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INTRODUCTION

1, the Chairman of the Public Accounts Committee, as authorised by
the Committee, do present on their behalf this Seventeenth Report on the
Action Taken by Government on the recommendations of the Public
Accounts Committee contained in their 105th Report (Fourth Lok
Sabha) relatirg to the Ministry of Supply.

2. On the 8th July, 1971, an “Action Taken” Sub-Committee was
appointed to scrutinise the replies received from Government in pursuance
of the recommendations made by the Committee in their earlier Reports,
The Sub-Committee was constituted with the following Members:—

1. Shri B, S. Murthy— Convener
Shri Bhagwat Jha Azad
Shri Ram Sahai Pandey |
Shri C. C. Desai 3 Members
Shri Thillai Villalan i
Shri Shyam Lal Yadav |

- YV RE N}

3. The Action Taken Notes furnished by the Government were
considered by the Action Taken Sub-Committce of the Public Accounts
Comminee (1970-71) at their sitting held on 9th December, 1970. Conse-
quent on the dissoiviton of the Lok Sabha on the 27th December, 1970,
the Public Accounis Committee ceased to exist from that date. The Action
Taken Sub-Committee of the Public Accounts Committee (1971-72) consi-
dered and adopted this Report at their sitting held on the 3rd August, 1971
based on the suggestions of the Sub-Committee of PAC (1970-71) and fur-
ther information received from the Ministry of Supply. The Report was
finally adopted by the Public Accounts Committee on the 31st August, 1971,

4. For facility of reference the main conclusions/recommendations
of the Committee have been printed in thick tvpe in the body of the Report.
A statement showing the summary of the main recommendations;/observations
of the Commitiee 15 appended to the Report (Appendix).

8. The Committee place on record their appreciation of the commen-
dable work Jone by the Convener and the Members of the Action Taken
Sub-Committee (1970-71) in considering the Action Taken notes and offer-
ing suggestions for this Report which could not be finalised by them because
of the sudden dissolution of the Fourth Lok Sabha.

5. The Committee placc on record their appreciation of the assis-
tance rendered Lo them in this matter by the Compiroller & Auditor General
of India.

Niw D ERA SEZHIYAN,
August 31, 1971, Chairman,
“Bhadra 9, 189X(S). Public Accounts Commitiee.
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CHAPTER 1

REPORT

. 1.1. This Report of the Committee deals with action taken by Govern-
ment on the recommendations contained in their 105th Report (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, Action Taken Notes/Statements on the recommendations of the
Committee contained in this Report have been categorised under the follow-
ing heads :-~— :

(i) Recommendationsjobservations that have been accepted by Govern-
ment.
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) Recommendations/observations which the Sub-Committee do not
desire 10 pursue in the light of the replies received.

S. No. 28

(iii) Recommendationsjobservations replies 10 which have not been
accepted hy Committee and which require reiteration.

S. Nos. 6, 26 and 32.

(iv) Recommendationsjobservations in respect of which Government
have furnished interim replies.

S.Nos. 1, 3,5,12,13, 18, 29 and 33.

1.3. The Committee hope that final replies in regard to those recommen-
dations to which only interim replies have so far been furnished will be submit-
tod to them expeditiously after getting them vetted by andit.

1.4. The Committee will now deal with action taken notes received
on some of the recommendations.

Purchase of “Joint bonds —Paragraph 1.22 (vi) (S.Ne. 6)

1.5. In paragraph 1.22 (vi) of their Hundred and fifth Report (Fourth
Lok Sabha) the Committee had made the following observations in regard
to the utilisation of stock of metal imported with Government assistance by
a firm and still lying with them:—

*“The Committee would also like action to be taken for utili_uﬁonl
&wdllﬂtmoprperw:unmﬂmdmmﬁw
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1.6. In their reply dated 6th August, 1970, the Ministry of Supply
have stated:— '

“The Minerals and Metals Trading Corporation were requested on
9/15-4-1970 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 withheld.”

1.7. The Committee find that as against 12.308 tonnes of unutilised
electrolytic copper, MMTC have withheld for adjustment supplies valued at
only Rs. 26,017 in respect of a subsequent release to the firm by the Joint
Chief Countroller of Imports and Exports. The Committee desire that reco-
very/adjustment of the remaining quantity of the material should be made

expeditiously.

Purchase of non-metal helmets— Paragraphs 8.38 and 8.39 (S. Nos. 7 and §)

1.8. In paragraphs 1.23 to 1.40 of 105th Report (Fourth Lok Sabha)
the Public Accounts Committee had ecxamined a case of supply of non-
metal helmets to State Governments and certain public/private sector under-
takings for use in their Civil Defence establishments. Many of the helmets
were found to have a number of defects. Primarily, there were vital mistakes
in the formulation of standards for the manufacture of these helmets., Be-
sides, the essential “‘users’ test” was not carried out even at the stage of
production of the prototvpe. resulting in the helmets being over-sized. Also
the fact. that the helmets as per the [SI specifications, were to be provided
with adjustable head bands. was not intimated to the supplicr. No serious
notice of the first complaint about the defects made in January, 1965 was
taken by Governrient with the result that, defective helmets continued to be
supplied for a considerable period. The Public Accounts Commitlec, in
this connection, made the following observations in paragraphs 1.38 and 1.39:

“The Committec {eel thal a series of omissions resulted in Government
being saddied with a supply of about 75,000 helmets, the bulk of
which, costing Rs. 4.88 lakhs, have been found “absolutely usc-
Jess.”

In the first place, the specifications evolved for the helmets by the In-
dian Standards Institution were faulty There was a **vital mis-
take” which arose due (o0 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 10 be over-sized that “the larger helmets could not fit any-
body except perhaps the astronaut™. Besides, the specification
permitted the use of thermoplastic material which caused other
defects in the helmets like sagging etc. It has been stated that
the specifications were drawn up in a “great hurry” within 1§
days, as against 52 months which is required on an average for
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formulation of standards, but the Committee fail to understand
even then how a vital and elementary detail like the size of the
helmet was not adequately investigated before formulating the
specifications, It is even more regrettable that such faulty specifi-
cations should have been 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 three 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 suit various head-sizes. It is
astonishing that this 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 person who had
tried it thought that it (the helmet) was supposed to be worn on
the turbans or something else” is ingenious but unconvincing.

Thirdly, the specilications drawn up for the purpose of the contract
themselves deparied in some respects from the ISI specifications
from which they were derived. The ISI specifications had pro-
vided for the helmets being fitted with adjustable head-bands, the
provision of which might have rendered part of th: helmets sup-
plied usable it but due to an omission on the part of the indenting
authority as well as the authority which processed the indents,
this was “‘unfortunately lost sight of .

Fourthly, the supply itself would appear to have deviated {rom the
specifications in certain respects like wearing height eic.

Lastly. “'serious notice”” was not taken of the complaints which were
reccived from the users initially about the size of the helmets.
The first complaint was received in January, 1965 when only 1,884
helmets had been supplied and it would appear that this complaint
was received not only by the indentor but also in the Directorate
General of Supplies and Disposals. 1t was only after complaints
from other users started coming in that the matter was investigated
and steps taken to stop further supplies, but by that time nearly
75,000 helmets had been either supplied or were ready.

The Commitiee note that the officials who were connected with the
formulation of the standards are now “dead and gone™. But in
regard to the other omissions that occurred, the Committee would
like an investigation to be made and responsibility fixed.

1.9. In their reply dated 26th October, 1971, the Ministry of Home
Aflairs have stated —

“Preliminary enquiries have been compleied to fix responsibility for
omission to reiterate in reply to an inquiry from the DGS&D 1hat
the head-band was to be adjustable as provided in the 1S specifi-
cations. Action against the officers concerned is under consi-
deration.
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With regard 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.
It is proposed to take departmental action against the officials
concerned.”

1.10. The Committee note that departmental action is yet to be taken
against the officers concerned in regard to the omissions to ensure that the
helmets were fitted with adjustable head-bands as provided in the ISI specifi-
cations and to take serious notice of the complaints which were received from
the users initially about the oversize of the helmets. They would like Govern~
ment to finalise the disciplinary proceedings expeditiously.

1.11. As regards other iapses, the Committee desire that the details of
action taken or proposed to be taken against defaulting officials be intimated
to them.

