a l w  Itic 
Governn~ctlt 1.o mwsttgate the arcurn3tanccs under u h ~ c  h I he 
cowg.:m In this ~ 3 a  tailed to progress the contrilcts and to tdhe 
su~table action tlwcaftcr." 

1.10. In their reply dated 13th October. 1970, the Mln~htl-? of Supply 
haw stated :- 

"The instructions regarding progressing of  tndrntr and supplj It.i\e 
been re-itcraied in Of&e Ordcr No. 5 d e t d  I .  I .  l9iO. A\ ii furrhcr 
m u r e  of dcguard,  the Pay & i2ccnunts Officer 1s rcqu~rrd to 
obtain a confirmallon from the conslgnec regzlrdrnp rmcipt of 
stores in full or the extcnt of'wpply w~thin 45 days. of nxc~pt nt 
&brt mimation memo by the Jailer. Thc Chief Pay Rr Account+, 
W~cer has been requcbted in this ofice letter No. C'I)N-3;11(,31 j 
11/67 dated 3il.5.70 to ensure lhat the prucctfurc now c~olvcd,  

to stop cases of fraudultnr payments, 13 atnclly rnforccd. 
e 

1.21. Ar regards the sugpc.;tion of thc Comm~lret thal Lhc Gotern. 
mcnt should invcstigace thc circurnstanccb uodcr which the consignees, in 



this case, failed to progress the cqntrftce and to take suitable action thcra 
after, the matter is being taken up with the Indenting Departments/Mir& 
trim as to why the consignees failed to progress the contract and report the 
matter to the D.G.S. & D." 

1.22. Tbe Committee bope tbat the iuvestipatioa into the circPmsturer 
that led to the consignee's failure to report would be expedited d 
action taken if the investigation briogs to light any malafides on tbeir part. 

Purchase of winches-paragraph 1.66 (S.No. 26) 

1.23. I n  paragraphs 1.154 to 1.167, the Public Accounts Committee 
had dealt with a case ol'purchase of winches which had been rendered surplus 
duc to an earlier dtrision of the Government to slow down the tcmpo and 
execution of thc Lateral Road Project between Amingaon and Bareilly. The 
Public Accounts Committee, in this connection, made the following obser- 
vations in paragraph 1.166 of their 105th Report (Fourth Lok Sabha) :- 

"The Committee feel !hat, with a little care. Government could have 
avoided procurement of 7 of the 25 winches costing Us. 2.75 lakhs. 
procllred against the contrrict placed i n  July, 1965. which subwq- 
uently became surplus. The contract for the winches which were 
requ~rcd for the Lateral Road Project between Amingaon and 
R:treilly stipulated delivery by 31st Auyust. 1965. Due to delav 
in approval of thc prototype, the delivery period was later refixed 
as 15th April. IW?. I n  hugwt, 1%. Government had decided 
to slow down the tempo and execution of the project, as a result 
of which a substantial pan of the machinery originally indented 
l o r  kanrc  surplus. It is not. therefore, clear why, in September, 
1960 and Dccemhr. 1966. further extensions of dclivcry dates 
were a p e d  upnc. The Ministry ol' Transport which was the 
irrdcniiw. cnuiJ wcl l  have re$.luced [heir requircmcnts at thisstap, 
even if they had LO aprw t , the cxtcn+n. The Committee would 
like to be informed a; wky thi5 w;:., no[ dmct." 

1.24.  I h c  M~nistry of Tf~ndpcv:. who m d z  the indent for the winches, 
i:: : h r  rcplj datcd 5th k m b c r ,  1'310, suhm~tted thc following reply :- 

" I  houph lhc temp) of the projwl wag ~ O W C ~  in  August, 1966, due 
to thr cwonomy drive Iclunchcd by Go\ernment. l t  was sypmnrly 
wntrdcrcd thdt the add~tsonal wtnches w m  mcasary to bring the 
work tn progrm to s convcnicnt stag.'" 

1.2. Ik <'ommlttec bo not apprdrlc Lh! nffoe mtfsrtioa of the Mi* 
If? of I'mnaprrl &st "it nnr qqweatf) c m  thrt the #klflianrl rriacea 
WCIC wmwwj to king tbr work la pmgm to 8 coorrnicot stage." T k y  
wish to rtltmtrr that a p p r r  review a b w l  tbc qcci& quiremeat of win- 
c k u  Bbauld h v e  been carried wt t~ fur t  - to tk cxt& of W c r T  
miad for thr sup& of f i . l p r idq  mi& in hccmbcr, 1964 



Non-recover?- qf exrra cost in repurchase -paragraph 1.194 (S.No. 32) 

1.26. Referring to a case whew an order for the purchase of stores was 
gi\cn to a firm which was not covered by tender, the Public Accounts Com- 
inltrcc in paragraph 1.194 of their 105th Report (Fourth L.ok Sabhn) had 
made the following observation> : - 

"The Committee note that i n  this case "risk purchase" could nor be 
cff- &c,,d ..- within n p e r i d  of six months. as the item in  question 
was an imported store which was not readily available. The Com- 
mittee cannot. howcvcr. help feeling that the Department erred 
in the first instance uhile placing the contrwt. The offer of the 
firm ex-stock was unsolicited besides being bcliitcd. According 
to tender procedure. i t  could nor. therefore, have bcen enteruiined. 
Moreover. the recogriised firms which were covered hy the tender 
enquiry had all stipulated import acsistance. It was therefore 
inadvisable to have concluded a contract with a arty who offered 
the mat~r ia l  ex-stock. particularly M hen the o er. bcsides being 
unsolicited. \vas belated." 

P 

1.27. In their reply dated 31st August. 1970, the Ministry of Supply 
hake stated :- 

"The indent was an urgent one and the indentor had stirred that dril- 
ling operations werc at a standstill. The indenror had earlier 
invited direct tenders and forwarded a copy of tender rccci\cd from 
S s. S.. .  . . . . . . .  ..S ............. Calcutta who werc oflicrinp the stores. 
ex-stock. The firm was not known to the I)GS&D and a limited 
tender inquiry was issued to three firms suggectcd hy IXrectcvate 
General of Technical Development and also to 5 s. S . .  . . . . .  . S . .  . . . . . .  
The latter did not respond and the other three firms quoted for 
imported stores. The lowest two offers wcrc relcrrcd to thr 
indentor for contirmation of acceptability and for proticion of 
foreipn exchange. I n  the meantinie. 3 tender datctf 1.2.hfr wac 
rewived by p o b t  un 6.2.65. from Sis. .  ....... C'orporar~cw, l~';~lcuttu. 
This firm had not been invited to ~cnder.  ppa r rn t ly .  thc tecicler 
document had heen pcscd on to them hy S ' \ .  S .  . . . . .  S.. . . . .  111 
response to letter dated 16. 1.65 to this firm hj the ~nd..~itirr. 
the hrm quoted onlv ror two items. Thc rate\ quotrd it! the firm 
10 the indentor and the DG%D ucrc thc sarnr. '1 tic irrdcnttrr. 
in his letter dated 1 1  2 . 0 5  forwarded it cop? 111' the I"irrn'\ o lk r  
stating that imported nfierr, ucre nor acccptablc. 3s Jtc wuld  no[ 
arrange any foreign exchange. He alco ctmfimrd thtrt the stems 
as otkred by S's  . . . . . . . . . . .  Corporat~on ex-stcx-l ucrc nucsptahlc 
and ruggcsted for prwurcment of the stores crlkrcd hy ttic tirm. 
In view of the extreme urgency of [tic rndtntcrr\ rrryurrcnwnt and 
his inability to provide foreign cxchangc. zhc tendc~ of S s . .  . . . . . .  
Corporation was admitted and rhuir offer for thcxr two tlcrnc 
accepted. As the acceptance of a n  un.colirircd n k r  urnnuntcd 
to negotiations. thc approval of the rcmFtcnt  arrthtrrtty t!:. 
Addi. Dirci-tor (icncral and Fin;inCc wa: !:;Len." 



1.28. The Committee note that the offer of the firm for wpply ex-stock 
bad to be accepted dae to nqcacy a d  identor's inability to m q e  foreign 
exchange rad that the rpprovd of the competent authority was bkw. Tbe 
Committee, would, bowever, llke to point out that before concluding tk con- 
tract with the party wbo made a belated a d  unsolicited ofTer of the nutala1 
exdock, Goveramcnt should have satidled itwlf about tbe quality of the goodm 
by inspecting a sample of tbe materid. 



RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN ACCEP- 
TED BY GOVERNMENT 

"The provisions of the contracts executed with suppliers generally 
provide for the stores being purchased at the risk and expcnw of the supplier, 
in the event of his defaulting on delivery. The Committee observe that in 
this case, on both the occasions on which "risk purchase" tenders were invi- 
ted, after the firm defaulted. the defaulting firm quoted and ultimately the 
"risk purchase" order bas placed on them. It seems anamolous that when 
a firm has defaulted in making supplies and purchases are being made at its 
"risk and expense", the defaulting firm should get the risk purchase order. 
The Committee appreciate that. under the provisions of the standard terms 
of tender and contract as they now stand. Government, may be obliged to 
give the defaulting tirm this opportu?ity, but they would like it to be exami- 
ned whether. by ~pprctpriately amending the terms of tender and/or contracl. 
it would be possible to ensure that a defaulting firrn ir debarred from petting 
the "rick purchase" order. From copies of' legal opinion on the suhjcct. 
which were furnipheti to the Committee, they observe that there may hr 
"no legal impediment to implementation" of this suggestion, if a firm "ayrecs 
to this condition". 
[SI. No. 2 (Puv 1.22) of Appendix I I  to the 105th Report (Fourth Lok Snhhalj 

Necessary instructron have alrcadv becn reiterated vidr Directorate 
General of Supplta dnd Disposals (Scai In  CDN-2) O f f i  Order No. 21 (CI 
dated 3.3.70 (CS:;?~ encloxd). 

{ h l ~ n ~ ~ r - \  of Supply. O.M. No. 1?(5),68-P 111 d ~ t d  ZJ.9.lO?O). 

DIKECTOKATL GENERAL Of. SUPPLIES 81 DISPOSALS 
(Sectton CDN-2), NEW DELHI-I 

OFFICE ORDEK NO. 21 (CI Doted: 3.3.70 

Svsrrcr: Rirk p:rrrhate.ignorin~ of the o f f ~ r  against risk purchavr rendcrv 
from the supplier who bar dcfiul~ed tnice. 

R ~ c E : - O . O .  NO. 21 Dated 1.1.1970. 

I. It has been inre, alia laid down in para 4 d )  of Office Order No. 
21 dated 1.1.1970 that 1- -ase of risk purchasr cnqutrlc.;. tf thc quotatuw of 
the defaulting firrn har-ens to be the lowc\t acceptable, thry sl;tluld hc askd 
10 turmsh a w u n t j  ~ t p u t  equal to 10:, of the prtspcwd contract value 
w t h m  a urges datc w i h  a clcar warnlng that the~r oEer will bc y q o d  IT 

10 



the security amount is not furnished by the specified date. I n  the event 
o f  failure o f  the firm to furnish the security deposit by the specified date, 
their offer may be ignored and placement o f  the contract on the next best 
offer considered, etc. 

2. A question arose as to what procedure should be followed in those 
cases wherein the defaulting firm had again defaulted against the risk pur- 
chase A/T and their quotation against the second risk purchase enquiry 
happened to be the lowest acceptable offer. 

3. I t  has been decided that :-- 
a. The existing in\tructions contained in para 4(d) o f  Office Order 

No. 21 dated 1.1.1970 will be followed with regard to first risk 
purchase tender enquiry; 

b. Against the second risk purchase tender enquiry. the lowest tender 
from a firm who had defaulted against the original contract 
as also against the first risk purchaxcontract. should be ignored. 
and the plac&ncnt o f  the contract on the next acceptable offer 
considered : 

c t o r  t h ~  p u r p w  of determlnlng the competent authorttj 11, t ~ l \ c  d 
decision on such cases a\ at sub-para (b) abmc. the poser, dc- 
lcgated ii\ pcr piir.1 l(8) (11) of the Department nt Suppl  letter No. 
h(4) G6-PI dated 22 1 1  07  c~rculd~ccl under office order No 132 
dated 8.1 2 1967 a\  amended by th:it Department letter \,) PI-5 
(4)/6b datcd l 2 6 8  ct r~datcd under ofice orJcr Lo HH dated 
5.7.68. ~ 1 1 1  appl! 

4 W ~ r h  ;I tieu 1,) \e%ttng \uch a r~ght  d\ c'>nt~mpiaied tn pard \(b) 
,113 n c  t i c  l'ollow~ng add~tiori to the eustmp cl,~:i-t 1417) 1111) o f  thr DSS&D 
hH R<\ 14 j has aI\o bccn a u t h o r i d :  

"If th: contractot had defaulted ~n the prrl'nrman.: (>i the o;ip;inal 
i. mtract. thc purshascr \hall h;tve the rtght rn ISnore h15 lender 
tor risk purchase cten though the Iaue51 " 

\p-,~ti\, attentloti of the tenderer\ should k c i r ~ ~ n  t t j  the aboke ammd- 
ITI:III h) In..orporattnp th15 CI,~UX 111 all the tender enqutrles In  bc lcsued here- 
~ t t c r  4~1 ton  I\ k i n g  taken to get the amendrn:nt tncorpxated ~n the Gcn- 
cr.11 ( ' )~l t l t l~t)n\  ol  'i'c)ntr.tit by medns ol a correctmn shp No 7 Thc amend- 
mrn: \h  MIA h: ~ricorp~rdteJ in the tender enqutrtcr 1111 the correaion tltp 
I\ prlntctl 

I[ & I f ? !  1 s )  
Ilri. Ilsp.r~lm:nt 01 Suppl?, M1ni51r) ot' Fore~gn Trade and Supply. 

NCM [);I!II \ r l ~ l l  ri'krc~icc 10 ~ tcm 3 of the minuter of thc meeting 
rccrt\c,i ss 1rt1 thar nitlnber I I I S  69. dated 4 8. I%9 and U.O. 
v,) 11)' l*-lll 71) Aitcd 3 .2  70. 

b l \ S ' I  1 



"The legal opinions that were given in this case about the date of breach 
for the purpose of 'risk purchase' w r c  contradictory. ln May. 1967, when 
legal opinion w s  sought on the question of cancellation of the contract. 
at the risk and expensc of the contractor, the opinion given was that the date 
of tldi\ery stood extended upto 15th September, 1967 and that. thereforr, 
the "cancellation of acceptance of tender prior to thc expiry of the extcnded 
delivery period would not he legally in ordcr." Houe\er, subsequently. 
in Nnvember. 1967. alier the firm had finally defaulted. the legal opinion 
H a 5  lhal "the itate of breach can be only the last extended delivery date, 
biz.. 15th September, 1965 ( ~ h i c h  was mutually aprced upon). Since date 
of brexh is o\er  his months back, therc can he no question of riqk purchase." 
The Committee hnpc that due care ~ o u l d  be exercised before legal opinions 
are g1tc.n. so that ~ h c  Departrncnt of Supply is propcrly guided in any action 
thai 11iey may cake in terms of a contract." 
[Sl. No.3 (Para 1.22) of Appendix I! to the 105th Report (Fourth Lok Sabha)] 

Action 'Taken 

Thts recommendation has been brnught to the notice of the htiniatp 
of Law. 

[ \ l in is~r j  of Supply. O.M. No.12 5 68-P 111 dalccl 3.9.1970) 

Recommrndation 



The Committee feel that a series of omissions resulted in Government 
being saddled with n supply of about 75,000 helmets, the bulk of which, 
costing Rs.4.88 lakhs, have been found "absolutely useless." 

In the first place. the spccilications e\olved for the helmets by thc 
Indian Standards Institution wcre faulty. There was a "vital mistake" 
which arose due to a "confusion.. mainly with regard to the major axis and 
minor axis" of the helmets. 

The helmets produced according to the specifications therefore turned 
out to be over-sized that "thc larger helmets could not fit nnjbody e x ~ e p t  
perhaps the astronaut". Besides, the specification permitted the cse of ther- 
moplastic material which caused ott.er defects in the helmets like $agging 
etc. It has kcen stated that the spccitications wcre dmun up in a "great 
hurry" within 15 L'aqs, as apainst 51 mcnth\ which is required on an aheragc 
for formulation of standards, but the Comnliitce fall to understand cven 
tI1c11 h o ~  a \ital and elcnlentarq dolail ikc ~ l - c  5il.e of the helmet was not 
adcquatclq in\cs~igatcd before formulating the qxuifications. It is e\en more 
regrettable the! such fa~lty~speciticatic~ns !hould ha\e been drawn up. when 
the rcquircment was in conneclion with the f merger?c},. which arose In 1962, 
and that it was left to a fc~reipn pirrty to point out. after a lapse of three )cars, 
that the hi7es evolved ucrc not correct. 

In the rccond pliicc. the fact that the helmet\ mere obcr-vre escaped 
notrce e\cn at t t : ~  kt3gE a prototjpe produced by the firm was rcsted. A 
110s; of tc\t\ lrhc "yrrformsn~c test". "pcnctr,ttlon test" and "rnflamabrhty 
lest" werc ~arr icd  O U ~ .  h t  nobod) rn\est~gatecf uhethcr the bclmets mould 
s u ~ t  \moirr  hcad-srm. I t  I \  astonr\hrnp that t h ~ r  krn~ple user s tc5t uas  not 
carrrcd out even at a wbwquent tc5t when the helmcts uere tendered for 
rnq-ectrc>n 'igatnk! thc ccm!rJct. ?he explanat~nn that "the person ~ h o  had 
trted 11 t t i ( 1 u ~ t 1 t  ~trat I I    it:^ bctrne~) was s u p p w d  to be worn cn the turbans 
or wmclh~ng elw" r* r r~pmour  but uncon\lnclng 

I h~id!!, thc ywrti~.ttron> drawn up for the yurFcw of the ccntract 
thcrnscl\c\ ~ e y . , ~ r ~ e J  In .c rrc reSr l~t \  f r ~  nl 1t.c IS1 < r e d  Ciiflc'n< frcm m b ~ h  
~hc}  were dcrl\cd 'I F,c IS1 *rec~t:cat:( n\ Fad yro\~dtd  fcr rFe hcirrets ke- 
I I I ~  fitted ~ r t h  , i t l j~ \~ .~blc  hc~1tl-l-or.ds. ~ h r  rrutl<lon ( 3 1  ~ h i i h  rnrght hate 
rcndrrcd yart o f tbe  llclmet\ 4urpl:cd ucable hut dl;c to an cmr-lcn c n  the 
part o f  !tic rrdcnt~tly! :~uthc.rir! nc ~ c i l  as tbc a ~ ~ k c r r t j  ~ h i h  prcmrcd rt-e 
rnden15, t h ~ s  was " u n f ~ r t u n ~ t ~ l )  IOSI 51gh1 of" 

Lastl). "scrrous notrre" uar  not titLcn of the ctmplarnts whrch wcre 
r ecawd  frcm tire urcrs rnrtrilll) ~ ~ I U I  the SIR of the helmcts. The tint 
ccmplnrnt was r e t r r~ rd  In January. IYtjL when onl) 1.884 hclmcts had kcen 
suyplltd and 11 would wprcur that t h ~ s  compla~nt was rectned not only b) 
t he tndcrltor but also in the Drrcctorute General of Supp1rt.r and D~sposirls. 