Non-accoumtal of import licence assistance given for purchase of non ‘errous-
alloys—paragraph 1.43 (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 its own raw materials for
supply of contracted goods. pending receipt of import assistance, the Com-
mittee had made the following observations in paragraph 1.48 of their
105th Report (Fourth Lok Sabha) :--

“The Commitiee note that under the 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-matenals required
for supply of the contracted goods. Pending issue of licence, the
supplier was asked to use raw materials from his own stocks,
The firm has now sued Government for the difference between the
landed cost of raw materials today and the cost as on the date ot
submission of tender or in the alternative pay compensation!
damages to the tune of Rs. 585 lakhs. As the matter is sub-
Judice. the Committee would like 1o reserve their comments on the
vanous 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 October, 1970, the Ministry of Supply
have stated:.-
“The observations ot the Public Accounts Committec have been noted.”

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

Non-accountal of impor! licence assistance given for purchase of non-ferrous-
alloys—paragraph 1.58 & 1.59 (5. Nos. 12 & 13)

1.15. Referring 10 another case entered into by Government with the
firm, which had retained some of the non-ferrous metals imported by it on
the basis of import licences issued by Government, the Committee had made
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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 Rs. 12.78 lakhs was
provided by Government for import of scarce non-ferrous metals,
Government ‘‘suspects” malpractices in the utilisation of the im-
ported material. During evidence it was also stated that ** similar
malpractices” by the firm had occurred in “another case”. In
the light of this position the Committee would like Government
to investigate thoroughly how the firm utilised non-ferrous metals
worth about Rs. 25 lakhs which were imported by it on the basis
of import licences issued by Government in connection with the
five contracts mentioned in the audit paragraph. The Committee
would like to be apprised of the results of the investigation and
action taken on its findings.

On the basis of experience of this case, the Committee would fike
Government to consider what safeguards should be built into
contracts which involve import assistance so that the contracting
firms do not derive unintended benefit by retaining unutilised raw
materials imported for the purpose with Government assistance.”™

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

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

The question as to what further safeguards could be built into the
General Conditions of Contract governing contracts of the D.G.S.
& D.. is being cxamined in consultation with the Ministry of Law.

Public Accounts Commitice will be informed about further de-
velopmants.”

L17. The Committee are not satisfied with the slow progress made in
the investigation of the case. They would like the matter to be investigated
without further delay and the results intimated to them.

1.18. The Committee see no reason why the gquestion of bailding safe-
guards into the general conditions governing contracts of the DGS&D could aot
be finalised so far. They desire that Government should come to an early
decision in this regard pnd inform them of it.

Drawal of advances on stores not supﬁlied—-—paragraphs 1.90 and 1.91 (S.No.16)

1.19. While dealing with a case in which a firm fraudulently obtained
advance payments for supplies which were not affected by it, the Commitiee

in paragraphs 1.90 and 1.91 of their 105th Report (Fourth Lok Sabha)
made the following observations:-

“The Committee consider it unfortunate that a firm *‘fraudulenily™
obtained advance payments amounting to Rs. 2.84 lakhs for sup-
plies which were not affected by it.  The payments were made on
the basis of claims which bore reference to Rallway Receipts
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under which the stores were purported to have been despaiched,
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 matter came to notice, when 1 out of
the 66 consignees defrauded complained. This s not the only
case which has come to notice of the Committee. In their first
Report (Forth Lok Sabha), the Committee had commented on a
case where a firm had fraudulently obtained advance payments
amounting to about Rs. 1.85 crores against supplies of road-
rollers which were not made by them.”

“The Committee appreciate that, while the magnitude of ihe fraud
imolved 1n these cases may be large it does not warrant the stop-
page of advance paym:nt facilities which are being extended to
firms. The representative of the Department of Supply pointed
out to the Committee that, during the last 22 years, there have
been ‘‘only 36 cases™ of this type, involving a total sum of Rs.
2.23 crores, which works out to 0.04 per cent of the total purchases
made. But the Committee do feel that the procedures evolved
on the basis of these cases need to be implemented promptly.
How tardy the implementaticn of the procedures has been would
be evident from the facts of the present case. The procedure
evoived provides for the Pay and Accounts Officer sending a debit
intimation memo. after making payments to a firm.

There were as many as 66 consignees, who received these intumations
in this case, but only one complained and it was this complaint
which, on investigation, brought to light this {raud. In the Com-
mittee's opinion, this suggests that neyher the Directorate General
Supplies and Disposals nor the consignee progressed the contract
in this case with vigilance or alertness. Had they done that, the
fraud might well have come to light earlier.  The Commitiee hope
that instructions would be 1ssued to ensure that the reviced pro-
cedures evolved to stop cases of fraudulent payments of this type
would be strictly enforced. The Commitiee would also ke
Government 1o investigate the circumstances under which the
consignces in this case failed to progress the contracts and to tahke
suitable action thereafter.”

1.20. In their reply dated 12th October, 1970, the Ministry of Supply
have stated :-

“The instructions regarding progressing of indents and supply have
been re-iterated in Office Order No. S dated 1.1.1970.  As a further
measure of safeguard, the Pay & Accounts Officer 1s required to
obtain a confirmation from the consignee regarding receipt of
stores in full or the cxient of supply within 45 days, of receipt of
debit intimation memo by the latter.  The Chief Pay & Accounts
Officer has been requested in this office Jetter No. CIIN-3/1:421)
i11/67 dated 30.5.70 to ensure that the procedure now evolved,
to stop cases of fraudulent payments, 18 strictly enforeed.,

1.21. As regards the suggestion of the Committee that the Govern-
ment should investigate the circumstances under which the consignees, in
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this case, failed to progress the contract and to take suitable action there-
after, the matter is being taken up with the Indenting Departments/Minis-
tries as to why the consignees failed to progress the contract and report the
matter to the D.G.S. & D.”

1.22. The Committee bope 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.

Purchase of winches—paragraph 1.66 (5.No. 26)

1.23. In paragraphs 1.154 to 1.167, the Public Accounts Committee
had dealt with a case of purchase of winches which had been rendered surplus
duc to an earlier decision of the Government to slow down the tempo and
execution of the 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 that, with a little care, Government could have
avoided procurcment of 7 of the 25 winches costing Rs. 2.75 lakhs,
procured against the contract placed in July, 1965, which subseq-
uently became surplus.  The contract for the winches which were
required for the Lateral Road Project between Amingaon and
Bareilly stipulated delivery by 3lst August, 1965. Due to delay
in approval of the prototype, the delivery period was later refixed
as 15th April, 1966,  In August, 1966, Government had decided
to slow down the tempo and execution of the project, as a result
of which a substantial part of the machinery originally indented
tor became surplus. 1t is not, therefore, clear why, in September,
1966 and December, 1966, further extensions of delivery dates
were agreed upor. The Ministry of Transport which was the
indentor, could well have reduced their requircments at this stage,
even if they had 1o agree ty the extension. The Committee would
like to be informed as o why this wou not done.”

124 The Mirsstry of Transper:, who made the indent for the winches,
in their reply dated Sth December, 1970, submitted the following reply -

“Though tlic tempo of the project was slowed in August, 1966, due
to the economy drive launched by Government, it was apparently
considered that the additiona! winches were necessary to bring the
work 1o progress to a convenient stage.”

1.25. The Committee do not sppreciate the vague contestion of the Minis-
try of Transport that “it way apparently considered that the additions] winches
were decessary to bring the work in progress to a coavenieot stage.” They
wish (0 reiteratc that a proper review about the specific requirement of win-
chies should have been carried out befure agreeing to the extenaion of delivery
period for the supply of remaining winches in Docember, 1966, :
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Non-recovery of extra cost in repurchase—paragraph 1.194 (S.No. 32)

1.26. Referring to a case where an order for the purchase of stores was
given to a firm which was not covered by tender, the Public Accounts Com-
mittee in paragraph 1.194 of their 105th Report (Fourth Lok Sabha) had
made the following observations -

“The Committee note that in this case “‘risk purchase” could not be
effecied within a period of six months, as the item in question
was an imported store which was not readily available. The Com-
mittee cannot. however, help feeling that the Department erred
in the first instance while placing the contract. The offer of the
firm ex-stock was unsolicited besides being belated. According
to tender procedure. it could not. thercfore, have been entertained.
Morcover. the recognised firms which were covered by the tender
enquiry had al) stipulated import assistance. It was therefore
inadvisable to have concluded a contract with a party who offered
the matcrial ex-stock. particularly when the offer. besides being
unsolicited. was belated.”

1.27. in their reply dated 31Ist August. 1970, the Ministry of Supply
have stated :-

“The indent was an urgent one and the indentor had staied that dril-
ling operations were at a standstill. The indentor had carlier
invited direct tenders and forwarded a copy of tender received from
Ss. S S Calcutta who were offiering the stores,
ex-stock. The firm was not known 1o the DGS&D and a limited
tender inquiry was issued to three firms suggested by Directorate
General of Technical Development and alsoto S5, S LS
The latter did not respond and the other three firms quotcd for
imported stores. The lowest two offers were referred to the
indentor for confirmation of acceptability and for provision of
foreign exchange. In the meantime, a tender dated 1.2.65 was

received by post on 6.2.65, from Sjs......... Corporanion, Lalcunta.
This firm had not been invited to tender. Apparcml\ the tender
document had been passed on to them by S's S in

response to letter dated 16.1.65 to this hrm h, the md.nmr,
the firm quoted only for two items.  The rates quoted by the firm
10 the indentor and the DGS&D were the same.  The indentor,
in his letter dated 11.2.65 forwarded a copy of the Firm's ofler
stating that imported offers were not acceptable. as he could not
arrange any foreign exchange. He also confirmed that the stores
as offered by S's...... ... Corporation ex-stock were scceptable
and suggested for procurement of the stores offered by the tirm.
In view of the extreme urgency of the indentor’s requirement and
his inability to provide foreign exchange, the tender of Sis... ...
Corporation was admitted and their offer for these two items
accepted.  As the acceptance of an unsolicited offer amounted
to negotiations, the approval of the competent authority vz,
Addi. Dircctor General und Finance was tahen.””
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1.28. The Committee note that the offer of the firm for supply ex-stock
had to be accepted due to urgency and indentor’s inability to arrange foreign
exchange and that the approval of the competent authority was taken. The
Committee, would, however, like to point out that before concluding the con-
tract with the party who made 2 belated and unsolicited offer of the material
ex-stack, Government should have satisfied itself about the quality of the goods
by inspecting a sample of the materisl.



CHAPTER 11

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN ACCEP-
TED BY GOVERNMENT

Recommendation

“The provisions of the contracts executed with supplicrs generally
pravide for the stores being purchased at the risk and expense 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 was 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 firm this opportunity, but they would like it to be exami-
ned whether, by appropriately amending the terms of tender and/or contract,
it would be possible to ensure that a defaulting firm is debarred from getting
the “rick purchase™ order. From copies of legal opinion on the subject,
which were furnished to the Committee, they observe that there may be
*no legal impediment to implementation’ of this suggestion, if a firm ‘‘agrees
to this condition™.

[S1. No. 2 (Para 1.22) of Appendix 11 to the 105th Report (Fourth Lok Sabha)]

Action Taken

Necessary instruction have alrcadv been reiterated vide Directorate
General of Supplies and Disposals (Sectinon CDN-2) Office Order No. 21 ()
dated 3.3.70 (Copv enclosed).

{Mimist-y of Supply. O.M. No. 12(5),68-P 111 dated 23.9.1970}.

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(Section CDN-2), NEW DELHI-1

OFFICE ORDER NO. 21 (O) Dated: 3.3.70

Susrecr: Risk purchase-ignoring of the offer against risk purchase tenders
Jrom the supplier who has defaulied twice.

REFERENCE:-0.0. No. 21 Dated 1.1.1970.

1. Tt has been inter alia laid down in para 4(d) of Office Order No,
21 dated 1.1.1970 that 1 :ase of risk purchase enquiries, if the quotation of
the defaulting firm har ~¢ns to be the lowest acceprable, they should be asked
to furnish a security weposit equal to 102, of the proposed contract value
within a target datc with a clear warning that their offer will be ignored if

10
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the security amount is not furnished by the specified date. In the cvent
of failure of the firm to furnish the security deposit by the specified date,
their offer may be ignored and placement of 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
happencd to be the lowest acceptable offer.

3. It has been decided that:-

a. The existing instructions contained in para 4(d) of 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 purchase contract. should be ignored.
and the placement of the contract on the next acceptable offer
considered

¢. For the purpose of determining the competent authority to tike a
decision on such cases as at sub-para (b) above, the powers de-
legated as per para 1(8) (i) of the Department of Supply letter No.
&(4)'66-P1 dated 22.11.67 circulated under office order No. 132
dated 8.12.1967 as amended by thut Department letter No. PL-§
(4)/66 dated 1.2.68 circulated under office order No. 8% dated
5.7.68, will apply.

4. With a view 1o vesting such a night as contemplaied in para 3tb)
abane the following addition to the existing clause 14(7) (n1) of the DGS&D
68 (Revised) has also bzen authorised: -

“If the contractor had defaulted in the performance of the orniginal
contract, the purchaser shall have the right to ignore his 1ender
for risk purchase even though the fowest.”

Specifie attention of the tenderers should bs drawn to the above amand-
m:nt by incorporating this clause in all the tender enquiries to bz issued here-
after.  Action s being taken to get the amendment incorporated in the Gen-
eral Conditions of contract by means of a correction slip No. 7. The amend-
ment should be ancorporated in the tender enquinies till the correction ship
ts printed.

Sd - MM PAL.
Depury Director (CS-1).
Standard Istribution
(an file No. CDN-2 90 1 08)-

Copy 1o

The Department of Supply, Ministry of Foreign Trade and Supply.
New Drethy with reference o ttem 3 of the minutes of the mecting
recensod with their number 111569, dated 481969 and U.O.
No. 30T Pl T dated 3270,

LIRS T B
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Recommendation

“The legal opinions that were given in this case about the date of breach
for the purpose of ‘risk purchase’ were contradictory. In May, 1967, when
legal opinion was sought on the question of cancellation of the contract,
at the risk and expense of the contractor, the opinion given was that the date
of delivery stood extended upto 15th September, 1967 and that, therefore,
the “cancellation of acceptance of tender prior to the expiry of the extended
delivery period would not be legally in order.™ However, subsequently.
in November, 1967, after the firm had finally defauited. the legal opinion
was that “the date of breach can be only the last extended delivery date,
viz.. 15th September, 1965 (which was mutually agreed upon).  Since date
of breach is over six months bachk, there can be no question of risk purchase.”
The Committee hope that due care would be exercised before legal opinions
are given, so that the Department of Supply is properly guided in any action
that they may take in terms of a contract.”

[SI. No.4 (Para 1.22) of Appendix Il to the 105th Report (Fourth Lok Sabha)]

Action Taken

This recommendation has been brought to the notice of the Ministry
of Law.

[Ministry of Supply. O.M. No.12 568-P i1 dated 23.9.1970}

Recommendation

1.22 (viy The legal apinions that were given in this case about the date
of breadh for the porpese of “risk purchase™ were contradictery. In May,
1967 whendegs! opimion vaas scught on the question of cancellation of the
coriract, at the ik and expente of the contractor, the opinion given was that
the Jate of deloen stoed extended vpio 15th September, 1967, and that
therofi re. the aineniiation of acceptance ot wernder prior to the eapiry of the
exicrded ceiners porned would not be logallh in order.”  However, sub-
sequenty, in November 1967, after the firm had finally defauited, the degal
o pirwn was that “the date of breach cun be onlv the last extended delinen
date, viz. 15th September, 965 (which way mutually agreed cpen), Siace
date of breach is over six months back. there can be no queston  of “risk
purchase”. The Comnuttee hete that duc care would ke excruned tefore
Fegal opinions are given. so that the Department of Supph s properly guided
i any action that they may take i terms of a contract,

[Serial No. 4-Appendix Hi to the PAC's Hundred and Fiith Repart (Fourth
Lok Sathai

Action Taken

The observations of the Public Accounts Commitiece have been noted
for juture guwidance.

{The Note has been seen by Audit]
[Ministry of Law O.M. No. F.5(2):14 70-B & A dated 3.11.1970]
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Recommendation

The Committee feel that a series of omissions resulted in Government
being saddled with a 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 specifications evolved for the helmets by the
Indian Standards Institution were 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 “‘the larger helmets could not fit anybody except
perhaps the astronaut™. Besides, the specification permitted the vse of ther-
moplastic material which caused otker defeets in the helmets like sagging
etc, It has keen stated that the specitications were drawn up in a “‘great
hurry™ within 15 days, as against 52 menths which is required on an average
for formulation of standards, but the Commiitce fall 1o understand cven
then how a vital and elementary detail ike the size of the helmet was not
adequately investigated before formulating the specifications.  {tis even more
regrettable that such faulty specitications <hould have teen drawn up. when
the requircment was in connection with the F mergency. which arose in 1962,

and that it was left to a foreign party to point out, after a lapse of three years,
that the sizes evolved were not correct.