I t  W ~ F  only after complaints from other users started coming in that the mat- 
ter wd'i investigated and steps taken to stop further supplies, but by that 
tim: nearly 75,000 helmets had b:en either supplied or were ready. 
1s. No. 7 of Appmdix Il-Para 1.38 of the P.A.C1s 105th Report (Fourth 

Lok Sabha)] 

With regard to the omission to take serious noticc of th: complain% 
which \\.c.re received from the users initially about th: size of th: helm:tc. 
enquiries have b:en completed and re.;ponsibility fixed. I t  ii prop3stJ to 
take departmental action against the officials concerned. 
[Ministry of Hom: A f f ~ i r ,  O.M. No. 15(2) 70-E.R.(Vol.l) dated 26.10.1970j 

Recommendation 

The Committee note that the ofli:ials whr) w:rc c,~nric~teiI with the for- 
mulation of the standards are now "dead and ganc". But i n  regard to the 
other cmi&ms thal occurred. the Committec wattld likc an  invcctigation 
to be made and responsibility fixed. 
IS. Xo. P of Append)\ Il-Para 1.-39 of the P.A.C's 105th Rcport (Fourth 

Loh Sahha]] 

Action Taken 

(Ministry of Home .iffairs) 

Prellrntnar) enqulrlc, hdi: bten completed to fir responvbtllt\ for 
omtwon to relterdte In rrpl) to an tnqulr) from the DGS&I> that the hcad- 
band *as to be adjustdhle a, prmtdcd rn the IS1 spx~ficatlonr 4ctron apat- 
nct rhe o@tcers concerned IS i~nder con\id-rdtion 
[Zl~nr\tr) of Homc-4tT~1r~ 0 V No Ifil2)7O-F R (Vol I )  &led 26 10 19701 

Action 

The Commcttw alro o h e r w  that cffori5 arc uridcr u a ? .  in consulrn- 
tmn wlrh the lndcntor and the suppltcr. to render thc hclrnct\ i ~ b l c  'I'hc 
('trmmtt~ee would Itkc to be tnformed of the outcome o f  thew effcwt\ 
I5 hct. 0 4ppendrx I 1  Para 1 .lo of rtv P A.("\ 1051t-r Hcpwr ( fourth 

Lo&, Snbha)j 



(Minhtry of Home Alfairs) 

The matter is being pursued by DGS&D in consultation with Ministry 
of Home Affairs. D.G.S.&D. have floated a tender enquiry and samplcci 
received arc under their examination. 
[Ministry of Home Affairs O.M. No. 15(2)70-E.R.(Vol. I) dated 26.lO.l9?O] 

Action Tllken 

(Ministry of Supply) 

The matter is being pursued. 
[Ministry of Supply O.M. No. 12(28)/hH-P I l l  dated 30.9.19701 

The C'crnmittec note that under the terms of the ccntract. foreign ex- 
cha nge to thc tunc of Rs. 2.43 lakhs Has to be provided by Go\ernment to 
the supplier for import of raw- materials required for supply of the contracted 
goods. Pending i w e  of licence. tkc supplier was asked to use raw materials 
from his w n  stocks. The firm has now sued Government for :he difference 
lxtwecn the landed cost of raw materials today and the cost as on the 
dare of ~uhmission of tcndcr or in the alternative pay com- 
pcn~itionidi~mapes 10 thc tunc of Rc. 5.85 Iakhs. AS the matter issub 

;uciiw, tho Committee would like to reserve their comments on the various 
issues arising out ul' thk case pending the outcome of the suit. which may be 
intimatrd to rhcm. 
[SI. No  I0(p;ira 1.48) ol'Appr.ndtx 11 to the 105th R c p r t  (Fourth Lok Sdhha)] 

Action 'Taken 

The ohxr\ntlons t l f  the Publtc Accounts Committee habe hecn noted. 
[hl~n~s!ry of Supply O.M. No 12(39) 67.-P i l l  dated 5.10.1970] 



It is, therefore, essential that decisions regarding release of foreign 
exchange and issue of import licences are taken with the utmost expedition. 
in rzspsct of contracts which involve import of mstals, so that Governmznt's 
interests are nat adversely affected. The Committee trust that, based on 
their exptrience in this and other cases. Government would take steps to 
streamline procedures for release of foreign exchange and issue of import 
licence in respect of cmtracts which involve deptndence on foreign metal 
markets." 
[SI. No. 1 1  (Para 1.51) of Appendix I1 to the 105th Report (Fourth Lok 

Sabha)] 

Action Taken 

In a cabs, where the contract is placed subj'i.:~ to import assistance, 
an irnpsrl recomn~ndation certificate is issued by tile DGS&D to enahle 
the supplier to apply fo r  the import li;encc. On the basis of the application 
made by the supplier along with the i m p ~ r t  rcsooimwdarion certificate, 
the i m p ~ r t  licmcc is issud by the Chief Controller of Imports and Exports. 

As a result of recon1m:ndationi of the Viduy1ank:lr Study Team, dc- 
tai1:d ~nswuctions have b z n  issued ride Dire:toratc. Gcneral of Supplies 
and Dispasals (C.D.N. Section) ORix Ordcr No. 88 dated 1-S-1966, (Copy 
enciosd) prewibing a drill, by which delay, and bottlenecks in th: itsue of 
import recommmdation certificates arc eliminated. l ' h c s  iir~structioas. 
inter olia prmide that the imp.w-1 re~omm:ndation ccrtiiit'ate should he issucd 
along with th: c:)ntract, and if th!, i, not p,mihle. within I;)l~k-oight hours. 
As soon as thc application for the i rnp~r t  licencc i b  made b j  the supplier. 
the Auistant Director (Import & SIi~pp~ng) should p t r r m  the matter c~ther  
over the phone (I;- dcmiofliially wrth the Chief Cor~trdler 01' I m p m  & Ex- 
port, to ensure th3t the impor[ licm1c.e ir issucJ prarnp~ly. 

Inctruitlon, rcy~rdlng the ~\suc of the ~mport  rccolnmendat~or~ certl- 
ficate hare rc~terated In  131rectorate Gencral ol Suppltcs aria Ihposal  
(Coord~n~t lon .SeLtton) Koul~nc Note N o  -30 dgted 7-7-70 (( op. enclosed) 
The purchaw ofiicerl have hen reqw\tcd tt7 cnwrt  that thc it\\tru:tlon\ 

[wntalnrd I I I  t l~e abow c ~ t r d  Olficc Order ho KX dated 2-K-1900 arc rtr~ctl? 
folluued and \r<re neieh\ar?. prompt dctlon \hould ht: t ~ L c r ~  to get the 
forelen e\ctidnpe rticased h) t,iL;ing up the rnaltcr \r ~ t h  tllc rridcntor, aulho- 
ritrec concerned 

DIRECTORATk GINERAL. OF SlJPPLlES & DlSPOSfZLS 
(CO-ORDl KATION SUI'PLI ES SECTION 1A) 

NE.W IIELHI 

OFFICE OKUEK NO. Kd Dated : 2.8.66. 

SUB :-Import Trade Control Polic)~ - Inrpurr Recornmendotion Crrri/icorcs/ 
/nrprt licences-mccmrres for ovoidonce of deloy in thr i.ww of 

_ . . _ .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  



I. Instructions already exist that Import Recommendation Certificates 
should be issued with the contracts. 

11. The question of avoidance of delay in the issue of Import Recom- 
mendation Certificates and Import Licences has been examined by the Study 
Team and the Empowered Committee appointed by the late Ministry of 
lndustry & Supply. They have made certain recommendations in this con- 
nection. Consequently it has been decided that:- 

(a) Import Recommendation Certificates should accompany the 
contracts. M'here they cannot be sent along with the contracto, 
they should be issued within 48 hours. 

(b) This time limit should be strictly enforced and adherence to it 
secured through the monthly control chart circulated vide 0.0 .21 
of 22nd Feb. 66 and further modified vide Memo. No. 13 (7) j62-  
0 & M dated 25.5.66. 

(c) Applications for the issuc of Import Licences against Import 
Recommendation Certificates, where 110 list of goods are attached, 
should be submitted by the Firms direct to the licensing autho- 
rities. 

(d) Where list of goods are attached and required attestation, the 
applications should be submitted to the Liaison Officer in the 
DGS&D (AD.lS-3) instead of the I'urchasc Section. Contrac- 
tor5 should be adviwd accordingly by Purchase Section. In 
such cases the Liaison OAicer. on  receipt of the application should 
immcdiately collect the relevanr purciiase file from the purchase 
officer concerned and forward the application within 24 hours 
of the receipt of fils fr,)m the Purchase Officcr ta the Chief Con- 
troller of Imports and Exports. Thc Purchase Otticer concerned 
should ensure that the purchase file along with the list of goods 
duly attested is made available to A.D. (IS-3) immediately. 

(e)  All I rnp r t  Licsncei, requiring revalidation. amen(lmentr. c o r m -  
tion.; erc. should albo be x n t  to the Liaison Officer (-4.D.) (15-3) 
who should then take expeditious action for gctting the comrnents 
of the Purchas:. Section concerned. fic should 314,) be rc.spon<ible 
for watching the expeditious dispoul of such applications. 

Purchaw Scctron\. howeber, should a lw enzure that su2h documents 
IIL.,I.R.C' et i  rcfcrrcd to them by A D. (IS-3) are returned to him wlthin 
3 days of thelr receipt. 

(f) To enable the Liaison Otliscr (A.D. IS-3) to take action when 
thr issue or' Import Licences has been delayed the contractor 
should be asked LO gitc particulars of his application submitred 
to the Chief Controller of Imporis and Exporis in a slip in the 
forni ;l~t.iclied. This slip should he attached t ~ )  the covering 
Icricr wirh which the Impori Recommendation Certiticate is sent. 
The firms should return these s l i ~ .  duly filled in. within IS days 
frtil~ng which a reminder should bc sent to them whrch should be 
nn standard printed reminder card. specimen enclosed. 



(g) Cases whem lmport Licences are immediately required i.e, against 
indents marked "Operational"/"Expresed"/"lmmediate" should 
be specifically marked as such and brought to the notice of A.D. 
(IS-3) who will while forwarding the I.R.C. to the contractor ad- 
vise him to apply for the Import Licence immediately and as soon 
as the application is made AD(1S-3) will immediately punuc with 
the CCI& E's office and apprise the supplies Officers of the posi- 
toin. He will contact the officer concerned in the CCIBrE's 
office on telephone or demi-officially if necessary. All correspon- 
dence (including reply) in this connection will be marked immedi- 
ate. 

A11 concerned are requested to follow the above instructions strictly. 
Sd/- A. R. IYEK. 

Dy. D i r ~ r r o r  (Cdn. Supp1ic.s). 
Standard distribution. 
(On File N O  CSIA 19(15)111). 

Slip to be attached to the letter nith uhich the Import Recornmenda- 
tion Certificate is to be sent. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(Please return this slip duly filled in  wi th in  I5 days) 
I.R.C. No. Dared Recrived ort 
No. and.date or application to the Chief Controller of Imports and Exports 
Iron & Steel Controller for lmport Licence. 
NOTE :- If applirarion for irt~porr I ICP I I~P  is 1101 mode ~ Y r h i n  15 clu!ss of rlw 

receip r qf Imporr Rccunutrentk~rion C'erriflcore rlrc rilasc,n /or c le lo~~ 
shorrid b t  srarcd. 

Firm's name (r: addrcsh 
To 

The Director General of Supplies S: Disposal\. 
IS3  Section. Parliamcnr Streel, 
New Dclhi. 

REMINDER I'OKhl 

SURJECT:--T~IS Oflice A T. No. - - - - .. 
dated - -- -- fo r  the stippl! 0 1  - 
Appl~cation f o r  Import 1xcnc.c - - Ket tm 
ofShp(DGS&DNo.  --- - ) hy <:ontraclors. 

Dear Sirs, 



This is however, without prejudice to all the rights of the Government 
under the contract. 

Yours faithfully, 
( ) 

Assis rant Director of Supplies. 
for Director General of Supplies and Disposals. 

C.C. 
I .  Indenting Officer. 
2. Consignee. 
3. Progress Wing. 

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(CO-ORDINATION SECTION-I) 

PARLIAMENT STREET, NEW DELHI-I 

ROUTINE NOTE NO. 26 Date 2-7-1970 

Su~jr.c~:--lnlport  Tru& Control Policy-ltymrt Recornn~en~lurion Certi- 
f~cute/lrttport Licences Mcmtres jor awidunre of' delay 61 the 
lssuc 0J 

REF :-Ofice Ordcr .Yo. X S .  du! c i i  2-8 1966. 

Detailed In\!ructlctn\ ha\c bccn Issued bide ofice order No. 88 dated 
1-8-1966, Sor the sxped~trau\ t w ~ e  of Import Recommendat~on Certificate 
In ~ 3 4 ~ 5  ~ n i o h l n g  ]\sue of Import L~wncn .  

De\pitr the  deta~lcd Inrtrucllons refcrrcd t o  akcTie Instacces have come 
to notlcc %here there had bccn d e l a ~  In the tswc of Import lrcence as well as 
relcaw O I  forc~gn cxchangc rrwltrng tn extra cxpnd~turc .  

7 hc ( ' ~ r t ~ l n l t f l u s  o \ w r s c  th.11 i idn ic  ha? I ~ I L . ~  t i )  lhc  tirm in th15 cat 
for K~7.06 l w i t ~ s  to Irnplrt birrtous q u i l n t t t m  of non-fcrrous metals required 
for wrppl} 01' IS.! tonncs of IcaJ brosrc ~ n p ~ t ~ .  ~ ) U C  to r lx  111 the inter- 



national prices of non-ferrous metals, the firm could not import the full 
quantities of metals. even after availing of the licence in full atid the quantity 
of ingots on order with the firm had to be reduced from 152 tonnes to 101.83 
mnncs. The foreign exchange was released in this case in October. I963 
and April. 1963. the contract placed i n  July, I964 and the import recommen- 
dation certificate issued in August. IWA. The tirnelag that occurred at the 
various stapes apparently operated to the detriment of Government. The 
international metal market is a highly sensitive one, where prices are prone 
rn severe fluctuations day by da). 

It is. therefore, essential that decisions regarding release of foreign 
exchange and issue of import lit-cnces are tidien wit11 the utmost expedition. 
in respect of contracts which invohc import of metals. so that Government's 
interests are not advcr.;el! atfeded. The Commi~tec trust that. bused on 
their experience in thi.; and other cases. Government would titkc steps to 
streamline procedures for releasc of Sorcipn cxchange arid issue ol' import 
licence in respect of contracts ul~ich invohe dependence on Soreign metal 
markets. 
[S. No. I i (Para 1.51) of Apperldix I I  to 105th Report (1--ourth Lok Sabha)] 

Action Taken 

SL'IUICT:--- ProrcJ!rrr . h r  ihc* Import of (Jcr~t'rtmicnl s~arvs through t h t  
agenri of I)(IS&D 

All the Cn~urnmcnt  Organlc;ltion\ are normali) rcqu~rrd lo ohtarn 
thc~r  rqulrcment.r, of stores, cqurpmcnf ctc ~hrough the WS&C),  cxr.cpt~n 
tho= of omall \slue or tho* klongrng to the s p c ~ f i c d  categorrc5 ftw wh~c R 



direct purchases or purchases through other agencies have been authorised. 
In respect of cases where an indent is placed on the DGS & D for articles 
to be imported from abroad, a question arose In a recent case as to the stage 
at  which clearance of the Deptt. of Economic A h i r s  or  the concerned autho- 
rity. to which pnwers have been delegated for release of the foreign exchange 
involved, should he obtained. Instructions in this regard arc contained in  
para 4 of this D:ptt.'s O.M.No.l(lJ-EF(B)'57-8, dated the 8th January, 
1957. However, the position is clarified &low in relation to current 
circumstances. 

2. IS  the articles are available in India, DGTD cleararlcc will not be 
given for placing orders abroad wholly or partly. However. where DGTD 
clearance has been obtained for the import the indenting parties ip so facro 
know that the purchases would involve foreign exchange. In those cases, 
they should arrange for obtaining the sanction of the appropriate authority 
for release of thc foreign exchange involved hqfore they place the indent 
with the DGS&D. I t  is on the hasi.. of such a foreign exchange sanction that 
the CCI&E will iswe import licence. 

3. In rcipccl of the rndents placed w ~ t h  the DGS&D. v, here the lattcr 
find5 i t  neccwir? to arrange for irnp1rt5 fr..,rn ahroad or t v  p: nrde suitable 
fore~gn cxchangc for the tradcrs rn lndra for suppi!, of the equtprnent stores, he 
would hc I'rce to rclcr the ~nticnt back to the ~ndcntor Tor o h : ~ ~ n ~ n g  the 
w w l o n  of ihc approprlatr aiilhtrrrt> for rslcase ol foreign exchange 
invol\etl, unlc\\ hc I \  i n  a position toacco.nrnodate the fore~gn exchange 
ncdcd from ~ r r t h ~ n  :hc f$)rc~gn exihalijii. :~llocation\ placed a! h ~ s  disposal 
per~odrcallj I;v rncctlng CI \ I I  lndcnrz of \rn,lll taluc irpto Rs.10.01W) in h c h  
case .~nd elwntial I)rlcrlLsc Inclcnt. up\,. Kc O.(XM) In c x h  caw. I n  respect 
of \urh Import\ ,irr.rng<J h> thc OC;SS.ill I,>r w h ~ c h  !hc Iorcrgn exchange 1s 
locatcd t)! r l l ~  LXiSbI) fr ,m thc n l l (~s t~c \ r , s  placed at drc.pnwl, he 
furnidwr tu thc C'C l&f "Iliiptvt Rxomrneniiatron Cert:liczte" for each 
accepted ~tvitr,ic\ on thc ! u u >  of u h i , h  thc actual Import Itccwe\ arc i ~ u e d  
to the partie< 

Sd '- 
( S .  N. VATHCIR) 

All 411r11\11rcs I)<ptr\ of thr Gtnt  of lncf1,1 i u ~ i h  I0 5parc sop~cs  each). 
I (' IP.. f;v ~nt'tvrn,irrt~n to thc D.G.S. K: D . Neu Dclhi. ( w ~ t h  20 

spi r t  co[vc\L 

( S .  N. MATHUR) 
(:ni/rr Srcrrrur, to rhu Gor.ernmcn/ of India. 