In the sccond 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 hike “performance test”, “penctration test” and “inflamability
test” were carried out, but nobedy investigated whether the helmets would
suit variovs head-sizes. It s astonishing that this simple user’s test was pot
carricd out even al a subsequent test when the helmets were tendered for
inspectien against the contruct. The explanation that “the person who had
tried it thought that it (the belmet) was supposed 1o be worn on the turbans
or something else™ v mgemous but unconvincing.

Thirdly, the speaifivations drawn up for the purpose of the centract
themselves deparied in some qespects from the 181 specitications frem which
they were derived. The 181 cpeaitications had provided for the helmets be-
ing fitted with adjustable head-Fands, the provision of which might have
rendered part of the helmets sup plicd usable but due to an cmissien ¢n the
part of the indenting autherity as well as the autherity which precessed the
indents, this was “unforiunately lost sight of .

~ Fourthly, tke supply itrelf would appear to tave deviated frem the
specifications iy certwin respects ke weanng Feight ete.

Lastly. “serious notice”™ was not taken of the cempiaints which were
received frem the uscrs initially about the size of the helmets. The first
ccmplaint was reccived in January, 1965 when only 1,884 helmets had teen
s upplicd and it would appear that this complaint was received not only by
t he indentor but also in the Directorate General of Supplics and Disposals.
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It was only after complaints from other users started coming in that the mat-
ter was investigated and steps taken to stop further supplies, but by that
tims nearly 75,000 helmets had been either supplied or were ready.

[S. No. 7 of Appendix Tt—Para 1.38 of the P.A.C's 105th Report (Fourth
Lok Sabha)]

Action Taken

With regard 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 bzen completed and responsibility fixed. 1t is proposad to
take departmental action against the officials concerned.

[Ministry of Homs Affairs Q.M. No. 15(2) 70-E.R.(Vol.l) dated 26.10.1970}

Recommendation

The Committee note that the oftizials who were connected with the for-
mulation of the standards are now “‘dead and gone”™. But in regard to the
other omissions that occurred. the Committee would like an investigation
to be made and responsibility fixed.

[S. No. § of Appendix 1l—Para 1.39 of the P.A.C’s 105th Report (Fourth
Lok Sabha))

Action Taken
(Ministry of Home Affairs)

Preliminary enguiries have been completed to fix responsibility for
omission to reiterate in reply to an inquiry from the DGS&D that the head-
band was to be adjustable as provided in the 1S1 specifications. Action agai-
nst the officers concerned is under consideration.

[Manistry of Home-Affairs O.M. No 152)70-E.R. (Vol.I) dated 26.10.1970]

Action Taken
(Ministry of Supply)

The various omissions pointed out by the Committee are being investi-
gated with a view 1o fixing responsibihity

[Ministry of Suppls OM. No. P HL - 12(28) 68 dated 30.9.1970]

Recommendation

The Committee also observe that efforts are under wav, in consuha-
ton with the indentor and the supplicr, to render the helmets usable. The
Commitice would like 10 be informed of the outcome of these efforts.

[SNa. 9 Appendix Il Para 1.40 of the P.A.C's 105th Report (Fourth
Lok Sabha)}
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Action Taken
(Ministry of Home Affairs)

The matter is being pursued by DGS&D in consultation with Ministry
of Home Aflairs. D.G.S.&D. have floated a tender enquiry and samples
received are under their examination.

{Ministry of Home Affairs O.M. No. 15(2)70-E.R.(Vol. ]) dated 26.10.1970}

Action Taken
(Ministry of Supply)

The matter is being pursued.
[Ministry of Supply O.M. No. 12(28)/68-P 11l dated 30.9.1970}

Recommendation

The Ccmmittee note that under the terms of the contract, foreign ex-
cha nge to the tune of Rs. 2.43 lakhs was to te provided by Government to
the supplier for import of raw materials required for supply of the contracted
goods. Pending issue of licence, the supplier was asked to use raw materials
from his own stocks. The firm has now sued Government for the difference
between the landed cost of raw materials today and the cost as on the
date of submission of tender or in the alternative pay com-
pensation/damages to the tune of Rs. 5.85 lakhs.  As the matter is sub
Judice, the Committee would like to reserve their comments on the various
1ssues arising out of this case pending the outcome of the suit, which may be
imimated to them,

[SL No. 10(para 1.48) of Appendix 1l to the 105th Report (Fourth Lok Sabha))

Action Taken

The observations of the Public Accounts Committee have becn noted.
[Ministry of Supply O.M. No.12(39).67-P 11 dated 5.10.1970}

Recommendation

“The Committee observe that hicence was 1ssued to the firm in this
case for Ks. 7.00 fakhs to import various quantities of nan-ferrous metals
required for Supply of 152 tonnes of lead bronze ingois. Due to rise in
the internatienal prices of nen-ferrous metals, the firm could not import the
full quantitics of metals even after availing of th® licence in full and the
quantity of ingots on order with the firm had to be reduced from 152 tonnes
to 10183 tonnes.  The foreign exchange was released in this case i Octo-
ber. 1963 and Apnl. 1964, the contract placed in July. 1964 and the import
recommendation certificate issued in August, 1964, The ume-lag that
oceurred at the various stages apparently operated to the detriment of Govern-
ment.  The international metal market s a highly sensitive one, where prives
are prone to severe fluctuations day by day.
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It is, therefore, essential that decisions regarding release of foreign
exchange and issue of import licences are taken with the utmost expedition,
in respect of contracts which involve import of metals, so that Government's
interests are not adversely affected. The Committee trust that, based on
their experience 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 contracts which involve dependence on [oreign metal
markets.”

{SL. No. 11 (Para 1.51) of Appendix 11 to the 105th Report (Fourth Lok
Sabha)]

Action Taken

In a case, where the contract is placed subject to import assistance,
an imporl recommzndation certificate is issued by the DGS&D to enable
the supplier to apply for the import licence.  On the basis of the application
made by the supplier along with the import recommendation certificate,
the import licence is issued by the Chief Controller of Imports and Exports,

As a result of recommendations of the Vidaylankar Study Team, de-
tailzd instructions have bzen issusd vide Directorate General of Supplies
and Disposals (C.D.N. Section) Office Order No. 88 dated 2-8-1966, (Copy
enclosed) prescribing a drill, by which dclays and botticnecks in the issue of
impori recommeandation certificates are  eliminated.  These  instructions,
inter alia provide that the import recommzndation certiticate should be issued
along with the contract, and if this is not possible, within forty-cight hours,
As soon as the application for the import licence is made by the supplier,
the Assistant Director (Import & Shipping) should pursue the matter cither
over the phone or demiofhicially with the Chiel Controller of Import & Ex-
port, to ensure that the import licence 1> ssucd promptly.

Instructions  regarding the issue of the import recommendation ceru-
ficate have been reiterated in Directorate General of Supplies and Disposal
{Coordination Section) Routine Note No. 20 dated 2-7-70 (Cop: enclosed).
The purchase officers have been requested to ensure that the instrustions

[contained in the above cited Office Order No 8K dated 2-B-1960 are strictly
followed and were necessary, prompt action should be taken to get the
foreign exchange released by taking up the matter with the indentor/autho-
rities concerned.

[Ministry of Supply O.M. No. 12(39);67-P 111 dated 5-10-1970]

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CO-ORDINATION SUPPLIES SECTION IA)
NEW DELHI

OFFICE ORDER NO. 83 Duted: 2.8.66.

SuB . —Import Trade Control Policy --Import Recommendation Certificates/
Impori licences—measures for avoidance of delay in the issue of

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

1. 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
Industry & Supply. They have made certain recommendations in this con-
nection. Consequently it has been decided that:—

(a) Import Recommendation Certificates should accompany the
contracts. Where they cannot be sent along with the contracts,
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 modificd vide Memo. No. 13 (7)/62-
O & M dated 25.5.66.

(¢) Applications for the issuc of [Import Licences against Import
Recommendation Certificates, where no hist 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
apphications should be submitted to the Liaison Officer in the
DGS&D (AD.IS-3) instead of the Purchase Section. Contrac-
tors should be advised accordingly by Purchase Section. In
such cases the Liaison Officer. on receipt of the application should
immediately collect the relevant purchase file from the purchase
officer concerned and forward the application within 24 hours
of the receipt of file from the Purchase Officer to the Chief Con-
troller of Imports and Exports. The Purchase Officer concerned
should ensure that the purchase file along with the fist of goods
duly attested i1s made available to A.D. (I8-3) immediately.

{e} All Import Licences requiring revalidation, amendments. correc-
tons ete. should also be sent to the Liaison Officer (A.D.) (I1S-3)
who should then take expeditious action for getting the comments
of the Purchase Section concerned. He should also be responsible
for watching the expeditious disposal of such applications.

Purchase Sections, however, should also ensure that such documents
/L., LR.C. et. referred to them by A.D. (IS-3) are returned to him within
3 days of their receipt.

(f) To enable the Liaison Officer (A.D. 15-3) to take action where
the issue of Import Licences has been delaved the contractor
should be asked to give particulars of his application submitted
to the Chief Controller of Imports and Exports in a slip in the
form autached. This slip should be attached 1o the covering
letter with which the Import Recommendation Certificate is sent.
The firms should return these slips, duly filled in, within 1S days
failing which a reminder should be sent to them which should be
on standard printed reminder card, specimen enclosed.
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(g) Cases where Import Licences are immediately required i.e. against
indents marked ‘‘Operational”/"Expresed”/"“Immediate” should
be specifically marked as such and brought to the notice of A.D.
(1S-3) who will while forwarding the 1.R.C. to the contractor ad-
vise him to apply for the Import Licence immediately and as soon
as the application is made AD(IS-3) will immediately pussue with
the CCl& E’s office and apprise the supplies Officers of the posi-
toin. He will contact the officer concerned in the CCI&E's
office on telephone or demi-officially if necessary. All correspon-
dence (including reply) in this connection will be marked immedi-

ate.
All concerned are requested to follow the above instructions strictly.
Sd/- A. R. 1YER.
Dy. Director (Cdn. Supplies).

Standard distribution.

(On File No. CSIA/I9(15)/11).

Slip to be attached to the letter with which the Import Recommenda-
tion Certificate is to be sent.
(Please return this slip duly filled in within 135 days)

IL.R.C. No. Dated Received on

No. and date of application to the Chief Controller of Imports and Exports

fron & Steel Controller for Import Licence.

Norte.—If application for import licence (s not made within 15 days of ihe
receipt of Import Recommendation Certificate the reason for delay
should be stated.

Firm’s name & address

To .

The Director General of Supplies & Disposals,

IS-3 Section. Parliament Street,

New Dethi.

REMINDER FORM

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS

To
M]s_ et st o e et e v o1 o < e e

SUBJE(’T:—-—Thls Office A/ r NQL oo e
dated -~ — e for  the supp!\ of - e
Apphication tor Impnrl Licence - . C Rcturn
of Slip (DGS&D No.-- o ) hy (onlra«.mrs

Dear Sirs,

Please refer 10 the above quoted A, T and arrange 1o return Shp (DG-
S&D No.— ) sent along with the A T, duly nlled in, immedrarely
s0 a5 to enable this Office to pursue the matter with the C.C.L&.E. for ex-
peditious disposal of your upplication {or the grant of Import Licence.
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This is however, without prejudice to all the rights of the Government
under the contract.

Yours faithfully,

( )
Assistant Director of Supplies.
for Director General of Supplies and Disposals.

C.C

1. Indenting Officer.
2. Consignee.

3. Progress Wing.

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CO-ORDINATION SECTION-1)

PARLIAMENT STREET, NEW DELHI-1

ROUTINE NOTE NO. 26 Date 2-7-1970

Sumsect:—Import Trade Control Policy—Import Recommendation Certi-
ficatejImport Licences Measures for avoidance of delay in the
issue of.

Rer:—Office Order No. 88. dared 2-8 1966.

Detailed instructions have been issued vide office order No. 88 dated

2-8-1966 for the expeditious issue of Import Recommendation Certificate
in cases involving issue of Import Licences.

Despite the detailed instructions referred to akeve instances have come
to notice where theve had been delay in the issue of import licence as well as
refease of foreign exchange resulting in extra expenditure.

All the purchase officers are requested to ensure that the instructions
coentained in O, O. No. 8BS, dated 2-%-1966 are strictdy followed and in cases
where necessary. prompt action shovld be 1aken to get the foreign exchange
released by taking up the maticr wih the Indenter Authorities concerned.

Sd -
(S. K. Joshi.

Depuiy Direcror (Co-ordination)
STANDARD DISTRIBUTION
10n file No. CDNI 2931 1Y)
Copy toi—
i. Co-ordination Section—3$
20 File Noo CONIY(1S) 1T 67,

Recommendation

The Commutive observe that tvence was issued to the irm in this case
for R+.7.00 lukhs to import vanous quantities of non-ferrous metals required

for supply of 152 tonnes of lead bronze ingots.  Due 10 rise in the inter-
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national prices of non-ferrous metals, the firm could not import the full
quantities of metals, even after availing of the licence in full and the quantity
of ingots on order with the firm had to be reduced from 152 tonnes to 101.83
tonnes. The foreign exchange was released in this case in October, 1963
and April. 1964, the contract placed in July, 1964 and the import recommen-
dation certificate issued in August, 1964, The timelag that occurred at the
various stages apparently operated to the detriment of Government. The
international metal market is a highly sensitive one, where prices are prone
1o severe fluctuations day by day.

It is, therefore, essential that decisions regarding release of foreign
exchange and issue of import licences are taken with the utmost expedition,
in respect of contracts which involve import of metals, so that Government’s
interests are not adversely affected. The Committee trust that. based on
their experience 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 contracts which involve dependence on foreign metal
markets.

{S. No. {1 (Para 1.51) of Appendix 1l to 105th Report (Fourth Lok Sabha)]

Action Taken

The procedure for release of foreign exchange is  kept under continuous
revicw. The procedure was clarified in January, 1969, vide Office Memoran-
dum from the Department of Economic Atlairs, No. 1(30)-FEB-168, dated
the 30th January. 1969. In accordance with these orders, the indentor s
required to arrange for obtaining the sanct:on of the appropriate authority
for the release of foreign exchange involved in the import before the indent
is placed on the Director General, Supplies and Disposals. I cases in which
the indentor 1s not initially clear as to whether the steres wouid be available
idigenously or would have to be imported. the procedure 1s that the D.G.S.
& D. will be free 10 refer the indent back to the indentor fur obtaining a
sanction of the appropriate authority for release of foreign exchange involved.
unless he is able to find the foregn exchange from the cething placed at his
disposal periodically tor small indents. The type of situation that arose in
connection with the case referred to an para 1.51 will not anise, in view of
the revised procedure mentioned above,

[Ministry of Finance (Department of Econemic Affairs) OM. No. F. §
(218 T, dated 2x-10-1970]

Ne. H30)-FEB-1 68
GOVERNMENT OF INDEA
MINISTRY OF FINANCE
{Department of Fconcmie Affairs)
AMew Deihi the th January, 1969
OFFICE MEMORANDUM
SUBHCT— Procedure for the import of Government siares  through the
agency of DUS&D.

~ All the Gosernment Organisations are normally required 1o obtan
their requirements of stores, equpment etc. through the DGS&D, exceptin
those of small value or those belonging to the specified categorics for whic
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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 Aflairs or the concerned autho-
rity, to which powers have been delegated for release of the foreign exchange
involved, should be obtained. Instructions in this regard are contained in
para 4 of this Deptt.’'s O.M.No.1(1)-EF(B)/57-B, dawed the 8th January,
1957. However, the position is clarified below in relation to current
circumstances.

2. If the articles are available in India, DGTD clearance 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 facto
know that the purchases would involve foreign exchange. In those cases,
they should arrange for obtaining the sanciion of the appropriate authority
for release of the foreign exchange involved before they place the indent
with the DGS&D. Itis on the basis of such a foreign exchange sanction that
the CCI&E will issue import licence.

3. In respeet of the indents placed with the DGS&D. where the latter
finds it necessary to arrange for imports frum abroad or to provide suitable
foreign exchange for the traders in India for supply of the equipment stores, he
would be free to refer the indent back to the indentor for obaining the
sanction of the appropriate authority for release off foreign  exchange
involved, unfess he 15 in a position to accommodate the foreign exchange
necded from within the forcign exchange allocations placed at his disposal
periodically for meeting Civil Indents of small value upto Rs.10.000 in dach
case and essential Defence Indents upto R SO.000 in cach case.  In respect
of such imports arranged by the DGS&D for which the foreign exchange is
located by the DGS&D from the alocations placed at his disposal, he
furnishes to the CCI&E an “Import Recommendation Certificate™ for each
accepted contract on the basis of which the actual import licerces are issued
to the partics.