Recommendation 

The Committee are unable to  understand how a price preference clause 
was included in the contract in this case. A clause of this nature is incor- 
porated in a contract when a higher tender is preferred to a lowcr acceptable 
tender, in consideration of more attractive delivery terms offered by the higher 
tenderer. The clause then serves to protect Government's interest in the 
event of delay/default in delivery by the contractor. In the present case, 
the period of delivery offered by the higher tenderer. u ~ t h  whom the contract 
was placed, was longer compared to the lower tenderer. The representative 
of the Department of Supply admitted during evidence that. i n  these circum- 
stances. the incorporation of the clause i n  the contract was not very 
appropriate. 
[SI. No. 14 (Para 1.68) of Appendix 11 to the 105th. Report (Fourth 

Lok Sabha)] 

Action Taken 
Noted. 

[Ministry of Supply O.M. No. l2(17)/68-P 111, dated 6-1 1-19701 

Recommendation 

The Committee, however, observe that the legal opinion given t o  
Government. is that, thoush the clause was not "attracted" i n  this case, it 
was still part of the contract. ah the clause was part of the tender conditions 
which the firm accepted uhilc submitting their tender. Houever. when the 
acceptance of tender was conveyed. the firm ohjwted to the clntrse and rc- 
turned the acceptance of tendcr. stating that there was no concluded con- 
tract. As a result, Government had to purchase the stores from alterna- 
tive sources at an extra cost or Rs. 60,200; the liability for thisamount ha\ 
been contested h) the firm in a court. The Committee would likc to he 
apprised of the outcome of this caw. 

[S.No. 14 (Para 1.03) of Appendit 11 to the 105th Report (ITourth 
Lok Sabha)] 

Action Taken 

Reference. In t h ~ s  connectton. 15 tnvttcd ptra 2 of tht\ M~n~\ t ry ' s  
Supplementary Note ri)rudrded to the Lok S.lhh.~ kcrctarlat i ~ c l ~ ~  tht, hl~rtl\- 
tv's O.M. S o .  12(17) 68 PIII, dated the 2nd Aprrl, 1970 uhtch re;iJ~ a\  
follows:- 



In the Committee's opinion this case indicates that the official(s) who 
waslwerc responsible for finalising the contract was ignorant of the impli- 
cations of the provisions included in the contract. The Committee trust 
that instances of this kind will not recur. 
[S. No. 15(Para 1.70) of Appendix~lI)o,the:l05th Report (Fourth Lok Sabha)] 

Action taken 

Necessary instructions have been issued for the guidance of the Pur- 
chase Omcers in the Directorate General, Supplies and Disposals, vide Ofice 
Order No. 20(B), dated the 1st June, 1970 (Annexure). 

[Ministry of Supply O.M. No.]?( 17)/68-P I l l ,  dated 61 1-19701 

DIRECTOKATF' G E N E R A L  OF SUPPLIES & DISPOSALS 
(CDN-2 Section). NEW DELHI-I 

01-.FIG E ORDER NO. 20 ( B )  Dated 1-6-1970. 

The price prcfc~wwx pcnalr clause is usually to be tncorporated in the 
contrxts &here the lower ~jffCrs are ignored on the grounds of unsuitable 
dcl~kcry. The circurn\tances i n  which price preference clause is not 
to he incorporated i n  conir:ictb even i f  l w e r  olfers are ignored are detailed 
in  para 7.3 of the a b w c  cited ofice order. 

2. The Puhl~c Accounr\ Cornrn~ttce c,lrnc acrow a caw shcrr  the pcrrod 
tlcl~\cr> offered by the h~ghcr tenderer. H tth whom the contract ma\ placed. 
\\:I\ longer 2. ~v111p~red 1 0  the Io\tcr tenderer. T h e ~ r  oh\enat~nn\  are as 
untlcr .- 

" l 'hc Comrni[tec are unable to undcrcti~nd how a price preference clause 
was included In the contracr in this case. .A clausc of this nature 
is  incorporated in a contract when a higher tender ih preferred to a 
lower acceptable tender, in consideration 01' more attractive dcli- 
\cry tcrms offered by the higher tenderer. The C I J U X  then sencs 
to protrcr Govt.'!, intercst in the cven! 01' delay dstUult in delivery 
hy the contractor. 111 the present caw. the period of deliwry 
offered b) t hs higher rcndcrer. R i t  h %horn the contract was placed. 
wa\ longer compared to the l o w r  {enderer. In the C'omm~rtee's 
opin~on thib case indiwtcs that the o!licial(s) wh,) was were re>- 
pcmsiblc h r  finiilismg the contract was ipnorr~nt of the implica- 
tions oS the provisions included in rhc c~.wtrilcr. The Commitlee 
trusl [hat Instarices of this kind wi l l  not recur." 



3. Needless to emphasise that such stipulations in the contract create 
a lot of legal complications when the suppliers fail to make the supplies by 
the agreed delivery date and the question of enforcing the price clause 
arises. 

All purchase oficers/sections are requested kindly to keep the detailcd 
imtructions contained in above cited office order, in view beforc incorpora- 
ting the price preference clause in the contracts. 

Sd/- 
D. S. DUGGAL. 

Dy. DIRECTOR (CSI) 
STANDARD DISTRIBUTION 
(On File No. CDN-2,8(11),1170) 

Cop) to:-CDN-5 Section u ith reference to their Memo. No. CDN-514 
(16)i70, dated 13-5-70 Item is (1.70 r c lm) .  

Recommeodrtion 

"The Committee consider it unfortunate that a firm "fraudulently" 
obtained advance payments amounting to Rs. 2.84 lakhs for wpplies which 
\\ere not effccted b, it. The pa!,nients were ni:ide on the balis of claims 
which bore referrnzz to RaiI\\a> Receipts under which thc \tc:rc.s were pur- 
por~cd to have bt;n de\p:tchcd. hut, on investigation. i t  turncd out that the 
Railway Receipts had not been sent hy the firm to the consignees to enahle 
them to take de l~ \e r i  of the stores. The matter came to nolice, uhen I out 
of the 66 corlsignees defrauded complained. 7 his i h  riot ~ h c  o ~ i l  case w hich 
has come tu the notice of the Committee. I n  [heir fir31 Rcport (Fourth 
Lok Sahha). thc Cornrnirtce had cumnicntcd 011 s caw \rhcre a firm had 
fraudulcnrly ,iSraincd acibancc payments amounting to about Rs. 1.85 crores 
against 5upplit.s of road-rdlcrs N hich uerc not made by them." 

"The Ccmmittee appreciate thar. \i.h~lc the magnitude of the fraud 
involved in t l ~ c s  caws may he large i t  does not warrant the stoppage o f  ad- 
vance paymmt !'xililies ~ h i c h  are being extended to firms. The represen- 
tative of the l)cpar~mcnt of Supply poinled out t u  the Commiucr that. during 
the last 23 )ears. there hvbe k e n  "cd) ,  36 cascs" of this tbpc, inbolvrng 
a total sum d Rs. 2.73 crorcs, which \iorks out to 0.04 per cent 01' the total 
purchases ma&. But the C'ommtttce do feel that the proccdurc5 c \o l \cJ  
on the hasib of these cascs need to he iniplemcntcd promp~l).  How lard! the 
implementation ol'thc proccdurcs has been, ~ o u l d  be widcnt t'rc3m the facts 
of the present case. 7 he procedurcc~olved p r o ~ ~ d e s  for the Pay and  Acc- 
ounts Officer sending a deb11 intimation memcmndum after making pn!ments 
to a firm. There were as many as 66 consignees. wlio received these i n t i -  
mations in this case. but only one complained and i t  was htc complaint 
which. on inves~igation. brought to ltpht t h ~ s  fraud. In the Cornm~ttcc's 
opinion. t h ~ s  suggests that neither thc Dirrclorate Gcneral of Supplrrs and 
Disposals nor the consignee progrewd the contract in this calc ~ i t h  vigilance 
or alerlncs. }lad they done that. the fraud might well ha\e ccmc t(1 light 
earlier. The committee hope that instructions would be issued to e~lsure 
that the retised procedures cwlved to stop cases of fraudulent payments 
of this type would be strictly enforced. The Committee would also like 



Government to investigate the circumstances under which the consignees 
in this case failed to progress the contracts and to take sui~able action therc- 
after." 
[SI. No. 16 (Para 1.90 and 1.91) of Appendix 11 to the 105th Report (Fourth 

Lok Sabha)] 

Action Taken 

The in \ t ruc~~ons  regard~ng progressing of indcnts and supply have 
been rcltcrated 111 Office Order No. 5. dated 1-1-1970 (copy enclosed). 

As a f ~ r i h c r  measure of safeguard, the Pay & Accounts Officer is m- 
quircd LO oixain ;: confirnlation from the con5ipnee within 45 days, of re- 
ceipt of store> in l'uil or sllort +upply. The C'hicf Pay & Accounts Oficer has 
been requested in I his ofice letter No .  CDN-3,i 1 ;(21 ),'II/67. dated 30-5-70 
to rrisurc that the proccclure now e \ d r c d ,  to stop cases of fraudulent pay- 
ments, is strictly enforced. 

As regards thc \!~gpe\tion ol'the Ctlmmittee that the Government should 
investigate  tic ci~~curnstanccs under which the consigt~ees. in this case, failed 
to proprt>s the crrritract and to take suituble action thereafter. the matter 
i s  being taker1 I I ~  u r ~ h  ;Ire Indentrng Departrnents:Minis~ries as to why the 
c~~ii.,igticcs 1'3ilcu to progrchs thc itrrltract and report the matter to the 
11.G.S. & D. 

[411ni\1ry of Supply O.CI. No. P.111-l2(1?) O X ,  dated 11-1-1971] 

DIRTCTOK/lTE G E N E R A L  OF SL PPLIES & DISPOSALS 
( <  [IN-I  St C-I lo\) PARLIAMENT STREET. NEW DELHI 

Oflice Ordtr \o. 5 DcrieJ. 1 - 1 - 1970 

7'11, instructions 011 tl:e \uhjcct a\  current on 31-12-1909 are rcpro- 
duccd hclou Ibr tlic guidance of 311 conxrncd. 

( I ) Prr .4 1' Progressrn.q 

Pre A T pr[~prc\~llig wcrlr \+a\ takon ahay from hopress W'rng In 
Dcicmbcr. 19hS. Since ilicn 11 I \  the rcsponsih~ltty of the respctne  Yur- 
cha5c Dlcs to evwrc c.\pcdli~ou\ cotcrape of the ~ndent:, rrse~bcd h> them. 
\. ar1cws controls nicawrcs 14 h ~ c h  arc ncccwir) to criable the purchase oficcrs 
exerct4c control arid lo insurc ttliit no indent IS last s~plit of and that pro- 
per planning and iictlon is tuhen w~thcut &la>. ~ o u l d  bc as under : 

(a) Thc as..istlint Director (T. E. Cell) would preparc an abstract 
of all thc indents pending with htm cvrry day as per Appendix 



22 of the Study Team's Report. The abstract will have to be 
checked by the Director who would sign it in token of having 
checked it. 

(b) Every Purchase Officer has to maintain a daily control chart 
as recommended by the Study T&m. This control sheet will 
have to be filled in daily by every Asstt. Director in respect of  
items with which he is concerned and put up the same day to the 
Director for information and instructions. 

(c) All Purchase Officers would be required to keep a record of all 
the pending indents falling within their purchase powers, in the 
pro-forma prescribed and should be responsihlc to maintain the 
informat~on therein upto-date to ensure expeditious coverage 
of indents. 

However. progress wing will also continue to do selective Pre A T  
progressing in respect of all cases of dela! reported upon by indentors and 
items discussed in the Defence Coordination Committee ~neetings, monthly 
indents revieu meetings etc. 

(0. 0. No. 129. dt. 20-11-1965.0. 0. No. 110. dl. 24-9-1966 and Para 
275 o i  DGS&D. Manual of ORice Procedure for Supplicb. 
Inspection and Dtsposals I969 cdit~on) 

Progress W ~ n g  after re-~rg~intsdtron h,i\ k e n  r n ~ ~ n l !  r c q m \ ~ b l e  
for Jrertrunrng the caue*  of deldj In \upidle\ and render J\\t\rance H her- 
e\er necessar) to ensure i~mel! wppl? of \itsre% \ I \  r c z p c t  01 \ I I C  tdIt\*113g 
d e c t n e  categor~es, of contract\ 

( 1 ) Rate Runnriip Contr,ict\ 
( 2 )  Operatrundl Urgent Contract\ 
( 3 )  Contnct> uhere arsr\t:lncu 01  rd% 1ii~te11.11\ I \  rcqurrci! 
( 4 )  Contrash agaln\t Work\ Progrminie rnde~tt\. 
( 5 )  Contracts for cr~tlcal Item\ of requrrerncnt\ of Iklencr R . I I I N ~ ~ \  

and of the Po\[\ h relcgraph kpsr tn icnt  
(6) Contr,rcts for dewlopmental Item\ 
(7) To a.iclrl fwm> In the cad)  prtwurement of r.r\t rn*tcr~.~l\ p.rrl~ 

cularl) &here ttic Jehber> 15 Jcpendcnt on the rccclpt c i l  t t~cw 
rau mdter~als 

( S )  Where propre\\ advance pa!n~en~\ dre . ~ u t l r ~ ~ r ~ \ e J  
( 9 )  Where slandard pajmeni term\ dre rcla.rcd 

t 10) Where value of ~ndrb~durtl order euecd\  K, 31 I,rhh\ 

Suppl? order>. placed again\! thc Rate Contrast\ ~nbolttng rtlrxatton 
b f  pajment terms, are howeber not t i )  be prngre\$cd lrkc other order\ In \ tea 

the lolloulnp reason5 : 



puynlent which is in vo for all such contracts tor a very long 
time. As such the rno i"= e of payment as authorised is not to be 
construed as relaxation in standard terms of payment. 

(ii) Against the P. 0 .  L. contracts, no supply orders are normally 
placed either by headquarters or by regions. All the supply 
orders are placed by the various consigneees who are declared 
as Direct Demanding Officers. 

( i i i )  No progressing can effectively bc made by headquarters or by 
Regional Offices according to office order No\. 43(A), dt. 25-5-67 
and 86. dt. 14-8-67. in view of the fact that no copy of any supply 
order placed by any of the D. D. 0 ' s  is endorsed to the Progress 
Wing for necessary chaing. 

(iv) The Rate Contracts involving relaxed payment terms are about 
46 P. 0. L, and Gases contracts. The number of supply orders 
against these Rate Contrxts i \  colossal. The magnitude of the 
Progress Work can be guessccl by innumberable despatch ad- 
viccs sent by progress Calcutta against the Kate Contracts for 
Gases with M'L Indian Oxygen. Calcutta. Thee despatch ad- 
viccs relate to small consignments of one or tuo Gas cylinders 
supplied by the firm to numerous consigi~uc\. The job of 
progressing such orders is not fcasiblc. 

Wh~le the usual !ash of the \ubn115\1on of monthl) reports h! the 
Rars Contract hold~ng firms ma) conilnue In rcqxct of 'ill r\pe\ o f  Kate 
Conlr ,~~t \ .  11 H I I ~  0111) be 111 ca\e of an) hold-up uh~ch I \  brought to the 
riotrcc ol' P rop\ .*  W~np erthcr h Purchaw lhrc~torarc\ or It\dentor\. 
the J. f- 0 ~ o t ~ l d  he rcqorred to chaw thr contrdct ~ n t l  \uh~nit a repc)rt b) 
a st~pul:~tcd ditc I hc ~ n d ~ \ ~ d u a l  cornpLi~~~is from ihr I )  f) 0 ' \  N 111 hou- 
ever, tw looLc.d Into . I \  at  present h) [ti:. ~onserned Iicld ~ ~ t t  

In order to cnsure proper cmmi~not~on hctwccn tlic I N  n lirld aze*icrc\ 
thc followtng drtll h,i3 hctc~ prtxr~hcd 

(11) A progress report iw tbrm DCiS%lLI)I  a< p r  Anncxure 'A'  
Ir to bc subrntttcd h) thc Inspector J Z 0. 



(a) Contracts against which DDG(1) is not the inpccting authority 
such as contracts for which inspection is by Defence Ins- 
pectors; 

(b) Contracts against which initial inspection has been abanden- 
ed and stores are being accepted under manufacturer's 
warranty ; 

(c) Conctracts against which inspection has been entrusted to 
the consignee ; 

(d) Contracts relating to imported goods ; 
(e) Contracts where supplies have been offered from stocks. 

( i v )  The following procedure should be followed in the field progress- 
ing. 

(a) Frequency of progress reports required from the Inspectors/ 
J .  F. 0 ' s  should he clearly laid down hy the Directors of 
Progress at Headquarters either category of indent-wise 
or indentor-wise. For example in respect of Operational/ 
Urgent indent it may perhaps be necessary to haw a fort- 
nightly. progress revicw, while it may not he so i n  reqxct of 
other category of contracts. Siniilary, the periodicity of 
the cxtrscts from the progress reports to he pnwd on thc 
purchase Officer has clearly to be indicated. 

(b) Purchase Sections \\auld endorse three copie.s of each con- 
tract t o  the Asstt. Director (Progress) a[ tlqrs.,'Regioti< 
duly categorised. I t  would hc the rc\ponsihility of the 
Purchase Officers to ensure that t hc category o i  the contract 
i. P. 'A' or 'B' or .C1 ctc.. on the copics sent to the Pro- 
gress Hring,Cell is invariably stamped on the right hncl  
corner hy a rubber stamp. For this purpcw rhe follou~np 
uould be the standard code of categorisation. 
(Al Operational! Urgent contracts : 
(0)  Contracts for critical items of requirement of Ilcfencc, 

Railways and P & T: 
( C )  Contract3 for de~eloprnental sLore4: 
(D)  Contracts against Works Programme Indent$; 
(E) Contracts uhcre supply is dependent on receipt of raw 

materials:imported components/approval of adlance 
sample ; 

(F) Contracts against which standard terms of payments 
are relaxed ; 

( G )  Contracts exceeding Rs. 30 Ltlkhs in value : 
(H)  RateIRunning Contracts ; 

( I )  All other unclassified contracts. 



The Asstt. Director (Progress ) at H s,/Regions would on receipt of 
three copies of each contract from the ~urc%ase sections segregate the same 
region-wise and would ensure that the contracts received by him are duly 
categorised and if there are any commissions in this regard, the same are 
brougfit to the personal notice of the Director of supplies concerned and 
needful got done on the spot. 

Under this system each contract item will have two sets of progress 
cards-one incorporating the odd frequencies of reporting and the other 
incorporating the even frequencies of reporting as per form No. 201 (Annexure 
.A'). 

These cards would be in different colours as under. 
For Defence contracts-Pink 
For Railway contracts -Green 
All other contracts --White 

'The Junior Progress Officers would prepare two scts of progress re- 
ports, each in duplicate as per form No. 201 for each contract item. Based 
on the category of the contract. the Progress Branch will indicate the frequ- 
encies of progress report by a rubber stamp on each progress card. Two 
sets of each contract duly tagged with two scts of progress repons for cach 
item shoi~ld then be passed on to the Regional Progress Cell, in whose area 
the suppliers t i l l .  with a covcring D. 0. letter to DD (Progrers!,'A. D. 
(Progress) concerned. 