Sd!-
(S. N. MATHUR)
Under Secretary to the Govi. of India.
To
Al Minitnes Depits. of the Govt. of India twith 10 spare copies each).
I. Copy for information to the D.G.S. & D.. New Delhi.  (with 20
Spaic Copuesi.
2. Copy aleo for mformation to:—
{ar Al Officers of the Extenal Finance Duovision,
{by AiD. AEL AFIL BP.. CIEL CiElL COM., EL Ell EC,
EP,FBL I LIV, FEP, Investment, PL-480 Branches &
Detfence Cell,
Sd,-
{S. N. MATHUR)
Under Secretary 10 the Government of India.
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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 lower 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, with whom the contract
was placed, was longer compared to the lower tenderer. The representative
of the Department of Supply admitted during evidence that. in these circum-
stances. the incorporation of the clause in the contract was not very
appropriate.

[SI. No. 14 (Para 1.68) of Appendix 1l to the ]05th, Report (Fourth
Lok Sabha))

Action Taken

Noted.
{Ministry of Supply O.M. No. 12(17)/68-P 1[I, dated 6-11-1970}

Recommendation

. The Committee, however, observe that the legal opinion given to
Government is that, though the clause was not “attracted™ in this case, it
was still part of the contract. as the clause was part of the tender conditions
which the firm accepted while submitting their tender. However, when the
acceptance of tender was conveved, the firm objected 1o the clause and re-
turned the acceptance of tender. 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 of Rs. 60.200: the liability for thisamount has
been contested by the firm in a2 court. The Committee would like to be
apprised of the outcome of this case.

{S.No. 14 (Para 1.09) of Appendix Il to the 105th Report (Fourth
Lok Sabha))

Action Taken

Reference, in this connection. is invited to para 2 of this Ministry’s
Supplementary Note forwarded to the Lok Sabhu Sccretariat vide this Minis-
try's O.M. No. 12t17) 68 PHI, dated the 2nd April, 1970 which reads as
follows:—

“The matter has been cxamined further s consultation with the

Ministry of Law and in accordance with their advice the claim of
Rs. 60.200 on account of risk purchase against the firm has been
dropped.”

[Ministry of Supply O.M. No. 12(17) 68-P 11, dated 6-11-1970)
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Recommendation

In the Committee’s opinion this case indicates that the official(s) who
was/were 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 I1 to the’105th Report (Fourth Lok Sabha)]

Action taken

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

[Ministry of Supply O.M. No.12(17);68-P 111, dated 6-11-1970]

Annexure
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CDN-2 Section), NEW DELHI-1
OFFICE ORDER NO. 20 (B) Dated 1-6-1970.

Svsicr:— Price Preference for earlier delivery clause— Incorpo-
ration of in contracts.

Retrriser:—Pura 7 of Office Order No. 20 dared 1-1-1970.

The price preference penalty clause is usually to be incorporated in the
contracts where the lower offers are ignored on the grounds of unsunable
dehvery. The circumstances in which price preference clause s not
to be incorporated in contracts even if lower offers are ignored are detailed
in para 7.3 of the above cited office order.

2. The Public Accounts Committee came across a case where the period
delivery offered by the higher tenderer. with whom the contract was placed,
was longer as compared to the lower tenderer.  Their observations are as
under -

“The Committee are unable 1o understand how a price preference clause
was included in the contract in this case. A clause of this nature
is incorporated in a contract when a higher tender is preferred to a
lower acceptable tender, in consideration of more attractive deli-
very terms offered by the higher tenderer.  The clause then serves
to protect Govl.'s interest in the event of delay detaultin delivery
by the contractor. in the present case, the period of delivery
offered by the higher tenderer, with whom the contract was placed.
was longer compared to the lower tenderer.  In the Committee’s
upimon this case indicates that the oflicial(s) who was were res-
ponsible for finalising the contract was ignorant of the implica-
tions of the provisions included in the contract.  The Commitiee
trust that instances of this kind will not recur.”
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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 officers/sections are requested kindly to keep the detailed
instructions contained in above cited office order, in view before 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),1;70)

Copy to:—CDN-5 Section with reference to their Memo. No. CDN-5/4
(16)/70, dated 13-5-70 Item 15 (1.70 reters).

Recommendation

“The Committee consider it unfortunate that a firm “fraudulently™
obtained advance payments amounting to Rs. 2.84 lakhs for supplies which
were not effected by it.  The pavments were made on the bais of claims
which bore reference to Railway Receipts under which the steres were pur-
ported to have been despatched, 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 delinery of the stores. The matter came to notice. when 1 out
of the 66 consignees defrauded complained.  This 1s not the only case which
has come to the notice of the Commitiee. 1In their first Report (Fourth
Lok Sabha). the Commiitee had commented on a case where a firm had
fraudulently obtained advance payments amounting to about Rs, 1.85 creres
against supplies of road-rollers which were not made by them.”

“The Committee appreciate that. while the magnitude of the fraud
involved in these cases may be large it does not warrant the stoppage of ad-
vance payment fucilities which are being extended to firms. The represen-
tative of the Department of Supply pointed out to the Commitice that, during
the last 22 years, there have been “only 36 cases™ of this type. involving
a total sum of Rs.2.23 crores, which works out to 0.04 per cent of the total
purchases made. But the Commitice do feel that the procedures evolved
on the hasis of these cascs need to be implemented promptly. How tardy the
implementation of the procedurces has been, would be evident from the facts
of the present case. The procedure evolved provides for the Pay and Acc-
ounts Officer sending a debit intimation memorandum after making payments
to a firm. There were as many as 66 consignees, who received these inti-
mations in this case. but only one complained and it was his complaint
which. on investigation. brought to light this fraud. In the Committee’s
opinion. this suggests that neither the Directorate General of Supplies and
Disposals nor the consignee progressed the contract in this case with vigilance
or alertness.  Had they done that, the fraud might well have come to light
earlier. The committee hope that instructions would be issued (o ensure
that the revised procedures evolved to stop cases of fraudulent payments
of this tvpe would be strictly enforced. The Committee would also like
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Government to investigate the circumstances under which the consignees
in this case failed to progress the contracts and to take suitable action there-
after.”

[St. No. 16 (Para 1.90 and 1.91) of Appendix !l to the 105th Report (Fourth
Lok Sabha)}

Action Taken

The instructions regarding progressing of indents and supply have
been reiterated in Office Order No. 5, dated 1-1-1970 (copy enclosed).

As a furither measure of safeguard, the Pay & Accounts Officer is re-
quired to obtain o confirmation from the consignee within 45 days, of re-
ceipt of stores in {ull or short supply. The Chief Pay & Accounts Officer has
been requested in this office letier No. CDN-3/1(21)/11/67. dated 30-5-70
1o ensure that the procedure now cvolved, 1o stop cases of fraudulent pay-
ments, is strictly enforced.

As regards the suggestion of the Committee that the Government should
investigate the circumstances under which the consignees, in this case, failed
to progress the contract and to take suitable action thercafter, the matter
is being taken up with the Indenting Departments, Ministries as to why the
consignees failed to progress the contract and report  the matter to the
N.GS. & D.

[Ministry of Supply O.M. No. P.HI-12(12) 6%. dated 21-1-1971]

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CDN-1 SECTION)Y PARLIAMENT STREET, NEW DELHI

Oftice Order No. § Dated. 1-1-1970
SuBRCT - Progressing of indemts  and  supply  instructions  regarding —

The instructions on the subject as current on 31-12-1969 are repro-
duced below for the guidance of all concerned.

Progressing of indents 1ight from the stage of reccipt in DGS&D il
supplies are compleied v very important and necessary function of DGS
& D, The work s divided into two parts 7. e. (1) Pre A;T progressing and
(2) Post AT progressing.

({) Pre 4T Progressing

Pre AT progressing work  was taken away from Progress Wing in
December, 1963, Since then it is the responsibility of the respective Pur-
chase Dies. 1o ensure eapeduious coverage of the indents received by them.
Various controls measures which are necessany to enable the purchase officers
exercise control and 1o ensure that no indent is last sight of and that pro-
per planning and action is tuken withcut delay, would be as under :

(a) The assistant Director (T. E. Cell) would prepare an abstract
of all the indents pending with him cvery day as per Appendix
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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 Team. 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 responsible to maintain the
information therein up-to-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 delav reported upon by indentors and
items discussed in the Defence Coordination Committee meetings. monthly
indents review meetings elc.

(0. O.No. 129, dt. 20-12-1965. Q. O. No. 110, dt. 24-9-1966 and Para
275 of DGS&D. Manual of Office Procedure for Supplies.
Inspection and Disposals 1969 edition).

(2) Post AT Progressing .

Progress Wing after re-organisation has been muinly responsible
for ascertaining the causes of delay in supphies and render assistance wher-
ever necessary to ensure timely supply of stores in respect of  the tollowing
selective categories of contracts.

(1) Rate/Running Contracts.

(2) Operanonal Urgent Contracts.

(3) Contracts where assistance of raw materials v required.
(4) Contracts against Works  Programme indents,

(5) Contracts for critical items of requirements of Defence. Ruarlways
and of the Posts & Telegraph Department.

(6) Contracts for developmental items.

(7) To asaist firms in the ecarly procurement of raw malterials part-
cularly where the delivery 15 dependent on the receipt of these
raw materials.

(%) Where progress advance payments are authornsed.

{9y Where standard payment terms are relaxed.

(10} Where value of individual order exceeds Rs. 30 Jakhs.

Supply orders, placed against the Rate Contracts involving relaxation
of payment terms. are however not to be progressed like other orders in view
“ 1the following reasons :

1) The mode of pavment of 100 ", against proof of despatch with
copy Nos. | & 2 of the Inspection Note s a standard  term of
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puyment which is in vo for all such contracts tor a very long
time. As such the mode of payment as authorised is not to be
construed as relaxation in standard terms of payment.

(ii) Against the P, O. 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 decla
as Direct Demanding Officers.

(iii) No progressing can effectively be made by headquarters or by
Regional Offices according to office order Nos. 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. Q's is endorsed to the Progress
Wing for necessary chasing,

{iv) The Rate Contracts involving relaxed payment terms are about
46 P. O. L. and Gases contracts. The number of supply orders
against these Rate Contracts is colossal. The magnitude of the
Progress Work can be guessed by innumberable despatch ad-
vices sent by progress Calcutta against the Rate Contracts for
Gases with M/s. Indian Oxygen, Calcutta. These despawch ad-
vices relate to small consignments of one or two Gas cylinders
supplied by the firm to numerous consignees. The job of
progressing such orders is not feasible.

While the usual task of the submission of monthly reports by the
Rate Contract holding firms may continue in respect of all rypes of Rate
Contracts, it will only be in case of any hold-up which is brought to the
notice of Progress Wing either by Purchase Directorates or Indentors.
the J. F. 0. would be required to chase the contract and submit a report by
a stipulated date.  The individual complatnis from the . D (.s will how-
ever, be looked into as at present by the concerned ficld stat).

(O. O, No. 110, dt. 24-9.1966. 0.0 No. 27, dt. 31-%-67. 0. O. No.
43-A dt 28367, O, O No. 100 dr 229-67, and O. O, No., 5C
dt. §-12-19693.

The scope of ficld progressing has been extended to all contracts issu-
ed by DGS&D and field progressing of Indigenously manufuctured stores
is done by Inspecting Wing and Progress Field Staff deal only  with stores
for which DDGMH s not the  Inspection  Authority,  imported  stor-
res et

In order to ensure proper coordination between the two field agencies
the following drill has been prescribed.

(i) Contracts for indigeously manufactured goods. where DDG(I)
ts the inspecting authority, would be eatrased for field progress-
g to the Inspectors of the Inspection Wing,

() A progress report on form DGS&D—201 as per Annexure A’
15 to be submitted by the Inspector ). B O

(it1) The existing ficld staff of the Progress Wing would be responsible
for 100 7, ticld progressing in respect of the following category
of cases :

8LNS/7 14
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(a) Contracts against which DDG(I) is not the inpecting authority

(b)

©)

such as contracts for which inspection is by Defence Ins-
pectors;
Contracts against which initial inspection has been abanden-

ed and stores are being accepted under manufacturer’s
warranty ;

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.

(iv) The following procedure should be followed in the field progress-

ing.

(a)

(b)

Frequency of progress reports required from the Inspectors/
J. F. O's should be clearly laid down by 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 have a fort-
nightly, progress review, while it may not be so in respect of
other category of contracts. Similary, the periodicity of
the extracts from the progress reports to be passed on the
purchase Officer has clearly to be indicated.

Purchase Sections would endorse three copies  of each con-
tract to the Asstt. Director (Progress) at  Hgrs./Regions
duly categorised. It would be the responsibility of the
Purchase Officers 1o ensure that the category of the contract
i. e. "A”or B or ‘C" etc.. on the copies sent to the Pro-
zress Wing/Cell is invariably stamped on the night hand
corner by a rubber stamp. For this purpose the following
would be the standard code of categorisation.

(A) Operational; Urgent contracts ;

(B} Contracts for critical items of requirement of Defence,
Railways and P & T

(C) Contracts for developmental  stores:
(D) Contracts against Works Programme Indents;

(E) Contracts where supply is dependent on receipt of raw
materials/imported components/approval of advance
sample ;

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

(G) Contracts exceeding Rs. 30 Lakhs in value ;
(H) Rate/Running Contracts ; '
(I) Al other unclassified contracts.
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The Asstt. Director (Progress ) at Hgs./Regions would on receipt of
three copies of each contract from the Purchase 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
brought 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 sets 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 sets of progress reports for cach
item should then be passed on to the Regional Progress Cell, in whose area
the suppliers fall, with a covering D. O. letter to DD (Progress)/A. D.
(Progress) concerned.

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

(1) Where A/Ts stipulate erection to be carried out by the Contractors
and the inspection for both ; initial and final stages ; to be carri-
ed out by our office, one set of card will suffice—which will be
sent to the final inspection authorities for necessary action after
it is received from the initial inspection authorities.

(i) Where the A;Ts stipulate for the supply of plants onl by the
contractors and the erection to be carried out by the consignees
themselves. 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 are con-
cerned, we may treat such cases as closed.

(¢) The Deputy Director (Progress), Asstt, Director (Progress) in the
Regional Office should persue all contracts received at the dak stage and
get the same segregated in two parts —one where progressing is to be arrang-
ed through the Inspectors and the other where field progressing is 1o be
entrusted to his own J. F. O’s.  He would then ensure transmission of copi-
s 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 offices. The Ins-
pectors will ensure that field progress reports are submitted by them in accor-
dance with the frequency laid down for cach category of stores, copies duly
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endorsed to the Director Progress (Defence)/General, DGS&D .Hagrs.,
New Delhi, 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
reporting/and the other incorporating even frequencies of Reporting so
that at any given time one set of report is always available with the concern-
ed Progress Officer/Field Inspector:). F. O. Working details in regard to
shuttling of these progress reports will be formulated by the concerned
Director of Progress and al! concerned advised about the same.

{d) The J. F. O. 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 that he is able to cover at least
S to 6 firms every day. He should prepare his weekly programme in ad-
vance on the last working day of the week for following week, and have
it approved and signed by the Asstt. Director (Progress)yDy. director
(Progress). He should also maintain a daily diary which should be seen
by the Dy. Director (Progress) - Asstt. Director (Progress) every week.

(e} Progress of supplies against all contracts exceeding Rs. 30 lakhs
in value and contracts where standard terms of payment have been relaxed,
should be personally watched by the Director of Progress concerned in res-
pect of A Ts from Hagrs. and the Regional Director in respect of A Ts emanat-
ing from their office.

(1) Dy. Director (Progress) Asstt. Director (Progress) would be per-
sonally responsible for watching supphies in respect of vital and critical itmes
and contracts placed against Operational Urgent indents.

(g) The progress reports submitted by the JFOs Inspectors, should
be computed and analvsed by the JPOs and u will be their responsibility
to ensure that umely information is passed on to the Purchase Oflicers
about the supply position through A. D. (Progress) DD (Progress) concern.
ed. It would also be their responsibility 1o prepare by the 3rd of every
month firm-wise bsts, hsting cach comract placed on a particular firm in
which the delivery period was due 1o expire during that particular month
and to ensure that progress reports in respect of all such contracts were re-
ceived from the Inspectors JFOs 10 good ume.

thy Cases where 1t is reported that supply is being delayed duce to
actions pending with the purchase officer should be highlighted 1o the con-
cerned Director of Supplies by a D. O. reference 1o him from the Director
of Progress'Dy. Director {Progress) concerned.