Howcver. in  case of contracts involving erection, the following pro- 
cedure is to be followed:- 

( i )  Whcre A/Ts stipulate erection to be carried out by the Contractors 
and thc inspection for both ; initial and final stages ; to be carri- 
ed out hy our office. one set of card will sufice--which will be 
sen! to the tinal inspection authorities for necessary action after 
i t  is recel\ed f'rom the initial inspection authori1ir3. 

( i i )  Whcre the A;Tr. stipulate for thc supply of plants on!? by the 
contractors and the ercction to be carried out by the consignees 
then~selves. one set of card only is required to be prepared and 
and sent to the initial inspection authorities. As at this stage 
our responsibility ceases so far as progress of supplies arc con- 
cerned, we may treat such cases as closed. 

(c) The Deputy Director (Progress), Asstt, Director (Progress) in the 
Regional Othce should persue all contracts received at the dali stage and 
get the same segregated in two parts -one where progressing is lo be arrang- 
ed through the inspectors and the other where field progressing is to be 
entrusted to his own J. F. 0's. He would then ensure transmission of copi- 
es of contracts along with progress reports meant for the Regional Inspec- 
tors to them. without the least delay. and make allocations to his own field 
staff in respect of contracts to be progressed by his own oflices. The Ins- 
pectors will ensure that field progress reports are submitted by them in accor- 
dance with the frequency laid down for each category of stores, copies duly 



endorsed to the Director Progress (Defence)/General, DGSBtD .Hqrs., 
New Dclhi, in respect of contracts emanating from that office in addition 
to the Regional Asstt. Director (Progress)/Dy. Director (Prog). concerned. 
In respect of contracts emanating from Regional Offices such progress re- 
ports need be sent to the Regional Progress Officers only. 

These progress cards will be shuttled between the Regional Office in 
which the firm is located. and the office from which the A/T emanates at 
regular intervals. To eliminate any break-down in the shuttling 
system in account of personal factors and postal delays, each contract will 
have two sets of progress report-one incorporating the odd frequencies of 
reportingand the other incorporating even frequencies of Reporting so 
that at an% given time one set of report is always available with the concern- 
ed Progress Oficer,'Field Inspctor,'J. F. 0. Working details in regard to 
shuttling of these progress reports will tre formulated by the concerned 
Director of Progress and al! concerned advised about the same. 

(d) The J. F. 0. must visit all the firm assigned to him in rotation at 
least once a month so that no contract on any firm requiring progressing 
was left out. He should so plan his visits chat he is ahle to cover at lcnst 
5 to 6 firmi; every day. He should prepare hi> weekly programme i n  ad- 
vance on the last working day of the week for following week. and have 
i r  approved and signcd by the Asstt Director (Progress),Dy. director 
(Progress). He should also maintain a dai!y diary which should bc seen 
hy the Dy. Director (Progress) .Asstt. Director (Progrew) e\wy week. 

(e) Progress of supplies apainht all contracts cwecding K b .  30 I;~khs 
in value and contracts where sbndard terms ofpa)rnetit habe bccn relaxcd, 
should h: personally watched by the Director of Progresb concerned In res- 
pect of G Ts from Hqrs. and the Regional Dirrctos i n  respcct of :2 P s  ctnanot- 
ing from their office. 

(g, Ttx progress report\ whrnr~ted h thc J t'O\ Inrpccro~ s .  \ I I O ~ I  Id 
be computd  and a n a l > d  by the JPO\ and 11 \ r i l l  be t lwr rrspon,rhilt~y 
to ensure that urnel) ~nformat~on 15 p.iwxJ on to thc Purchiiw Oflrci.r\ 
dbout the iuppl? p s ~ t t o n  through \ D (Progress) [)I) (Prngres\) crmccrn 
ed. I t  ~ o u l d  alro he thetr rc~porirrbtl~ty to prepare b! the 3rd of cjcr) 
month firm-WIW I15ti .  I~sttng c ~ c h  conlr.ic1 pldccd on a parrrcular h r ~ n  In 
\rh~ch the dcli\cn p c r i d  rra5 due to etprrc durlng that pdrl~culdr nlmfh 
and 10 ensure that progre\\ r c p j r t ~  In r c w c t  ol '111 wch contract\ Herr rc- 
ce~ved from thc lnrptztor\ JFOI in good umc 

(h)  Cases uhrrc r t  I \  reporred that suppi) rr, betnp delayed duc 10 
acllans pending with the purchaw ot3cicc.r should be highhghted to thc con- 
cerned Director of Soppltc\ by a D 0 rcfcrcncc 10 h ~ m  from thr D~ra ' tor  
of Rogress Dj Dirwtor {Progrcs,) conc~rned. 

( I )  Ad-hoc enqulrres compia~nts, ahout delay in supplwr or ~~clr , .  
supply should be roughly ~nvcstrgatcd b) the Progrew O f f i n  through 
the concerned field sWT. The Progr t~s  o n i c ~ n  wdl be primarily responu- 
blc for thc uorL. 



(j) Information contained in the progress cards will be posted in the 
progress registers which will continue to be maintained in a simplified and 
modified form, so that at any time, a complete picture is readily available. 
Intention is to gradually abolish these progress register and change over 
to a cardex system in consultation with the system expert. 

(k) With the mechanisation of the Statistical Branch at the Hqrs., it 
would he possible for them to furnish firm-wise lists of contracts against 
which supplies may be due in a particular month. They would also be in 
a position to indicate the position of supply quality-wise at any particular 
time against any contract. 

(0. 0. No. 15, dt. 1-2-1968, 0. 0. No. 33, dt. 6-3-61), Paras 276 to 
278 of Manual of Office Procedure for Supplies, Inspection & 
Disposals 1969 edition, 0. 0. No. SA, dt. 1-2-1969 and 0. 0. 
NO. 58. dt. 19-1 1-69). 

(1 )  Main Progres5 Wing at 1)clhl H I I I  have three dlslrlct brdnchel; 
as under. each under the charge of' a Deputy Director (Progrec5). 

( 1 ) Progrcts ( I>cfcnce) 
( 2 )  Propre+\ (K.11Iwag) 
( 3 )  f'rogre\\ (Gcner,~l) 



ANNEXURE 'A' 

PROGRESS REPORT 
GOVERNMENT OF INDIA 

Ministry of Works, Housing & supply. 

Office of - - - - ---- 
I. Acceptance of Tender/Running Contracts No.------ dated- -- 
2. Contractor's Name and address ---------------- 

The supply position against the item as on the date of this report i s  
indicated below :- 

Pre- Production Stage 

(a) ~ o t  yet planned for production on account of : 
( i )  The firm have a hemy back-log (state quantity and dale upto 

which they are likely to be hooked); 

(ii) The firm not taking thc contract seriously: 
(iii) R ~ H  materials not in stockiarranged : 
( i t )  Imported components not ordered received : 

(v) any other handicaps (mention hr~efly in General remarks); 

( b )  Manufacturing difficulties: 

( c )  Technical particulars no1 clear; 
(d )  hfachinery breaii-down 

(e) Labour trouble (indicate period in ueehs): 

( f )  Approval of bulk manufacturing sample awaited since; 

(g) A ~ a i t i n g  clearance from the Inspeclor of the ra% material~cc~niponetits 
tendered for stage inspection since. 

(a) Stage of manufacture (pcrccntage). 
(b) H ' k n  expccted lo be put up for ~nrprct~on (dates). 

(c )  Lib,:!! rate of product~on (?Jumhcrs pcr month); 

(d) Likelj date of suppl) (date) 



(b) Stores inspected and passed out awaiting despatch (reasons); 
(c) General remarks. 

Signature of Inspector/J. F.O. 
Station 
Dated --------------- 
Copy forwarded to :-- 

(1) Director Progress (Defence/General), DGS&D Hqrs. New 
Delhi. 

(2) Dy. Director (Progress)/Asstt. Director (Progress) in the Offie 
of DS&D, Bombay/Calcutta!Madras/Kanpur. 

(3) lnspection/~rogre;s file. 

llcm No. 

1 Report 111 Report V Report VI1 Report I Y  Rcpon X I  R e p r l  
_ "  -----_--- - _ - -  -- - - _ -  - _  L 

11 Repon I V  Rcport V I  Report L I I I  Report \ Kcport XI1 Rcmrt 
--- - - - - I -_ __  _ . _ - ___  __- - 

"The Commlttc: note that In the prewnt ca5e. court prmeed~np\ have 
~ni~tlrtcd, on thc b3 , I \  of tnvc~tigations conducted b) the Central Bureau 
of In\c\tlgst~on The Commtttee would hkt to be apprlwd ofthe ourcome 
uf the procccdlngs,, as, also the p r o g r e ~  made In the rwmery of ptr?ments 
from the firm". 

(SI. No. 1 7  (Para 1 . 0 2 )  ol' Appendix 1 1  to the IO5rh Report (4th Lok 
Sabha).] 

The prtxwdlng\ 111 rhc court urr slill pcnd~ng. Thc Ccntral Bureau 
of inwutigut~un have horrever rcportcd that the tirm has deposited all the 
monq mvolved in  this casc kith the court. 

[M~n~strq of Suppi) 0. M. No. P I l l  -12  ( 1 3  68 dated 21-1-1971]. 



Fsrtber Information 
Central Bureau of Investigation has been able to secure conviction 

o f . .  . . . . . . . . . . . . . . . . . . . .par tner  of  ... . . . . . . . . . . . . . . . . . . . . in respect 
of one of the cases relating t o  Running Contract No. BOM/PBI/RGC/556/ 
PAOB dated 9-6-1967 filed against the firm. Judgement was pronounced 
on 29-1-1971 and  the accused was found guility on  all the three counts and  
u a s  sentenced 3s follows :-- 

( I )  O n  the first charge under Section 420 I .  P. C .  to R.I. for 2 months 
and fine of  Rs. 10,000;- o r  in default 4 months R.1. 

( 2 )  On  the second charge to  3 months R . I .  and a fine of  Rs. 15.000/- 
or  in delault 6 months R. I .  

( 3 )  On the third charge to  one month's R. I .  and a fine of  Rs. 5.000j- 
o r  in dd:iult 2 months R. I .  

(4) 'I'he amounr 01 '  Kh. (>?.>;I - deposited hy the accused in  court 
and which  as ~ n \ a l \ e d  in the case \+a> ordered t o  he paid t o  
the Pay and  r Z c c o ~ ~ n t ~  Ofliccr. Homh;~?. 

The other 'ax5 h a t e  kc11  s t , ~ j e d  .ind the n2\[ 11.11c 01 hcar~ng  \+auld 
he i i \ d  af'rer thc apperil referred 10 a h n e  h ; ~ s  been tfccrded. 

i he C ornml'[:c clhwr\e t h t  .I wr re\ 0 1  dcI,i!\ or iurrcd 111 t111+ L A W  

I  in I r I n  i n  ~ i i  I r - I  I t 1111- 
ecror,itc C r w c r ~ l  111 Sl~ppllc\  drid I>~\pcwlf\ In Jut).  I L W .  I hc l h r c i ! , ~ r  itc 
1 ,  r 1 r to c ~ n ~ l u i l e  tile c,m[r.ict for t11c coriipi)lwlt I ~ C I I I .  
111 r l i t  tnilcnt arid tj! thc trrnc ( h i \  \r.i\ donc  rhc f,~rcrpri C U ~ I J I I ~ C  ~ I I C .  
t l a n d  \ , d ~ d  for a !cx.  had I ~ p d  4 s  ;I r c \ i ~ l ~  I hc 11r11i c o ~ ~ l t i  !lot he p r o -  
\ ~ d ~ . d  ul th  rhc requlbtre ~rnpcwt l~ccncc ~mnicc i~ ,~ tc l \  ,~ l re r  ~ < r n c l ~ ~ . i i o n  0 1  tllr 
conlr,izt ~n Oiidwr. 1962. r h e  ~ n d e n t i r ~ g  J I ~ I ~ O ~ I I !  5 4 3 %  .tpp.trcntI! r ~ o t  
a u a r c  of the prclbl\rons 4 the la~csf order* rc la t~ng  lo \ , i l d ~ i >  ol toretpn 
cxcharig: ~.fnct i i )~i \  drid rc\uIl lur lhsr  tlnic was IO \ I  111 corrc\pcwdcncc 
1111 In \ p a l  t906 11 \t.it \CIIW t h t  r t ~ . ~ I ~ d a ! t , m  <>I  he old W I I L I ~ O O  IN t o r c ~ g n  
exctiang: u ~ s  necc\ur! I he r : ~ . ~ I ~ d . i t ~ o i ~  tooh ,i lui thcr  p c ~ 1 1 ~ 1  of \ I \  I I I ~ H ~ I  h >  
and h! the ume the hrrn ~0~113 bc p r o t d e d  u ~ t h  Inrpart I I ~ W L C  ( I  c h r l l . ~ ~ .  
1967) ~ h r  prtie of lht. .@ore l ~ d  ' r \ c . t l ~ ( r d  111 tcrrri\ of lhc ioutr.tcc h? 
1 .Oq l.+Lh> b h ' i ~  I >  mire i c g r c ~ r ~ b I c  I \  I ~ ; I I  i I c 1 . 1 ~ ~  , ) I  ! h ~ \ t u ~ l ~ r  + x ~ w r c i l  
In prtn:cd~ng J L . ~ X  rclat~rig 4 rcqiitrclncrlt 111 !tie I?cfrrlcs S c r \ ~ c c \ .  



cmphasised the need for suitable procedures to eliminate delay in release of 
foreign exchange. The Committee hope that the matter will be kept 
continuouvly under review, so that bottleneck at  the stage of release of 
foreign exchange and issue of import licence d o  not adversely affect Govern- 
ment's interest vis-a-vis contracting parties. 
IS. No. 19 (Para 1.102 and 1.103) of Appendix i l  to the 105th Report 

(LV Lok Sabha).) 
Action Taken 

'The reasons for the various delays that took place were explained 
to the Public Accounts Committec vide paras 1.97 t o  1.101 of the Report. 
The observations made by the Committee have been noted. 

In  a case where a contract is placed subject to import assisrancc. an 
import recommendation certificate is issued by the DGS&D, to enable 
the supplier lo apply for the import licence. On the basis of the applica- 
tion made by the supplier along with the import rccommendation certifi- 
cok.  thc rcqi~isitc import licence is issued by the Chief Controller or  Imports 
and tlnports. 

As a result of the rccommcndations made by the Vidyalankar Study 
Te:rm, detailcd itistructions Mere icsued lide DGS&D 0. 0. No. 88, dated 
the 2nd August. 1966. prex.riblng the drill for eliminating delays and bottle- 
necks in the ibsue of Import recomrncnda!ion ccr~jficates. These instructions 
iu/rr.-riliu prwidc [hi l t  the Import recor~~rnendation certificate should be 
I M J C ~  d o n g  ~ i t h  thc contract ;~nd  if t h r \  Nab not possible uithin forts-eight 
hours. As soon 11s an :ipplic:ttiori fo r  import licence is made by the s u p p  
licr. 4\4\1;11it I)~rcctoi. Ilrnporr & Shipping) should purhue the matter. either 
okcr I he phone or &mi-otiiiiiillj. ui! h [tie Chief Controller of Imports 
;lid t.xport\ to cnwrc that thc import lrccncc i\ ~ \ t u c d  prornptlq. 

Ac regard4 f t m ~ g n  cnihange. i t  I \  prcn idcd for h) the indentor and only 
il~ort-full\.  src.. arc n ~ r d c  good from the- limited foreign exchange allocation 
01' thc IXJS&I). I t  1s I.or the ilidcntor t o  get the forergn exchange released. 

i r ~ \ t r u c t ~ ~ w s  rcprd~np:  tlrc 15suc & ) I '  impor! rccommendation certificates 
hakc Iwcn rc~tcrii~cd 111 I I I C  I)CiS&D'< hotc No. Zh dated the 2nd July. I970 
(cop) ~ n c i ~ ~ C " d \ .  -1 I IC  J ) t~ r~~h . i~c  Olli~,er\ ha tc :~lw heen r c , ! d  that. prompt 
~c.tii,n \hould tw ~;~hcr i  I,, FCI thc f v r c ~ y  e ~ c l ~ a n g c  rolc:iscd hy taking up 
thc trwllrr \\ tth the ~ndcncc)r .~trthiwiticz concerned. 

[ \ i ~ n i \ ~ r y  01' Supp l  0. M. So. I' 111 1?(17) , hx  d,i\cd 161-1971] 
) i . ( R l I  CiE:.StH.IL, Of-' SI'f'PLIES 6: DISPOSALS 

( ( . - O - O R ~ ) I  \ -\ I'IOS SF.(. nos .. I 
l ' .AKl . lAGlt ih  1 S i  KKH I, Tf:\i"I)t:L.Hl 

HIIUIIIIC Nt\tc Nt,. : 20 Da:c;d 2-7- 19-0. 
St .RJ[ ( . I  : Irnpurr r r t r h  l'cvtlrcd i ' r d i c  .I --/rrrporl Rcc-on!f~~c trdotion fi'rti- 

r , r d [ i r j r r  itrlporr f , r t ~ r ~ l r i ~ c ~ \ -  .. .\ft'as:rrc~s ,!or c I !  ult/(~rrc tp cg c/.?/u~~ i f f  ]he 
l%.s41ca tlf. 

Rc;l : (jfliu OrJcr NO. 88 d p t d  2-8-IS)hh. 
[klurlrd in~tritctvc,r~\ i u i c  hcvn ihlucd ~ ~ t k  Off'icc Orrler No. SS dated 

~ - W . I U ~ , O  for 1 1 1 ~  ~ l p " d l l l t ) ~ ~  iwie of Import Rcccmmrndatinn Certificate 
rn Invc,lvirtg ~,.tuc ol' Illlpoft L i ~ ~ l l W s .  



Despite the detailed instructions referred to above instances$ave come 
to notice where there had baen delay in the issue of import licence as well 
as release of foreign exchange resulting in extra-cxpenditure. 

All the purchase officers are requested to [ensure that the I instrcctic ns 
contained in 0. 0. No. 88 dated 2-8-1966 are strictly followed and in cases 
where necessary. prompt action should be taken to get the foreign exchange 
released by taking up the matter with the indentor/Authorities concerti d. 

(S. K .  JOSHl) 
Deputy Director (Cootditw tion) 

Standard Distribution. 
--- 

On File No. CDN. 1:'29(31).111,/69 
Copy to :- 
1. Coordination Section-5 
2. File No. CDN. lil9(15),11,h7 

The Committee observed that a series of delays occurred in this case. 
The indent, with prior forcign exchanpe sanction, was received in  the Direct- 
orate General of Supplies and Disposals in  July. 1964. The Dirmtoratc 
took over a year to conclude the contract for the component items in the 
indent and by the time this was done. the foreign exchange- sanctionrxi valid 
I'or a year. had lapsed. As a result. the firm could not he provided ~ i t h  the 
requisite import licence immediatel! after conclusion of the contract i n  
October. 1965. The indenting authorit!. was apparentl! not aware of 
the provisions of the latest orders relating to validity of foreign exchange san- 
ctions and as a result further time uas lost in correspondmcc t i l l  April. 1966. 
i t  wab settled that revalidation of the old sanction for foreign cxchangc was 
necessary. The rebal~dation took a further period of six months and by 
the time the firm could be provided with import licence (I-ehruary. 1967). 
the price of the store had "escalated" in  terms of the contract by Rs. I .Of 
lakhs. What is more regrettable rs that delays of th~s  order occurred i n  
processing a caw relating to a rquiremen~ of the Defence services. 
[Serial No. 19-Para I .  102-of Appendix I 1  to the 105th Report. (Fourth 

Lok Sabha)]. 

The C'ommittcs habe elscwherc in [hi\ report stressed thr n c d  
to ensure that irnpvn assistance in term!, of cuntracts t b  exped i~ i~us l~  made 
available tcr contracting parties. In regard to Defence tequlrcrnents, thr 
Committet hart. in para 5.86of their Sixty-Ninth R t p o ~  (Fourth Lok Sbha) .  
emphasimj the need for suitablc procedures to eliminate delay in rclciru: 
of foreign exchangt. The Committee hope thirt the mattcr wi l l  be kept 
continuously under review. so that bottlenecks at the stage of rcleirbe ol' 
foreign exchange and isue of impor1 licences do not adversely affect (io- 
vcmmcnl's inlercst V~J-a-risconlracting panics. 

[Serial No. 19-Rra 1.103-of Appendix I1 to the 105th Report. (Fourth 
Lok Srrbha)]. 



Actiiee Takwr 
The procedure for the release of foreign exchange for Defence indents 

has since been streamlined. Powers have been delegated to Mlnistr~ of 
Defence (including the Department of Defence Production) to rekase fore- 
ign exchange upto Rs. 8 lakhs in each case within the annual foreign cltcha?gt 
allocation without a reference to the Department of Economic Atfat?. 
Ministry of Defence have further delegated the powers to Join Secretann 
in that Ministry, DGOF. Air Headquarters and Naval Headquarters to re 
lease foreign exchange upto certain specified limits with the approval of the 
Associated Finance. In  the case of contractual payments arising out of 
contracts concluded with East European countries, powers have been de- 
legated to Ministry of Defence to authorise payments/release foreign exchange 
without reference to this Department provided approval of the Department 
of Economic ARairs had been obtained for the conclusion of the contract. 
Under the procedure i n  vogue revalidation of cases can be decided by the 
Ministry of Defence themselves without a reference to Department of 
Economic Afiirs. The snags in the procedure obtaining prior to 1965-66 
have since been rectified. The question of eliminating delays in the release 
of foreign exchange is kept continuously under review and as and when 
cwcasion demands remedial measures taken. 
[Ministry of Finance (Department of Economic Affairs) 0. M. No. F. 8 

( 2  1)-B '70 dated 28- 10-701 

"The Committee are wrpriscd to find that negotiations were conducted 
by thc Dircctori~tc General Supplies and Disposals w i t h  the firm in connec- 
tion with this contract. even though bu\inec\dealings with the firm had been 
eurlicr suqxndcri by h ~ \  office for its in\ol\ement in a case of forgery. I t  
was \wed that thc oficials \tho dealt uith the case were not aware that busi- 
wsa dealings uith the tirni had been suspended but, as was conceded dur- 
ing etidcncc, this is an "indcfcnsiblc" position. The Comm~ttee note that 
action has k n  tahcn agalnst the official\ for this and other failures mention- 
ed in thc prcutding Section of thc Kcport. To obviate recurrence of cases 
of this type, the Commitler would like Ginernment to consider uhether all 
off'ierh conclud~ng contract\ on bchalf of Government should be asked to 
riminlain an uptodale Itst of' firms w i t h  whom dealing have been banned,' 
surpcndcd etc., ~f ~nstru:t~ons to this etiert d o not already exist." 

ISI. No. 20 (Paw 1 .  l I ? )  oI't2ppcndrx I 1  to thc 105th Report (4th LoL. 
Sabha)] 

Accurdtnp lo Ol11cc Order No. 105 h t r d  12-9-1967 (copy e n c l o d )  
tits p11rchiv.e oflircr\ arc to miilnlaln .in 11ptr-date list of firms ~ h l c h  are 
hl~ch-l~rlcct hnncd \uspmded for hustnc\\ on the bas15 of Jntn circulated 
b! ~ h c  Rcg~c~rut~on Hrmch. from Ilmc to ttnw. These m\tructtons specl- 
ficxll> rt~pnl.itr thdt thc p u r c h a ~  offam \hould emure that no L ~ m ~ l t d  
lcndcr I-nqu~r~cs dre ~ w r d  to. and ~ l r o  no contracrs arc placw) on such 
lir1n3. Thw tmtruct on\ hukc .~gkt~n heell brtsught ro the notrc of the pur- 
chax o f i c n  b r d ~  Roulrnt Note No. 34 d a ~ n l  44-71) (copy enrlowd). 

[M~r i~ \ tq  ai Silppl) 0. M. No Plll-133) 68 dated 11-9-1970) 



DIRECTORATE GENERAL O F  SUPPLIES & DISPOSALS 
CO-ORDINATION SUPPLIES SECTlON IS, NEW DELHI. 

Office Order No. 105 Dated 12-9-67. 

SUBJECT :-Steps to he taket~ to ensure that no contracts are placed on 
jirrns who /tare beeti blarklisted/han~etl/st~.spended. 

List of firnis blacklisted!hant~ed!si~spended is circulated by the Re- 
gistration Branch from time to time. The Purchase Sections are required 
to maintain this list upto-date so as to ensilre that no contracts are placed 
on such firms. I t  has been decided that the following steps should be taken 
in order to ensure that no omission is committed in this respect :--- 

(i) The Otficer-in-charge of the tender enquiry cell should ensure that 
no limited tender enquiry is issued to any firm who have been 
blacklisted,ibanncd~suspnded. In case of advertised tenders 
he should ensure that no tender notice is sent to such firms. 

(ii) The officers checking the comparative statement should ensure 
that the column 'tchether registered ur riot' i n  the coinparative 
statement form is duly checked and in ca\c an) bla~,hlistcd h a n n e ~  
suspended firm has quoted against an advcl.tised tender enquiry 
the fact should !x noted in the \tatsmcnt i n  Capital Letters i n  
Ked i n k .  

Standard I>tstrihu~~on 
. - - 

(On F ~ l e  No. ("SIB F ( 4 1 )  I l l  05.). 
Copy to : 

S h r ~  B. S. Ra.1. Vtgilance Ol3ccr. 
wtth reference to D. 0. No. VIP. 805 h7 dt. 19-8-67. 



DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(CO-ORDINATION SECTION- I) PARLIAMENT STREET, 

NEW DELHI-I. 

Routine Note No. 34 Dated 4-8- 1970 

SUBJECT : Steps to be taken to ensure that no contracts are placed on firms 
who have been hlacklisted/banned/suspenrleJ. 

Ref. :-0.0. No. 105 dated 12-9-1967. 

Instruction have been issued ride 0. 0. No. 105 dated 12-9-1967 
prescribing steps to be taken to ensure that no contracts are placed on firms 
who have been blacklisted/banned/suspended, and the purchase officers 
should maintain the lists of blacklisted/banned/suspended firms circulated 
by Registration Branch from time to time upto-date. 

Despite the above instructions instances have come to notice where 
negotiations wers conducted with a firm even though business dealings 
with the firm had earlier been suspended. 

Attention of the purchase officers is drawn to the instructions referred 
to above and they should ensure that lists of blacklistedlbanned/suspended 
firms are maintained up  to-date and that such firms are not considered for 
the placement of the order. 

Sd - S. K .  JOHSHI 
Deput! Direcror ICo-ordinarion). 

Standard 1)istrihuticrn. 
- - 

(On FiLc So. ( . I ) \  I?) (  41 1 1  05) .  

[SI. ho. ,'l(l'ilra I .  114) of :Ippcnd~\ 1; --to [he 105th Report (Fourth 
1 . d  Subha)]. 

A con~pla~nr  r+ds nladc h! the Dirwror of Suppl~c, (Tr~tdes) ,  Born- 
bay. tnrtrully, to thc Suprmlendent of Polra,  SPE. Bonib,i) on 3-5-07 and 
lulcr on to the Supcr~ritendent of Police. W E ,  Lucknow on Ib-5-67 pertainmg 
to a I'rauduicnt pymcnt  of Rs. 10,633 obtaltrcd by M,s. General Stores 



Suppliers, Kanpur. which was due to MIS. Kanpur Tent Factory. SPE Luck- 
now intimated on 12-7-67 that the case had already been registered with the 
local Police Station Anwar Ganj, Kanpur and the investigation pf the case 
was being conducted by them. The Senior Superintendent of Police. 
Kanpur, in his letter dated 7th January 1969 intimated that during the 
course of investigation. it was revealed that one Shri Shyama Kanodia had 
filed a suit against Shri V. S. Baghela in the Court. and consequently the 
investigation of case crime No. 910 under sections 406 and 430 IPC. had 
been stopped, as the matter had become subjudicc. He has further intimat- 
ed in  his letter dated 2-2-70 that Shri Shyama Kanodia. Manager of Kanpur 
Tent Factory since 1967. filed a civil suit for recovery of money on behalf 
of Kanpur Tent Factory in the court of 1st Civil Judge. Knnpur against Shri 
Baghela. Government of India and State Bank of India. The Senior Super- 
intendent of Police, Kanpur was requested on 6-4-70 nnd again on 20-5-70 
to intimate the present position of the case. 

[Ministry of S t ~ p p l  0. M. KO. PIII-11(3) 68 diited 27-1-1971] 

Recommendation 

The Committee also lccl that there was dela? In this u s e  i n  cimiinp to 
a decision on the tenders and i n  taking other preliminnr) action conricctcd 
therewith such as calling for reports on the capcity t ~ f  the tendcr5. The 
Committee note the assurance of the Department that "a wric5 of ~tcps  has 
been taken based on this casc and there w i l l  hc no dtlay". 7'hc Con~mittec 
trust that those procedures uill k slrictl? adhcrccl to i n  the ~nrcrcIt of rx- 
peditious conclusion of contracts atid their s n ~ l ~ ~ h  r.w.iiltlc)ri. 

[S. No. 23Pnra I 1 1  5 )  of .\pyxndt\ I 1  to [tic 105th  Report ( t  ourth 
Lok S.rhli.~)] 

The Commrittx ohsene that the i~rm in tt111 caw had rnrtrdll? uritlcr- 
taken 1 4 )  supply 2,W.CKKI KO,. of a part~cular \tore dr H\ 5 0 5  p r  unr~. 
L ltrmatcly a hat they suppl~cd after a protractcd period of iicla! was 90 0 
No\. of the storc for uh~ch the unlt prlcc pad a a \  R I  6 fill Ac thc store 
was a developmental trem rcqurrcd for Defence purpow. dlrd as adcquarc 
source., of alternat~re supplj had jet l o  hc dcrclopcd, rhc C'omn~~rtm ap 
precrated the difficult~es that Go\ernmcnt faccd In thc caw f he (: ornmittcc 
would. howewr. l~ke to pwnt out that Co\crnnicnt's P O ~ I I I ~ I I I  I)$-a-itj 
thrs flrm Has rcndcrrd \t~lnerablc duc to the ternn of thc ccuntrr~.t pia~rJ 
u ~ t h  them being a1 \arrancr: w r t h  tttc terrrlr c)f the firm'\ offcr. 111 thr matter of 
delrscq of stores Th15 crenlcd vtlulmrr In u hlch thcrc w a s  no 
concluded contract. w ~ t h  thc rcsult that (iovernnwnt could n(>l pin 
the \upp!ler to hi\ orrgrnal turms 111 I ~ C  matter ol prrrc c w  rbthcr ct,n(ititunu 
of supply. The C'ommrttec haw clruhcrc III  th14 r q w r t  drawn at tct~~ton 
to other ~nstances of contract% nut bang pldcetl with firm\ 4R t c rm~ of t k t r  



oBer as settled by tender or negotiation. The Committee hope that ade- 
quate precautions wou1d)be;takenjby Government to guard against recurrence 
of such cases." 

[SI. No. 23 (Para 1.130) of Appendix I I  to thc 105th Report (Fourth 
Lak Sabha)]. 

Action Totea 

The existing instructions on the subject have been reiterated in Direo 
torale General of Supplies and Disposals, CDN-2. Ofice Order No. 56 
dated 1-6-70 (copy enclosed) asking the Purchase Officers to ensure com- 
pliance thereof. 

[Ministry of Supply O.M. No. 12(37)167-P1ll dated 21-9-1970.] 

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(CDN-2 SECTION). NEW DELHI-1 

Oflice Order No. 56 Dared 1-6- 1970 

Rf,.FI:RI:V('E : Para 159 of the Manuill of Office Procedure for Supplies 
Inspxtron and Drcpcal* and OEcc Order No.  87, dated 
1-8- 1966. 

I n  the ,thobe crtcd rcftrcnce 11 I \  i.11d doun t n u t  all the cnnditrons 
\t~puIatcJ h) thc trnilcrer\ ~n tender\ \hould be ~.rrelull) ~ r u t r n i u d  b) the 
Purch,tw otlicerc Where the tcrms and cond~tmn\ quoted h) the firms 
‘ire ~nc~lnc~stcnt urth our general and spctal cand~t~onc of contrast or other- 
H M  L I I ~ , I L C C ~ I , I ~ ~ C .  tlw! ~Iiould be first prwaded to u~thdraw thew terms 
.ind corrdii~ui~\. I I I  {h; went of h ~ l u r e  ol the tirrns to agree to our supges- 
~ ro r i~ .  the yuoratlcvi\ ~ h o ~ l d  c~thcr he rgriored or acceptcd urth the uric- 
tlori ol thc cornpetsilt :tuthctrtt? on the nlcrrts of [he caw In an> ekent. 
the pmttton \hould nut bc lctt obw-ure or corifuced Hherespecial term$ 
and cond~l~c~ns  arc accepted the) \hould he incurpxated In the cunrr.lct 
rs\ucd whtch \hould ult~mdtcl) contnln no moreor no less than what 1s con- 
tiirnrd r n  the accepted tsnder or mutuall agrccd to In post wndcr corrcs- 
pondoncc or ncgotrdtlon nrth the tcndcrcr lncorporill~on of the term\ 
and condrttons ~ h r c h  are not In thc tcndcr or whtch habe not been s p a -  
ticihlly ;rgrr.d to by ~ h c  tenderer wdl not create a Iepnll) binding agreement. 

2. Puhlic Accountb C'ommltttu haw come across a feu cases where 
some ul' the eondrtmns in the contracts were at variance u ~ l h  the tender on 
the bmrs of which the contract was placed. In the result there was no validity 
cancluded contract and when the firm defaulted thc rccclccry on account 
of the extra cost ~ncurml on purchase of the s t om from the alternative 
source could not he made from them. 

Needless to emphasiae that the acceptance of tender is a very impor- 
tant document and utmost rare slmuld he taken in its correct preparation. 



I t  is also necessary that the check points for preparinglchecking draft 
contracts detailed in 0. 0. No. 23/1-1-1970 should be borne in mind before 
finalising the contract. 

All Purchase officers are requested to ensure compliance af these in- 
structions. 

D. S. DUGGAL, 
Deputy Director (CS-I) 

Standard Distribution. 
file No.-CDN-2'6(lh)ll 70) 

Copy :-to 
CDN-5 Section. W ~ t h  reference to thetr Memo. No. CDN- 5/4(16)170 

dt. 13-5-1970 (Item No. 22(1-130) and Item No. 25 ( 1 . 153) refers. 

Recommendation 

"From the information furnished by Government. thc C'olnlni~tec 
observed that huge amounts are being paid every year at demurrapc at 
Calcutra Port. due 1,) delay in clearing consignments received at the Port 
which are hcing cleared by the Department of Supply. The total amount 
paid as demurrage between 1962 and I967 was Rs. 139.40 lakhh. Sincc 
1967. the demurrage paid has amounted lo Rh. 2 2  lakhs annu l l ? .  To 
what extent the clearance of consignments was delayed \vould h; cvtdcn~ 
from the fact that bt.twiu.n 1962 and 19h5. 4OV,, of the corl\ip~lmcrlt\ clcar- 
ed at the Port incurred dcmurr:~gc. In I9hh. deinurr;tpc. paid approil- 
matel! on 30 per ccnt t)f tlw Lwnsignrncn~h and i l l  1967. on 2 2  pcr cent." 

"An cx~rn~r~a t i~ r r i  ol' the four sample c a w  mcrltioned 111 the .Audit 
paragraph sugge3t.l that the following factors ha\c gcnerall! ken conrri- 
buting to dc'la? clearance of concignment\ : 

( i ~  1 Delay i n  pa! men1 of' pori charge3 bc conslpnccs p.trticularl> > c m ~ -  
Government partleh who do no1 marntntn d J r c ~ c n t  ha1ar1c.c 1r1 
their deposit account with the Port. 

"The Committee notc that inctructions habc  bevn i w x d  by t iorcrn- 
ment from time to rime with a view to avoiding delay in clearance of con- 
signments. The C'ommittce trust that, through better co-ordination with 
the steamer agents. Port and Customs authoritie4 and consignees. Govern- 
ment will bc able to minimix such delay in clearance,, if nor avoid tticm 
altogether." 

{SI. No. 24 (Para 1 . 1441, (Para 1 . 145) and (Para 1 . 146) 01' Append~x I 1  
to the 105th Kcport (Fourth Lok Sabhrr)]. 



The observations of the Public Accounts Committee have been notcd 
and the Port Shipping Officers have also been asked to note the same for 
their guidance. They have also been brought to the notice of the Port 
and Customs authorities. 

[Ministry of Supply 0. M. 12(24)/PIII dated 29-9-1970]. 

Recommendation 

"The Committee observe that due to a lapse, a contract was placed 
on a firm, some of the conditions of which were at variance with the tender 
on the basis of which the contract was placed. In the result, there was no 
validly concluded contract and when the firm defaulted, the Department 
could not take action for recovery of the extra cost of Rs. 4.10 lakhs incurred 
on the purchase of the stores from alternative sources. As departmental 
action has been taken and the defaulting firm has also been de-registered, 
the Committee' do not wish to pursue the case further. The Committee, 
however, trust that Government would, in the light of their experience in 
this and other cases, reinforce their purchase procedures to ensure that 
contracts are placed strictly in terms of offer of parties as tendered or nego 
tiated, so that Government's right5 are fully protected in any eventuality". 

[Sl. No. 25 (Para 1.153) of Appendix I1 to the 105th Report 
(4th Lok Sabha)]. 

Action Taken 

Instructions have been ihsucd for thc guidance of the Purcbase Officers 
in the Directorate Gencral of Supplies and Disposals vrde Directorate 
Gencral's Office Order No. 56 dated 1-6- 1970 (copy enclosed). 

[Ministry of Supply 0.M. No. 12(8),/68-P 111 dated 30-10-19701. 

DIRECTORATE GFNEKAL OF SUPPI-IES & DISPOSALS 
(CDN-2 Sation), New Drlhi-I. 

OFFICE ORDER NO. 56 1-61970 
SUEUECT:- Contracts---lnrorprotion of the terms and conditions of' the 

accepted tenders in contracts. 

REFERENCE : Para 159 of the Manual of Office Procedure for Suppbes. 
Inspection and Disposals and Offm Order No. 87, dated 
1-8- 1966. 

In the above cited reference it is laid down that all the conditions sti- 
pulated by the tendetcrs in tender should be carefully scrutiniwd by the 
purchase offcers. Where the terms and conditions quoted by the firms are 
inconsistent with our general and special conditions of contract or 0 t h -  
wise unacceptable, they should be first persuaded to withdraw these terms 
and conditions. In the cwnt of failure of the firms to a g m  to our 
suggestion, the quotations should either b: ignored or accepted with the saw- 
tion of the competent authority on the merits of the case. In any event, tho 
8 LLS 17 1 ---5. 



position should not be left obscure or confused. Where special terms and 
conditions are accepted they should be incorporated in the contracts issued 
which should ultimately contain no more or no less than what is contained 
in the accepted tender or mutually agreed to in post tender correspondence 
or negotiation with the tenderer. Incorporation of the terms of and condi- 
tions which are not in the tender or which have not bcen specifically agreed 
to by the tenderer will not create a legally binding agreement. 

1. Public Accounts Committee have come across a few cases where some 
of the conditions in  the contracts were at variance with the tender on the 
basis of which the contract was placed. In the result there was no validly 
concluded contract and when the firm defaulted the recovery on account 
of the extra cost incurred on purchase of the store5 from the alternative 
source could not be made from them. 

Needless to emphasise that the acceptance of tender is a very imprtanl 
document and utmost care should be taken in its corrcct preparation. 

It is also necessary that thc check points for preparinpichccking draft 
contracts detailed in 00 No. 2.1,' 1-1-70 should be borne in  mind hefore 
tinslisinp the contract. 

All Purchase ORicers are requchtcd to cnsurt compl~ance of thcsc rn- 
structions. 

Sd - D.S. DUGGAL, 
I )  L . Director ( CS.1) 

Cop> to:- CDS-5 S~cuon,  u101 rrfcrcrtcc 1 6 )  thcrr Memo. No. C L)\-5 
4 i t ) )  70 di 1'--5-il) (rtcnl S o  23 ( 1  130) ,md item No. 25 ( 1  153) 
refers. 

"In rcsard to the mend 2 mtr.lc[ placed In Much 1966, tor I2 H I T I -  
ches, the Conlmlttiv fmd thnt, though the supply :ig~rnst the ccrntract UJS 
cancelled, the firm had to be accommodated through a rate contract whrA 
was concluded ulth i t  In November. 1967. A\ a rccult of thc crrizcllatr\~rr 
of the supply agarnst the contract d a t d  March, 19Gh, Government hdd Imt 
a discount of Rs. 0.77 lakh \rh~ch had hxn  orrg~n~ll) agrecd to hj t t i ~  firm. 
The delivery date strpulated in the ionirrict was 15th June. 1966, hut. In Janu- 
ary, 1967. ~t was extended to 15th March. 1967. I t  would appcdr. however. 
that, In the mnwhl l r ,  the ~ndcntor had. In October. IW). ~n~imatrd thn~ 
suppks would not be required. Thc Comm~ttec aould lrkc Govcrnmcnt 
to find out why, after h i s  ccrmmun~cation k d  bcen reccrvd. thc prttod of 
supply wrts extended. S w  the supply had not bcen mi& nt that augc, 
~t is possible that Government could have cartcelled the contract, without 
forfeiting tbt rehate, for fa~lure on the part of thc supplicr toefTaz suppireri". 
[Sl. No. 27(Para 1 .I671 of Appendix 11 to the 105th Rcport (Founh Lok 

Spbha)]. 



Actiou Taken 

In the above recommendation, two points have been brought out:- 
(1) Why the contract was not cancelled when the DGS&D was in- 

formed by the indentor in Nov. '66 (not Oct.'66 as mentioned in the 
recommendation) that the stores were not required. 

(2) If the contract had been cancelledt at that stage, Government would 
not have forfeited the rebate because the contract would have been 
cancelled for failure on the part of the supplier to effect supplies. 

2. In so far as the first point is  concerned, the original delivery date 
expired on the 15th June '66. The contract was, however, kept alhe due 
to thc follow ing action\: - 

(i) The firm agreed to allow a 5:'; discount if an order for 39 \\inches 
or more was placed on them lick their telegram dated the 4th 
June '66. An amendment letter increasing the quantity to 25 
Nos. irinches against A;T placed on the 20th Jul} '65 u-ac izsued 
on the Xhh June '66. An amendment proiiding I'or 5: ' ;  discount 
against the order placed i n  March 'M Sor 12 winchcs uas i>wed 
on the 18th Junc '60. 

3. Thc llrni reque\tccl lor c\tcnslnn In the Jrlttrr? p n o d .  I r l  !hr.~r 
Icttcr datctl the 4th Sept. '66 , ~ n d  telegram dated thc27th Sept ' th  dnt! St11 
Uct.'M. On the 19th Oct '06. DGS&D trrotc to the ~ndcntor ashmg tt hctt~er 
dn extenww In the dclwry w n o d  for a pncd of 1 1  month, could hr. r 8 \ r n  
to the l rm.  In rcplj. the ~ndentor ~nlornird tht IXS&D tn h ~ \  lctter r!atcd 
the 8th No\ . 'M tllat the \torr\ wcrc nolongcr r e q u ~ r d  On rctrrnr of t h ~ ,  
lctrcr. the matter ha \  cuniincd and J rnecttnp u ~ ,  held u ~ t h  the ~ndenror 
an the 7th Jan. '07. Accordmg to the rccor& ot the LXiS&D, the ~ n d c r w r  
agreed to thc nece\sdry extenston in the del~iery per~od bang p e n  In t h ~ c  
casc 3s the gr.ihs had already been supplted and the winches had LI~L> ken 
manufactured. A copy of thc minute\ of the mr t tnp  Nab cent 111 the ~nden- 
tor or) rhc 10th Jan. '07 and an amendment letter granting nece\Qr) cxten- 
\lot\ In thc deliwry p e r t 4  uas  issued to the hrm on the 30th J m .  'h7. The 
rndentor, howcver. ~nlivmcd the l)GS&D onlj  In hts letter of the 3151 Jdn. 
'07 that no further extenwn in the dcl~very period should he giren u~thou t  
h ~ s  prior approiul. 

4. The Ministry of Tronsjwrt have now indicated that their reprexn- 
lalive had made it quite clear at the met ing that the DGSlBrD should not 
extend the delivury period without their prior approval. According to the 



DGS&Das records, however, the representative of the Ministry of Trans- 
port had agreed to an extension in delivery period being allowed in this case. 
Further, if the position stated in the minutes of the meeting was not accepta- 
ble to the representative of the indentor, he should have immediately, after the 
receipt of the copy of the minutes, informed the DGS&D that the position 
had not been correctly stated in those minutes. He did not d o  
so and informed the DGSLD only on the 31st Jan. '67 that no 
further extension in the delivery period should be allowed to the firm 
~ i t h o u t  the prior approla1 of the indentor. I t  has lo he observed that the 
DGS&D had issued an amendment to the contract granting the necessary 
extension in the delivery period to the firm. 

5.  From the above narration. it  will be quite clear that the DGUD 
could not have cancelled the contract in Nos.. '46. 

6. regards the second point. 3 rebate of 5 "" on an order of 39 winches, 
was agrrc.d to by the tirm onl) in their telepr;\m of the 4th June '06. Thcrr- 
after. it  w3\ necewln for the DGS&D to placv orden for that nuillher of 
uincheh. The quanrit!. ag:iinst the order placed on the 20th Jut) '65 wa5 
increased to 3 No\. w i t h  tlic iwuc of an  amcndment on (tic 20th Junc 'b6 
which was ;lftrr the cspin  of the original dclivcn pcritd in r~"ipcct of thc 
contract pl;ittul in \ larch '66. Funhcr. the amrndmcnt probiding Tor S n !  
discount in w s p t  of the m k r  Ihr 12 Nos. wrnchcs placed in Mar. '66 was 
alio issued only on the 18th Junc '66. i.t7. .rtter the expiry of the ortglnul dell- 
bery period. In the c t rcurn~t ;~r~~es ,  this rehatc could hc avwled of onl) 11' 
the neceicary txten~ion ii l  the Jcliicry period u3\ giten to the tirm. 

7. I t  W I I I  not bi. out CIS p1.m to mcntion that although. Icg~l l ) ,  the 
DGSBD c ~ x ~ l d  nilt h:ibc cancelled thn c~vllract and the firm cc)ultf 111.rtst on 
suppl!mg the wcnche. cosercd h) thcw contracts. still the I)C;S&T) ucrc 
able to persuadc the hrm 11) con\'rI the outstanding supplier ~ n t o  a rntc con- 
tract. ~ h t i h  rn\nl\cd no commitment. thcrcb! wving Cio\ernment From 
unnecesur! tin.anc~.il hurden 

S I t  u ~ l l  also n o t  hr out o! place 10 mcnllcm that on IhcJtli March 'b7, 
the constpee wrutr to the hrm .I I~t ter  uhich nlrrhed 'Most Urgent' 
and In uhich 11 u a \  slated t h ~ l  the itrdtegtc rcwt \rorh* of timt [hrr+,inn 
were gmng on in l u l l  suing and great tnconbcntcncc. u ~ \  k t n g  c \ p ~ n c ~ c d  
without the winchc., and the grdln aircad! cuppiled werc Ijmp IJIC w~thout 
the wnchcs. 

(a) The Dc;S&D \hould haw taken action lo c a n ~ t l  the cnnlrad 
In question In stew of thr\ Mtni\tr)'i lcttcr No WV-,TI)&& 
SRIi. dated the Rth Yowmher. I V M i  (copy cnclttud) 

(b) In any c a q  DG.WD should ha\c udllcd for tht\ Mlnntr) 'r formal 
lnstructrons rcgdrd~ng rencwal of the rontnct  when therc wcm 
~nstrwtlons from i t  for not granting cxlcnuan or time vr rk  k r t n  
dated 81h Nuvcrnbcr, 1966 inslead of  pmurnrng thrr M , n ~ ~ r y ' r  



consent to such extension of time and issuing orders for extension 
on 30th January, 1967, merely, on the basis of amendment of 
consignee's address and minutes of meeting dated 7th January, 
1967 which had not been confirmed by this Ministry. Suitable 
instructions in fact was available to the i3.G.S &D in this Minis- 
try's letter No. SRII-33(4)/66 dated the 3131 January, 1967 (copy 
enclosed). 

(c) The statement made by the Ministry of Supply that the Executive 
Engineer S.R. Division, Ahmedabad had written to the firm MIS 
Construction Machinery Corporation, Calcutta on 4th March. 
1967 for the early supply of 3 winches which had been allotted to 
him is of no consequence because:- 
( i )  milch earlier to this letter the Government had already int i -  

mated on 8th November, 1966 that the item 5hould be dcle- 
ted from the indent and 

( i i )  the Directorate General of' Supplies and Disposals were not 
competent to act o n  the consignee? letter in rcstoring supply 
against Indcn~or's clear instructions rn them wilhout consul- 
ting this Ministry. 

[hlinistry of Supply & Transport 0.51. Nc. R.kf.-l% 1 ) 7 0  dated 23.7.19711 
MOST IMMEDIATE 

STRATEGIC ROAITTRGTECT Ilinkrr! of Shipping & Transport, 
(Road. Wing) 
Parliament Street. 
XCH Dclhi. 
Dated 8th No\ '60. 

%.WV-XH I )  bb-SRI I Kartiha 1888 

To 
Thc Dircctor Gcrleral of Supplics & Diqwwls. 
Pirliamenr Street. 
New Iklhi. 
(A(tcntiort: Shri 4.V. Chcyanulu-A.D.S.) 
SUHJI.(.I : ~--Pr~('rcre~~~t'tt( of Dit>.wf IC.'inc.lr~.s re,ptirct/ fbr rhr rorrsrnrc.trcm 

work on rhc srra/cwpic Ruatls in I /W G'rrjccrat Slare 
Sir, 

I am to refer to your cadorscment No.SR-6,220 26.443 I1 dated the 
19th October. 1966, and to uy that thc machincry in quc4on was required 
by u \  by .mh June. 1966 as w i t %  stipulated in this Minis~r>'s indent No.N'C'-20 
(2):bS. dated the 4th October, 1965. The extension of deli\cry period. 2s 
tndicatcd in your cndorwment dated the 19th October. 1966. referred. to 
ahtwc. will t h u b  not hc acceptable to this Xlinistr) as the stores received after 
the stipulated date wi l l  rcmiiin idle. This itcm ma!, thcmforr he deleted 
from ttw indent mentioned above. 

Yours faithfully. 
Sd!- 

(G.V. CHALLAM) 
Executive Eqinrer (Mcrlr.) 

for Dlrrcror Genera? ( R d  Darlopnrnr .) 



Encl: Nil. 
Copy Ibrwarded for information to the:- 
(1) Secretary to the Govt. of Gujarat, 

Public Works Department (Building and Roads), 
Suchivalaya, Ahmedabad- 15. 

(2) Chief Engineer. Public Works Department, 
(Building & Roads) Gujarat. Sachivalaya, 
Ahmedabad- 15. 

MI- 
(G. V. CHALLAM) 

E.ve~utive Engirteer (Mech. ) 
for Drrector General (Roud Dewlopmr~l )  

E d :  Nil. 

BY SPECIAL MESSENGER 

STRATEGIC ROAD PKOJFC F 
G L CHALL.4~1 No. SRI I -334)  66 
EXECLTll ' t  f h G l  h t t K. Mintstrk of Sh~pplnp & I ranrport, 

(Road5 h trip) 

Dear Shri Bhalla, 
PIraw rdcr to f h t  ct~rrc \p i~r ic lu~~~c rc\r>,lp u~r l i  )our 4.r). Icttcr \o. 

SlElP SVI 220 'I 440449 I l l ,  clatcd the L) 10th J,~nurir!. lV(r:. w i t h  \ \ I ~ I c I I  
the mlnuteG at the rnmrlrlg Iirld tn the D Cr S. 61 D. on 7th Januar), 1907 
rc\leulng the p r o g r w  of canCcll,tt~on of rhc ,A -1s apatmt our ~ndentc *I;() 
WV-2Ok2) 65. darsd 4th October. I90i and \o N'\ -7(Hh) 65. d,~tcd 4th (ktrr 
her. 1965. ha\e bccn w n t  u. 

2 .  The pturltr r41w-d i n  the minute\ of thc rneetlng relrrrcd 1,) u h n c  .irz 
under examinatmn at thn end and a further commurl1cattori tr l  I ~ I \  regard 
%dl follow won I n  the mean~h t l e  I would requrr! you lo t d k  n i x o u r )  
Step5 to ensure that the deliven date\ 111 the caw of Tar boiler\, winchc~ , i d  
any other Itern of machmery arc nnl: cxrcndcd under an! crrcurnslnncn 
without obta~ning our prior appraval. 

S h r ~  K.L. Bhal1.i. 
Drrector of Suppl~es (WE) 
U.G.S. & D.. Parl~ament Street, 
Ncw Llcih~. 



The Committee are unable to understand how, after baving extended 
the periods of delivery stipulated in the contracts, Government could cancel 
the contracts before expiry of the extended delivery periods. This action 
resulted in  Government forfeiting their claim against the firm for extra cost 
of Rs. 1.51 lakhs which they incurred on purchases of the unsupplied materials 
from alternative sources, as according to legal opinion, the contracts had 
been cancelled in anticipation of their breach. It has been stated that the 
contracts had to be cancelled and the unsupplied quantity off-loaded to 
other firms, as "the firm were not able to produce satisfactory material due 
to complete breakdown of their dyeing plant." Besides, "it was clear in the 
minds of the purchase officers that the firm would not be able to meet their 
contractual obligations and other established sources of production had 
to be kept going". If this wasso,a proper assessment of the position should 
have heen made before the extension of the delivery dates was agreed to by 
Government. The Committee note that the casc after investigation at "the 
highest level" has bcen closed after accepting discounts amounting to 
Rs. 45,240 offered by the firm. The Committee hope that Government would 
ensure, in the light of their cxperierm in this casc, that contracts are cancel- 
led and risk purchase orders placed only after fully complying with thedue 
legal requirements. 
[SI.No. 30 (Para 1.183) of Append~x 11 to the !05th Report (Fourth Lok 

Sa bha)]. 

Action Taken 
The in\truc't~on~ on the wbject have been rc-iterated for the guidence of 

the purchase officer\ vidt DGS&D CDN-2 Section Officer Order No. 
21 (0) dated 3C)-5-70, a copy of which is cnclowd. 

[Mtnistry of Supply O.M. No. P 111-l2(15) 68 dated 16-9-1970] 

DIRFCTORATF GEhERAL OF SL'PPLIES A N D  DISPOSALS 
(CDN-2 Section 

OFFICE ORDER NO. ZI(D). 
New Delhi-I. 

Dated -33-5-1970 

RTFI-RI 'ric+ : - Office Order No. 3 1.  dated 1-1-1970 

The procedure to he followcd by  he Purchase Oficun in regard to the 
c;lncellation of the contracts is detailed in para 3 of t k  a h v t  cited 0% 
order. 

1. Thc Public Aivlounts Committee came across a case where the pur- 
cham after having extendcd the periods of delivery stipulated in the contract, 
anculled the contract btfore expiry of the extended delivery period. This 
action rcsulrcd in government forfeiting their claim a@mt the firm fur extra 
cost which was incurred on purchase of the unsupplicd materials from the 
alternative source. as according to legal opinion, the contract had been can- 
celled in anticipation of theit breach. 



With a view to avoiding recurrence of such type of cases in future, 
the purchase officer/should ensure that the detailed procedure outlined in 
the above mentioned office order is followed and the contracts an canceilcd 
and risk purchase orders placed only after fully complying with the legal 
requirements. 

Sd/- 
D.S. DUGGAL 
Dy. Director (CSI) 

Standard Distribution 
(&-fie NO.-CDN-~~')( 12Y1'70) 
Copy to:- 

CDN-5 Section kith reference to their Memo. No. CDN-5/4 
(16)'70 dated 13-51970 [Item No. 31(1.183) refers]. 

Recornmeadat ion 
The Committee find that. in this case. the "risk purchase" rights of 

Government were prejudiced. due to a failure lo comply with the kgal re- 
quirements in  this regard. The date of delivery mutually agreed upon bet- 
ween the supplier and Government was 15th July, 1966. but a suo-moro 
extension 1\35 sranted by Government till  5th September. 1966. for which 
concurrence was not obtained. In the result. when the firm failed to effect 
supply, Gaernment could not make "risk purchase" at the expense of the 
firm. as by that time six months from 15th J u l y ,  1966. i.tP., the mutually agreed 
date had elapsed. 

The Committee have dealt ~ i t h  similar csxs of t h~s  t!pe elsewhere 
in this Report. The Committee trust that s tep  ~ o u l d  be taken to instruct 
purchase officers adequately about the legal rquircments to be complied with 
in the matter of risk p ~ r c h i i ~ .  
[SI. No. 31 (Para 1 .  I89 and 1.190) of Appendix 11 to the 105th Keprt  (4th 

Lok Sabha)]. 

Actioa Taken 
hecessary tnstructlons regard~ng extension of Jelt\er\ dates and rtsk 

purchase-cancellatton of contract\. haw k e n  re-~tcratcd for gurdnmx of 
the purchase officers bide D~rcctorate General of Supplles and Dtsposals, 
CDN-2 Saction. Office Order Nos. IQC) and 2I(D), both dated 30-5-70 
(copies enclosed). 

[Ministry of Suppl) O.M. No. I?( 19)zhX-P---Ill dated 5-10-19701 

DIRECTORATE GENERAL OF SLPPLlES k DISPOSALS 
(Section CDh-2). New I k l h i .  

OFFICE ORDER NO. IWC) h k d  30-51970 
SUBJECT :- Extension of dclirery &tr 
REF~~wT:- Para 4 of Omce Order No. 18 dated I - I-  1970. 

According to tbc inrtructioar contained in ihc rrbovc cited o h  order 
extension of delivery date amounts to changing tbc &rmr of tbe onpacll 



contract and such an extension can be only with the cbnsent of the p r t h  
i.e. the purchaser and the seller. Extension of granted without any apph- 
cation on the part of the contractor has no effect in law and does not b i d  the 
contractor. While granting extension of time on an application from 
the contractor, the letter and the spirit of the application should be kept 
in view in fixing the time for delivery. 

The Public Accounts Committee came across a few cases where suo 
trioto extension of delivery was granted by the purchase officer for which the 
concurrence of the supplier was not obtained. When the firm failed to 
effect supplies by the extended delivery date, the government could not make 
'risk purchase' at the expense of the supplier as by that time six months 
from the last mutually agreed delivery date had elapsed. 

I f  in certain cascs suo tt~oto extensions cannot be avoided in a bonajide 
effort to procure the stores but where such an extension becomes inescapable, 
the Purchase Officers should obtain expeditiously the supplier's concurrence 
to the extension so that the purchaser's risk purchase rights are not jeopar- 
dised. They should bear i n  mind the date of breach and the necessity of 
placing the risk purchase A T  within 6 months from that date. Needless to 
emphasise that any inactivity the pan of the purchase officer in such cases 
would jeopardise the interests ol' the government. 

Ail pureha* officers:scction~ are requested to note the above instruc- 
tions ror strict compliancc. 

Sd/-29-5-70 
( D .  S. DUGGAL) 

Deput y Dirtwor (CSI) 
Standard Distribution 

. -. - onfile No. CDN-2, 7(18),'li70 
Copy to:- 

CDN-5 Section irith retirenu to thcir Memo No. CDN-5.4 
( Ih),70 dated 13-5-70 [Item, 3( 1.22) and Items 31(1.90) refers]. 

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(CDN.2 Section) 

OFFICE ORDER NO. 31(D) h t c d  30-5-1970 
Sun~~c.1.  : - RisX P~rrhme-Cunc.cllatiotr of cortrrucls 

RLFLR~-SCL :- Office Order No. 21, dated 1-1-1970. 
The procedure lo bc followed by the Purchase OORicers in rcgard to the 

ancellatioa of the contncts is detailed in pan 3 of the abow cited otfice 
order. 

2. The Public Accounts Committee came across a case where the pur- 
chaser after having extended the periods of delivery stipulated in the contract 
cancelled thc contract before expire of the extcndcd delivery period. This 
action resulted in govcrnmnt forfeiting their c l i h  against the firm for 
extra cost which has incurred on purchase of the unsupplicd materials from 
the alternative source. as according to legal opinion, the contract had been 
uu~vl led  in anticipation of their breach. 

With u view to avoiding recurrence of such type of cases in future, the 
purchase officers should ensure that t h ~  detuikd procedure o u t l i d  in the 



abve  mentioned office order is followed and the contracts are canccllcd a d  
risk purchase orders placed only after fully conrplying with the kpl 
requrrementb. Sdj- 

(D. S. DUGGAL) 
Dcpttty Director (CSI)  

Standard Drstr~bution. 
(On file-No C D N I Z / V ( I ~ )  1 70) 
cop \  to :- 

CDN-5 Section uith refcrencc' to their Memo. No. CCIN-5,'4 
( 1  6 )  70 dated 13-5-1970. 

(Item No. 31 (1.83) refcrs). 
Recommendat ion 

"This is ket another case where due to I'iiilurc of the hpur tmcn t  to 
obtain the supplier's cancurrence to extension of delivery date of the contract 
granted by Go\ernment s~to nroto, Government lost their "risk purchase" 
right,. The Conmittee hate already made certain suggestions in this remrd 
elseuherc in this Report and hope that they would bc strictly implcrncnted. 
Another point about this case i s  that the Department failed to takc notice 
of an adwrsc: zrtpacit> report ahout the firm. The C'ommittcc rcgrrt t t ?  notc 
the failure of Go~crnnient i n  rhk regard." 
[S. No. 34 (Par3 1.931 of Appcridr~ I 1  to thc 105th Kc.pol.t (4th LoL S a h l u ~ l  

Action Taken 

4s regards the \mcrriJ prtrt. I / :  . f d a ~ l ~ ~ r c  to LILC rlcltiic of rhc i ~ J \ r . r c  
capacity report, 11 n u )  be mted  that thc c a r  u w  cxii~nrnrd from thc \ I ~ I -  
lance .inglc. and a. a result thereof. Narnlrlp rkcrc ~ssiicd on 4-4-?O, t ~ i  the 
Assistant D~rcctor of Suppltcs arid the I:ppcr I ) I \ I \ I O I ~  C'lcrk ctrnccrncd. t o  
be more careful. In future. i n  the dlwhargc of t h r  dutrc\ ('np~cs of' the 
warnlngs have k e n  Lept in thc~r  character roll\. 

"The Cornm~t tee note that one of tuo  ~t r ld  shnrnbcr.r, prcxurcd ba ihc 
Dcfence kpar tment  r n  Ocwhcr, 1905. at a ccrs: or Rs R 2 . W  - ha\ no! yct 
been cornm~rsioned. due to dclWts In the equlpmelit the dclects c-rvnc 
to n o t m  dunng the Marrunt) pcrmd, the Comrnittrc: uould lrkr (io\crrr- 
ment to constder uhethcr a replacement should be lrllicd tar. 11 repairs ntm 
stated to be undcnvay arc not soon complrlcd *atlsl'a~-tonl?." 
IS. No. 3 (Para 1 .XM) of Appmd~x to the lMth Report ( f  uurth I.rtL Snbha)] 

Hoth the chambctr hate srnce k n  repwed and c q w s  No. 2 and 5 
of the Inspection Notes habe btxn r e l c d  bj the ronwgnm.  

[Minrstry of Supply O.M. No, P 111-1U37)~M d a t d  17- 12-1970.j 



CHAPTER 111 

RECOMMENDATIONS/OBSERVATlONS WHICH THE 
COMMITTEE DO NOT DESIRE TO PURSUE IN  

VIEW OF THE REPLlES OF GOVERNMENT 

"Thc Committee regret that there was an inordinate delay of nearly 
thrce years in processing for arbitration Government's claim against the firm 
umounting to over Rs. I lakh. The claim was preferred in October, 1966, 
which the tirm promptly disputed. Due to the file getting misplaced, about 
10 months were lost before the case could be referred for legal opinion in 
August. 1967. The legal opinion could not be obtained till  Novembex, 1968, 
due to requisite details having to be collected. Therc was a further delay of 
8 months before an arbitrator was appointed in June, 1969 and his award 
is still awaited." 

"The C ommlttec trust that Cio\ernnicnt w ~ l l  lrsue sut~dblc tnstructton, 
Imprewng on all offic~als concerned w~th handl~ng of contract5 the need to 
be prompt and buune\sl~he In dealrng ulth caws The Comm~ttce ~ o u l d  also 
l i l t  to know the iictlon t~hcri agalnst perum reywns~ble or m~cplacement of 
the filc for tcn mori~hs " 
(SI. KO, 28 (Para\ 1.171 and 1 171, ol .4ppend1x I 1  to thc 105th Report 

(Fourth Lok Sabha)] 

Action Taken 
Net~cury inwuet~on, ac des~red by the Comm~ttee, have been issued 

to all Purchase Oflicers \rde D~rectorate General of Supplm and Dtspsah 
(0 & M Drviston) communlcatlon Nu. 3( 1 1'70-0 & daled 16th June, 
1970 (cop! enclowd ). 

V ~ p l , i ~ e  Section ha\c k e n  a4ed  to ~ n ~ r ~ a t e  actlon to f ix rerpons~bht} 
for mi\placcmen1 of the filc for ten month5 The result H I I I  be communmted 
to thc Puhl~c Account\ Commlt1t.e. In due c t )uw 

[M~nktr) of Supply OM No. P 111-12(10) 69 dated 21-P1970j 

No. 3(1):70 & hi 
DIRECTORATE: GENERAL OF SUPPLIES & DISPOSALS 

(0 & M DIVISION) 

The Publ~c Accounts Committee have made the follomng okrvat ion 
in their iO5th Report (Fourth Lok Sahha) on an Audit Para pertaining to 
the M~nistry of Supply/DGS&D :- 

"The Commtttct trust that Government H I I I  issue suitable instructions 
impressing on all oHicials concerned ~ t t h  handl~ng of contracts, 
the necd to be prompt and businesslike in dealing u ~ t h  cases." 
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2. The above observalion has arisen out of a contract placed by the 
DGS & D, for supply of certain stores. wherein, the firm having defaulted 
in supply. the outstanding quantity was cancelled and repurchased (at the 
firm's risk and cost). at an extra cost amounting to over Rs. 1 lakh. Notice 
was served on the defaulting firm on 7-10-1%6 to pay the extra cost. The 
firm disputed this claim in their letter dated 20-10-1966. The file having been 
misplaced, a b u t  ten months' time was lost, before the case codd be located 
and referred to the Ministry of Law for advia, in August. 1967. The Ministry 
of Lau uanted certain clarifications. before they could give thcir advicc. 
These could be furnished only in November, 1968 and the advice of the 
Ministry of Lau then obtained. There Ni ls  u, further delay of eight months, 
before an arbitrator \\,as appointed in June, 1969 and his award is still a\\.i\ited. 

3. A11 Officers concerned uith the handling of contracts are requested 
to ensure avoidance of delay. at any stage. while dcaling with the cases. 
particularl!. where Government's claims for recovery from firms. are 
involkcd. 

Sdi- 

All Ofticers at Headquarters; 
Head of all Rep~onal Otke*. 
Cop! to .-S 0. (CI)r*(-5). 

The mattcr regarding the rni~pl,icemenf of the lilc has vnct k n  cun11- 
ned b> the D~rectora~e General ol' Suppl~crs dL D~sposala. The cxplandcion 
of the dealme hand concyrned Ha\ called for and after con~~derat~on of h ~ s  
 ply he was ~ r a r c d  to be more caxful. In future. w ah to i$\otJ rwtlrrerwx 
of wch lapses. 

[Mm~s~r \  of Supply OM ho. I2(W)h9-P 111 dared 20.3-1971) 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS REPLlES T O  WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE 

AND WHICH REQUIRE REITERATION 

"The Committee would also like action to be taken for utilisationl 
rccovcry of 12.308 tonnes of Copper lying unutilised with the firm." 
[St. No. 6 (Para 1.22) of Appendix I1 to the 105th Report (Fourth Lok 

Sa b ha)] 

Action Taken 

The Minerals and Metals 'Trading Corporation here requested on 
0-1-1970 t o  adjust the exc~yis quantity o f  12.308 tonnes of copper bars wire 
relcased to the firm against any other release. as and when possible. The 
MMTC have intirnstcd that one release in favour oS the tirrn balued at Rs. 
26,017.'- has heen issued by Joint Chief' Controller o f  Imports and Expons. 
Thc k1MTC' have already taken up the matter irith the Joint ChiefController 
01' Imports and Exports, I'or ncce\sar> adjustmc.nt. Supplies haw hoaever. 
becn ~i thhc ld .  

[Ministr) of' Supply OM ho.  P 111-12(5)!68 dated 22-1-1971] 

"The C 'omrni l l~~ feel that, with a littlc cart, Government could habe 
a\oitied procurcmcrit of 7 oS the 25 winches costlng Rs. 2.75 lakhs, procured 
irgai~lst the contract placed in July. 1965. uhich subsequently became sur- 
plus. Thc contract for the winches which were required for the Lateral Road 
Proj+~'l bctwcen Amingaon and Hiireilly stipulatcxl delivery by 31st Xupst .  
1965. Due to delav i t1  thc approval of the prototype. the deliven period was 
later rrtixcd an 15th Apr~l. IW). in August. 1966. Ciobcrnment had d c c i k l  
to slow down the tempo and execution of the pro~ect, as a result of which a 
suhstanthl pan of the machinery originally indented for became surplus. 
It is not, therefore. clear why, in September, 1% and Lktxrnher, 1966, 
further extensions of delivery d a t a  bere agmd upon. The Ministry of Trans- 
port whxh was the indentor, could well have mducrd their requirements a t  
this s t a p ,  even if they had to agree to the extension. The Committee WOUM 
like to be informed as to why this was not done". 
[SI. No. 26 (Para 1.11%) of Appendix 11 to the 105th Report (Fourth Lok 

SWl 



Action Taken 

This information has to be furnished by the Ministry of Transport and 
Shipping. The Ministry of Transport and Shipping have been requested in 
htinistry of Supply O.M. No. P-111-12(1)/68 dated 25th May. 1970, to furnish 
this information. I t  may be added that the extension in December. 1966 
was giwn with the approval of the indentor. 

[Ministry of  Supply O.M. No. P-111-12(1)/68 dated 8-2-1971 .] 

The Committee note that in this Case "risk purchase" could not be cffcu- 
ted \ \ i~! i in  ;I period of sin months as the item in question was an imported 
store \\hich \+:IS not readily available. The Committee cnnnot, however. hclp 
tkling that the Department erred in the first instance while placing the 
contract. The offcr of the tirni cx-stcxk \+;is unsolicited besides being belated. 
Accordin I ( \  tender procedure, it could not. thcreforc. have hrcn entertained. 
Moreo\w. ~ h c  recognised tirnls ibliich were covcrcd b\ the tender enquiry 
had all \~ipulated impost assistance. I t  uas  ~hercforc inadvisable to ha\e 
concludcl! a contract with a part! u.ho offercd [hc material ex-stock. par~i-  
cularly irhen the offcr. ht.sdes being un\olicited. u;t.; belated. 

Action Takm 

The lndent an urpcnt one and the 1ndc111or h,lJ \l;itcd th .~ t  drllllri~ 
operatmns ucre .it ,i ~t.in'ljst~ll 'I he ~ndcntor l i d  c.~rlrcr ~ r l~ r i cd  direct tcndcrs, 
and f ~ n ~ ~ r d e d  a LOP) ot tender rccrlscd from S \ S S 
(-aI~uttd w h c >  urre (~ttcrinp thc \tore> c ~ - s [ c r l  Thc 111111 U.L\ 1101 Lnoun to 
rhe DGS h L) 'ind d j~ni~trr! tcnder ~ n q t ~ t q  \+,I\ ~\rucd to thrcc !:rmr w g p c \ -  
led b! Dtrec!or;zte L~iicr.11 t j !  Itxhn~c.11 Ik\clopn~cnt sfid d w  10 S \. 
5 S The l:~ttcr did riot rcs,pcwd dnd thc clthcr 
three firm+, quorcd for impor~cd q,?rc\ T hc lctuc\t t u o  offers, ucrc rclsrrcif 
i o  rhc ~ndenlor for confirmatton ol acc+pr.ihll~t) dnd for p r o t w m  of I C V ~ I ~ I I  
cwhange. In the rne,intlrw. a tsndcr h t c d  1-2-l'Mrc was rccc~vcd t n  p>st 
on 6-2-1965. Crom S s C'orpclrdtton. Calcutta ih14 tlrm 
had not k n  In\ired to tender. 4pprcntly,  thc tcnder dtxr~ment l i d  
becn p s w d  on lo them b) S s S . . S In rcqxrnr  Io 
d ktter dated 36-I-1%5 to t h ~ s  ttrm by the ~ndcntor, the firm quotrd cml) frrr 
two items The r a m  quoted b! the firm to the indcntor and thc IX;S&I) 
icere the same. The tndentor, In h ~ r  letter dated 1 1-2-19hS for\\ardcd a tcrpy 
of the F ~ n n ' s  oKer statrnp that ~mportcd offers uerc no[ u~ccp~oh lc ,  r \  he 
could not arrange an) fnrc~gn cwhanpc. He alu) conflrmcd that the slore-, 
as offered by S1s . C'orptwatton rx-uock ucrc rlcccptdhlr 
and sugge*ttd for procurement of thc atorpr offermi by the firm In sreu of 
the extreme urgency of the ~ndcntor's requlrcmenf and h ~ r  1nab111ty to prnrt& 
fnre~gn exchange. the tcndcr of S s . . . . . C ' n r p r s m n  wan rdm~tied 
and their ofkr  for thesc two tlems dcccpcd A b  thc .uwptawc of an unroll- 
w e d  offer amounted to negot tatlons. the approval of I he competent aur hn; 
w:. Addl. Dtreclor General and F~nancc uas  t&n 

[Mmislry of Supply O.M. h o .  12(19) 68-P-111 datcd 4-ll.IWO)I. 



CHAPTER V 

R.ECOMMENDATIONS/OBSERVATlONS IN RESPECT OF 
WHICH GOVERNMENT HAVE FURNISHED 

INTERIM REPLIES 

Recommendation 

"In the opinion of the Committee, this case raises a number of impor- 
tant issues : 

(i) The firm with uhom a contract for 46,000 Nos. of the store was 
placed at a unit price of Rs. 15.31 in January. 1964, did not supply 
more than 19..SOO Nos. Thcy, however, supplied identical stores 
against two other contract\ placed with them subsequently in 
October, 1066 and April. 1967 at unit prices of Rs. 36.65 
and Rs. 34.65 rcspctivcly. To heln the firm to complete the sup- 
plies against the lirst contract the rdease of 34.78 tonnes of 
copper, e *arcc metal. wai arranged by Government even though 
the contract contained no provision for i t .  Howe\er, after availing 
of this facility, the firm did not rnakc sny further supply against 
the lirst contract. Gowrnment have stated that [lie copper s u p  
plicd t o  the firm aguinbt the firsr corllract was irot "apparently" 
uti11vA for nuking suppl i~\  aptinst the t ~ o  s u b q u e n t  contracts, 
which probidcd for niuch hipher unit prices. but the firm had 
admitted that unutiliscd ktcrcks of thc metal are "still lying with 
them". The Comrnittec al,o ohwnc  that the firm hri\e had "various 
other r)tdsr\" from the Uaiiuaqs for similar storcs against uhich 
relcasc o l 'coppr  had been obtained b) them on !hi. hasis of import 
licences. Thc Comrnittec uould like i t  117 k cc;rnprchensi\ely 
invCstig:itcd how 1 1 1 ~  firm h:i\c u t ~ i l d  the matcrial supplied to 
thcni against all the orilcrs pl;l~-cli 1ri:h thcm \ince 1964 and to be 
appriscd of thc results of the in~tstigation. 

[SI. Nu. I(l'nra 1.21) 01' Appendix 11 to the 105th Hcpcvt (Fourth Lok Snbha) 

1X;S & 1) h3\c rcquestcd Controllers of Store\ of barlous Rd~luay> on 
2-7-1970 to furnish a Ir\ t  of the contr.icrs placed h! thcm on the ttrm where111 
nsmtancc for raw materials was also pven to them. On ~ ~ t x p t  of the replies 
from the varmus Railways, the nlatter ~ r l l  be tnvesrlpat~d further and the 
results intimated to the Publ~c Account!, Commlt t t~ .  as desired. 

[Ministry of Supply O.M. No. 12(5),'6X-P-111 d31ed 23-9-1970]. 

"(iii) Legal o mion is fairly well settled that en order plaixd at the 
'risk and expense ofthc Turnw, u r result of its breaching thc terms of deliver), 
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stipulated in a contract. should be placed within six months of the date of 
breach. I t  is also well settled that the date of breach is  to be reckoned with 
reference to the date of delivery which is mutually agreed upon between the 
supplier and Government. In the present case, Government extendcd the 
date of delivery stipulated in the contract suo nroto upto a period of'two years 
with the result that their "risk purchase" rights wen prejudiced. While the 
Conlmittee appreciate that Government will have to take a practicitl vicw of 
situations that arise in the course of dealing with 12.000 to 15.000 contracts 
in ;I year and that in certain cases sito nroto extensi~~ns cannot bc nvaided in 
a "hona ,fide effort to procure the stom". they would like to stress that 
Government bhould in  huch cases obtain expeditiously the suppliers concur- 
rence to cstensions given sr~o nroto. so that their risk purchase rights are not 
jeopardised." 
[Sf. No. 3 (Para 1.22) of Appendix i l  to the 105th Report (Fourth Lok 

S,tbha rj .  

Action Taken 

Secesary instructions hsvc k n  reircratcd fc>r guidance of thc Pur- 
chase Officer\ v i ih  Directo:;lte Gcneral of Supp1ic.s and Dispouls (Section 
CDN-2) Office Order No. 18(c) datcd 30-5-IY70 (copy enclosed). 

[Alinistry of Supply 0. M .  No. l l(i),%8-P--lll dated 23-9- lY7O). 

DIRECTORATE GElriER.1L OF SUPPLIES & DISPOSALS 
(Scr.tton C[)h-?l. S E W  DELHI 

OFFICE ORDER KO. IS(C). f h t r v d  30-5- I Q70. 

Accordtnp to thc ~mrructlon:, contdlncd 111 thc above atcd offtic order. 
even\ion of deli\cr) dare amount< to changlng tt~c tcrrnr ot thc ortpttr.il 
contract and ruch an crtcnwxi can be onl? with the ~onlcnl  of the parires 
I .P . .  the purchaser and the sciler. Extrnucm granled w~thout ,in> applrcat~on 
on the p r t  of thc contractor. has no e k t  in I:iw and d c m  not b~nd the 
contractor Nh~le  granting extrnuon of bnlc on an applrc.itron from ~ h c  con- 
tractor. tbc lcrter and the spmt of thc appltcatwn biiould & hcpt In \ i c ~  111 
f i x q  the tlme for dehvep 

Thc Publ~c Acxountr Commltra camc acros5 a fcw cam w k c  JW 
moto extension of dcllrery was prnntcd by thc purchaw o f k r  for whrch 
the concurrence of the suppler was not obtmned. When the firm f ~ ~ k x l  to 
effect supplres b) the clrtrnded dc.lner> dwk, the po\crnmcnl could not m k c  
'risk purchase' at tht expenw of thc wpphcr as by that trm stn m m h r  from 
the last mutually agreed deli\.try date had ~liiwJ 

If in certain caws suo nroro cntcnwns cannot he abuidcd in a hvno 
f& dm to procure the storm but wherr such an cxtm&m k a m e s  irm- 
capable, the Purchase ORccn should abra~n cxpdmourly ~ h c  supplm's 
concurrence to the extension ao that the purchaser's rak purchaw fights 



s r o . o l ~ T h e y s h l d b e u  in m i d  thedated h c h  &tbe 
nm&y o p h d q  the risk ptmhese A n  withia 6 mcmths from that date. 
N e d m  to emphaiiw tbat any inactivity on tk part of the purcha# offiotr 
ia such cases would jcopmdise the intbrevts of Lhc govetameat. 

All purchase offlcers/sactione are requested to note the above instme- 
tions for strict compliance. 

Dated 29-5- 1970. 

Standard Distribution. 

Sd/- (D.S. DUGGAL), 
Deputy Director (CS-I). 

On file No. CDN - 2/7(18)/1!70. 
Copy t0:- 

CDN-5 Section with reference to their Memo. No. CDN-5 4(16)/70 
dated 13-5-1970. [Items 3(1.22) and Items 31(1.90) re / m.] 

"Though Government would appear to have lost their "risk purchast"' 
rights in this case, it would appear that in terms of the legal opinion given, 
eneral damages can be claimed, the measure of which will be tbt differeaae 

%e tween the contract rate and market rate on the date of breach". The Com- 
mittee would like action to be speedtly in~tiatcd for recovering such d a m a g ~  
from the firm". 
[St. No. 5(Para 1.22) of Appendix 11 to the 105th Report (Fourth Lok Sabha)] 

A registered notice datcd 23-11-1968 was s e n d  on the firm for the 
recovery of Rs. 1,94,51Q towards general damages based on the difference 
in the AiT price and the market rate prevailing on the date of breach. The 
finn, however, vkfe their letter dated 1-1-1969 refuted the Gov~.'s claim 
and instead put fownrd their own claim on account of interest an the 
capital blocked up in purchase of copper from MMTC and godown rent. 
The case was rcfcrrcd to arbitration the DGS 65 D on 15-3-1969. 

According lo thc latest position, 25-7-1970 has been fixed for filing 
the statement of claim. 

The final outcome of the arbitration proceedings will be intimated to 
the Public Accounts Comrnitttt, in due course. 

[Ministry of Supply O.M. No. P 111-11(5),68 dated 22-1-1971),] 

"tho Committee note that in respect of two contracts placed with the 
tlrm, where import ~ ~ & ~ n c o  to the tune of Ra 12.78 lakhs was provided by 
Gownmeat for import of thc sauce non-furous metals, Govcmmcot 
8 ISSnl-6 



"suspects" malpractices in the utilisation of the importad matcria!. hnu, 
evidence it was also stated that "simlar malpmctioes" by the firm d 
occurred in "another caw". In the light of this position the Committee would 
like Government to investigate thoroughly how the firm utiliscd non-ferrous . 
metals worth about Rs, 25 lakhs which were imported by it on the basis of 
impart licences issued by Government in connection with the five contrects 
mentioned in the audit paragraph. The Committee would like to be apprised , 
of the results of the investigation and action taken on its findings." 
[SI. No. IZ(Pan 1.58) of Appendix 11 to the 105th Report (Fourth Lok 

Sabha)] 

The matter is under examination and the Committee will be apprised 
of the results of the investigation. 

Ministry of Supply OM No. 12(39)!67-P-111 dated 510-1970]. 

"On the basis of experience of this case, the Committee would like 
Gxernment to consider what safeguards should be built into contracts 
which in\olve import assistance so that the contracting firms do not derive 
unintended benefit by retaining unutilised raw materials imponed for the 
purpose with Government assistance." 

[SI So. I3Para 1.59) of Appendix I1 to the 105th Rtpan (Fourth 
Lok Sabha)]. 

The queaion its to w hiit further siifcguards could k huilt into the Gene- 
ral Cond~tmns of Cvnlract gaverning conlracl$ of the lXiS & D, is being 
examined In condlation uith thc Min~stry of law. Public Accounls Commi- 
ttee udl be ~nformed a b u t  further development. 

[Ministry of Supply OM No. 12(?9)%7-P-II1 dilled El&1970]. 

"Accordmg to Rule 16 of the Ccnrral F~nancial R u l e  of the Ccntnrl 
Government. I O W ~ S ,  fraud, ctc. notiwd by Govcrnmcnr offuxm have to 
be 'immcdiatel~ r r p n d '  to Audit. I n  this caw, fraud amauntin@ 10 
Us. 2.84 lakhs was not brought to the noricc of Aud~t. Thc Commtlm 
would like lo bc apprised of the reasons for no1 doing so and the lrction 
taken against the delinquent oficers." 
[Sl. KO. 1H(Para I .  193) of Appendix If lo the 105th Rcpan (Foutlh lok 

SrbhaIJ. 



~astrwtiom have been issued vide O h  Order No. 54, dattd 28-5-1970 
(aopy mc1me-d) that the purchase ofloen, should ensure tbat dl cam of fmprd 
or suspected fraud are reported to the w n W  P & A 0  and tb A d %  
OfRctr, immediately as they come to notice. 

Ministry of Supply OM No. P nI-12(12)/68 dated 21.1-1971% 

GOVERNMENT OF INDU 
DIRECTORATE GENERAL OF SUPPUES & DISPOSALS 

CO-ORDINATION SUPPLIES SECTION-2 
NEW DELHI 

OFFICE ORDER NO. 54. , Dared : 285-1970. 

Sus~ecr:--Reporting of /osm/damages of ,fraud to the higher 
authorities. 

In accordance with the recommendations of the Public Ac~nunts Com- 
mittee, instructions w m  issued vide U.O. NO. CDN-3/1(21),'II~, dated 
24-1 2-1968 that all complaints and reports of malpractices, fraud etc. received 
from the consignees generally under the following categories, should be 
immediately brought to the notice of Director of Supplicv for instructions 
regarding the corrective action to be taken and for report to the higher autho- 
rities, DG/Ministcy of Supply:- 

( i )  delay in supply of non-receipt of stores for which advance pay- 
ments were made to the firm; 

( i i )  non-despatch of complete~wrrcct stores as approved by thc In- 
spector and for which advance payments were drawn by the firm; 
and 

( i i i )  claiming advance payments by quoting wrong despatch parti- 
culars. 

It  was also prescribed therein that all such complaints should be entend in 
a register ss per proforma indicaled in the Annexure. and the register should 
be examined every fortnight to ensure prompt and effective follow-up action 
reguhriy. 

2. Reference ib  a h  invited to para 335 of the DGQD Marlual 
of Office P r d u n  (1960 Edition) which prescribes the method of rcportirrg 
the instances of loss of public money. As per Rule 16 "Report of lo~es'" 
under (Chapter 11) Section V "Dcfaicarions and Lossess". of the General 
F i ia l  Rulcs (Revised and Enlarged) 1963, loss or shortage of Public 
moneys, departmental revenue or receipts, stamps, opium. stom or other 
property held by, or on behalf of, Government, caused by defalcation or 
oLherwiae including losses and shortages noticed as a result of physical wri- 
lication, which is disoowrtd in a treasury or other oftice o- *partmcnt. shall 
bp immediately reported by the subordinate authority co:,.ttw!d to the next 
h r g b  authority aa well as to the Audit Oaccr and th . .munts O f b r ,  
aven when w h  losr has beca msde good ty tbe pasty regpmdbic for it. 



3. Rckvant provision in the Pay & h u n t s  OfRar Maaaol issued 
by the Comptroller and Auditor Gencnl with the approval of the Mh. of 
Finance are ~pkoduord MOW:- 

"Para &The Department contwncd should report the defalcation 
and losses to the Ply & Accounts OflSccr and the statutory audit 
officer simultaneously on nnipt  of a report of defalcation or 
loss of public money or property the Pay & Accounts Offjar 
should call for such further information as he may require on the 
subject and carefully examine the cast and ascertain whether the 
defalcation or loss was rcnded possible by any &fad in the rules, 
or whether it n u  due to nqlect of r u b  or want of supervision 
on part of the authorities. He should then report the rcsult of such 
examination to the authority competent to sanction the wrile off 
of the loss; unless he considers, for any special reason that. thc 
Govt. should also be informed. 
Para 467. The statutory audit oficer will keep hirnedf in touch 
with the progress of the ~nwstigation made by the Pay & Accounts 
Officer and any mformation requtred by the former has to be 
furnished by the latter. Where necessary the Pay & Accounts 
Ofioer's rcpm to Go~rrnment will be supplemented by the wxn- 
ments of t k  statutory Audit OKir .  
Whenewr any case of loss in which there is a possibility of the 
R e s e w  Bonk of lndm king made lmble to Govcrnrnent cithcr 
ln mpxr of operalion on Gnvem~ncnt AlGs conduclcd by itself 
or h! i t5 agcnts or othcrw~w comes to hrs MILV, the Pay k Acoou- 
nts Oficcr should calf for such f u r t l w  infurmmon as he may re- 
qum on the subjmt. On w c i p  of thss infornlalion uhich must 
be oblrrlned \\rthcwt drla) he should ar once made n report of the 
casct to the Fmam M m r q  for such action as he may doem fit." 

4. In accordance u ~ t h  the aforesaid prottuon 11 i 5  necessary that as 
and when cases of fraud or w s p n . t r d  trrud come to the notice of the Pur- 
chasr Officers lhey simuld lurn~rh all nka~labie facts of the cax to thc Pay 
Bi Accounts Oficer as well a\ to the sraturoq .4udrt OR'K'CT. It will then bc 
the rnponsibht.r of the Pa) & Accounts Ofttcer to cxnrnmc and arccrtatn 
ru to whether the fraud has been made psrblc Jur to mmc dcrccu of R u b  
or Procedure or whether 11 w a s  due lo ncglrgrnct d born! authority. 

Purchaw Offxm are rcquewd to cnsun that all such cam arc repar- 
tcd to the concerned Pa) & Accounts O k e r  m d  thc Aud~t Ofllccr immcdl- 
tely they come to nittlce. 

Thrs issucs uith the approul ot Iaianai F:inanrr/C'.P. & A.O. urd Mc 
nistr) of Supply. 

Sd - (D. S DUGGALL 
Dy. Dtrmor IC'DN SUPPLIES 1) 

Sundard Disuibut~on ---- -- 
(Fik NO. CDN-Z~13(3)i11/69). 

Copy to : CDNJ. This &ra to their U.O. No. CDM-S;A&2(1JQjJ611, 
dated 20.11-1969. 



'Tho ChnmiUat would dm like to be apprhcd of the outcome of tbs . 
arbitration pramdings and the progress of recovery of the amount due." 
[SI. No. 2!4(Pm'a 1.173) of Appendix I i  to the 105th Report (Fourth Ldr 

Sabha)]. 

The case is still under arbitration. The result will be intimated to 
the Public Accounts Committee in due course. 
[Ministry of Supply OM No. l2(#))/6S-P 111 dated 21-9-1970]. 

The Committee note that the question of recovery of general damam 
from the firm amounting to Rs. 11,265 is under cormpondtnce. They would 
like. to be apprised of the p r o w  of recovery. 
[SI. No. 33(Para 1.195) of Appendix 11 to the 105th Report (Fourth Lok Sabha)] 

Since the Acccptoncc of Tender is gowrmd by the arbitration &use. 
the ccw has to be rdencd to arbitration; but before doing so. the tinancia1 
standing of the firm has to be orccrtained. It is understood from the Home 
Department, Government of West Ben@, and the Income Tax Cornmissic~ 
ner, Calcutta, that the firm is a proprietary conccm. Assuch, the financial 
standing of and the value of property available with the proprietor is being 
axertaincd from the Income Tax C.~mmissioner. Calcutta. as alw, from the 
District Magislratc, Jhunjhunnu, Rajasthan. The Committee will be apprised 
of the progress of recovery. 
[Ministry of Supply OM No. 12(19)/68-Pill. dated 4-8-1970] 

M A  SEZHIYAN, 
ChPu'rmon. 

Public Arcowrfs Cornminee. 



APPENDIX 

Suttttttaty of main Conclusio~/Recomme&~ions - 
. h m N o .  M~nistryl Conclusion/Recommendation 

kpartmrnt 
Concerned 

- * - - --- -- --- 
(I) 12) (3) - -------- (4) 

I .  1 .3  Supply The Committee h o p  that final replies in re rd to  thosc ~ O O O I ~ E  
mendations to which only interim replies e v e  so fu k m  fob 
nished will be submitted to them expeditiously after getting 
them vetled by audrt. 

1 -. 1 . 7  I h .  The Committee find that as against 12.308 tomes of unutilised 
cleclrdy tic copper, M MTC have with held for adjustment snp 
p l ~ c s  valucd at only Rs. 26,0171- in respect of a subsequent re- 
k a ~  l a  the firm by the Joint Chief Controller of Impom and 
Exports. The Committee desire that reooycfy/adjustment of the 
remaining quantity of the material should be made expalitiu- 
urly. 

The Committee note that departmental action is yet to be taken 
aga~nst thc offi'ers concerned in regard to the omissions to 
cnrurc that the helmets were titled with adjustable head-bandg 
ar provided in the IS1 specifications and to take serious natia 
of the complaints which were &ved from the users mitidy 
a b u t  the oversize of the helmets. They would like Government 
10 finalise the disciplinary procctdings apcditiously. 

As r@ other lapses, tht Committee deJife that the dctaiis 
of adon taken or prbposed to be taken agaiast defkdt&g of& 
dab k intimated to them. 



Supply 

Supply 

Do. 

The Committee would like to be informed of the outcome of the . 
suit which may be intimated to them in due course. 

The Committee are not satisfied with the stow progress madc in 
the investigation of the case. 'Ibey would like the matter to 
be investigated without further delay and the results intimated 
to them. 

The Committee see no reason why the question of building safe- 
guards into the general conditions governing contracts of the 
DGS & D wuld not be finalid so far. Tbey desire that Go- 
ment should come to an early decision in this regard and inform 
them of it. 

Do. The Committee hope that the investigation into the circumstances 
that led to the consignee's failure to report would be expedited 
and suitable action taken if the investigation brings to light any 
malafides on their part. 

Shipping & The Committee do not appreciate the vague contention of the a 
Transport Ministry of Transport that "it was apparently considered that 

the additional winches were necessary to bring the work in 
progress to a convenient stage". They wish to reiterate that 
a proper review about the specific requirement of winches shodd 
have been carrid out before agreeing to the extension of deb- 
very period for the supply of remaining winches in December, 
1966. 

The Committee note that the offer of the firm for supply a-stock 
had to be accepted due to urgency and indentor's inability to 
arrange foeign exchange and that the approval of the compttcnt 
authority was taken. The Cornnuttee would. however, like to 
point out that before conciuding the contract with the party 
who made a belated and unsolicited o a r  of the m a t d  ox- 
stock, Government should have statisficd itself about tb quality 
of the goods by inspecting a sample of the material. '-@~m-=sm 1 - 1 , ~ r  - ---- -1 1-11. 