(1) Ad-hoc enquiries:.complaints about delay in supplies or non.
supply should be roughly investigated by the Progress Officers through
the concerned ficld staff. The Progress officers will be primarily responsi-
ble for the work.
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(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 Hgrs., it
would be 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. O. No. 15, dt. 1-2-1968, O. O. No. 33, dt. 6-3-68, Paras 276 (o
278 of Manual of Office Procedure for Supplies, Inspection &
Disposals 1969 edition, O. O. No. 5A, dt. 1-2-1969 and O. O.
No. 5B, dt. 19-11-69).

(v) Main Progress Wing at Delhi will have three district branches
as under, each under the charge of a Deputy Director {Progress).

(1) Progress (Defence)
(2) Progress (Railway)
{3) Progress (General)

Cases of bad delay in respect of critical items and other imporiant
ttems shall be discussed i1n regular mieetings with the indentors to be arrang-
ed by Director of Progress ' Deputy Director of Progress in order to obtain
spot decisions in respect of matters relating to difficulties about inspection,
specifications, amendments ete.

(O, 0. Ne. 110, dt. 24-9-1966 and Q. O. NO, 15, dr. 1-2-196% and Para
279 of Manua! of Office Procedure for Supplies. Inspection and
Disposals 1969 edition).

(v1) Regional Directors of Supplies shall exercise a complete adminis-
trative control on the progress  units working under them with a view to
ensure that there were no organisational bottlenecks or delavs in the func-
tomng of the progress staff working under them.  In respect of contracts
placed by the Headquarters or other Regional Offices on firms in their re-
gion, it will however, be for the Director of Progress (Hygr.) other Regional
Dircctors 1o Jay down the dnill to be followed by the Progress Officers in
the concerned Regional Ofhice. However, i a special request is made by
the Hyrs. for the personal intervenuion of the Regional Director of Supplies
in ascertaining the correct supply position of any coatract and with regard
to atf contracts exceeding Rs. 30 lakhs, i value, they would ackle progress
matters at their personal level

(O. 0. Nou 15, du 1-2-68 and paca 280 of Manual of Offwe Pracedure
tor Supphes, nspection and Disposals 1969 edition).

(S. K. IOSHD.
Dy. Direcror {CDN. Supplicx)
Standrad Distribution

PR T

[On file CDON-1AQ7HY 1



ANNEXURE ‘A’ DGS&D201

PROGRESS REPORT
GOVERNMENT OF INDIA
Ministry of Works, Housing & supply.

Office of
1. Acceptance of Tender/Running Contracts No.————— dated—-——

2. Contractor's Name and address

3. Indentor

The supply position against the item as on the date of this report is
indicated below :—

Pre- Production Stage

(a) Not yet planned for production on account of :

(i) The firm have a heavy back-log (state quantity and date upto
which they are likely to be booked);

(i) The firm not taking the contract seriously;
(1) Raw materials not in stock/arranged:
{iv) Imported components not ordered received:

(v) any other handicaps (mention briefly in General remarks);

(b} Manufacturing difficulties:

(c) Technical particulars not clear,

{d) Machinery break-down

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

(f) Approval of bulk manufacturing sample awaited since;

(8) Awaiting clearance from the Inspector of the raw materials,components
tendered for stage inspection since.

After Commencement of Produciion

{a) Stage of manufacture (percentage);

(b) Whezn expected to be put up for inspection (dates),
fc) Likolv rate of production (Numbers per month);
(d) Likely datc of supply (date)

Other Bottlenecks & Remarks

{1} Actions p:nding with the Purchase Ofhezrs (mention briefl details);

32
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(b) Stores inspected and passed out awaiting despatch (reasons);
(c) General remarks.

Signature af Inspector{J. F.O.
Station

Dated
Copy forwarded to :—

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

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

) lnspec\ion/Progreés file.

DGS&D No. 201

Hem No -——————
1 Report . Il Report Vv Report VII Report  iX Report X1 Report o
_I“IMR:;;-— ]V';{:r:)n M\;i Report VI{l Report N Report X! Report
Recommendation

. "The Commttes note that in the present case. court proceedings have
iitiated, on the basis of investigations conducted by the Central Bureau
of Investigation. The Committee would like to be apprised of the ouicome

of the proceedings, as also the progress made in the recovery of payments
from the firm™.

{SI. No. 17 (Para 1.92) of Appendix i1 to the 105th Report (4th Lok
Sabha).]

Action Taken

The proceedings in the court are still pending.  The Central Bureau
of Investigation have however reported that the tirm has deposited all the
money involved in this case with the court.

{Ministry of Supply O. M. No. P 11l -12 (12) 68 dated 21-1-1971).
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Farther Information

Central Bureau of Investigation has been able to secure conviction
partner of................ ... ..., in  respect
of one of the cases relating to 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
was sentenced as follows :(—-

(1} On the first charge under Section 4201, P. C. to R.1. for 2 months
and fine of Rs. 10,000/- or in default 4 months R.1.

(2) On the second charge to 3 months R.1. and a fine of Rs. 15,000,
or in default 6 months R.L

(3) On the third charge to one month’s R.1. and a fine of Rs. 5,000/~
or in default 2 months R.L

(4) The amount of Rs. 67.372 - deposited by the accused in court
and which was involved in the case was ordered to be paid to
the Pay and Accounts Officer. Bombay.

The accused has. however, filed an appeal against the conviction on
29-1-1971.

The other cases have been staved and the next date of hearing would
be fixed after the appeal referred to above has been decided.

The Public Accounts Committee will be informed of the outcome of
the court proceedings in due course.
[Ministry of Suppiy Q0 M. Noo PITHAI20E2) 68 dated 12-7-1971)

Recommendation

The Committee observe that a series of delavs occurred in this case,
Tire indent. with prior toreign exchange sanction, wis received in the Dir-
ectorate General of Supplies and Disposals in July, 1964, The Directorate
took over a vear  to conclude the contract for the component sems
in the ndent and by the time this was done. the foreign exchange sanc-
tioned valid for a vear. had lapsed.  Asa result, the firm could not be  pro-
vided with the reguisite import heence immediately afier conclusion of the
contract in October, 1965, The indenting authorsty was apparently not
aware ol the provisions of the latest orders relating 1o vabdity of tareign
exchange sanctions and as a result further tume was lost 1o correspondence
tillin April. 196610 was settled that revalidation of the old sanction for foreign
exchang2 was necessary. Theresahdation toak a further pertod of six maonths
and by the ume the firm could be provided with import ticence (February,
1967). the price of the store had “escalated” in terms of the contract by R
1.02 takhs.  What 1 more regrettable is that delays of this order occurred
in proceeding a case relating o a requirement of the Defence Services,

The Committce have elsewhere 1n this report steessed the need to en-
sure that import assistance in terms of contracts is  expeditiously  mude
avaable to contracting parties.  In regard 1o Defence requirements, the
Comnnttee have, in para 5.86 of thew Sixty-Ninth Report {Fourth [ ok Sabha),
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emphasised the need for suitable procedures to eliminate delay in release of
foreign exchange. The Committee hope that the matter will be kept
continuously under review, so that bottleneck at the stage of release of
foreign exchange and issue of import licence do not adversely affect Govern-
ment’s interest vis-a-vis contracting parties.

[S. No. 19 (Para 1.102 and 1.103) of Appendix Il to the 105th Report
(IV Lok Sabha).}

Action Taken

The reasons for the various delays that took place were explained
to the Public Accounts Committce vide paras 1.97 to 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 assistance, an
import recommendation certificate i1s  issued by the DGS&D, to enable
the supplier to apply for the import licence.  On the basis of the applica-
tion made by the supplicr along with the import recommendation certifi-
cate, the requisite import licence is issued by the Chief Controller of Imports
and Exports,

As a result of the recommendations made by the Vidyalankar Study
Team, detailed instructions were issued vide DGS&D O. O. No. 88, dated
the 2nd August. 1966, prescribing the drill for eliminating delays and bottle-
necks in the sue of import recommendation certificates.  These instructions
inter-alia provide that the import  recomnmendation certificate should be
issued along with the contract and if this was not possible within forty-eight
hours.  As soon as an apphcation for import licence is made by the supp-
her, Assistant Director (Umport & Shipping) should pursue the matter, either
over the phone or demi-othcially, with the Chief Controller of Imports
and Exports to ensure that  the import licence is issued promptly.

Axregards foreign exchuange, itis provided for by the indentor and only
short-falls. ete., are made good from the limited foreign exchange allocation
ol the DGS&D. s for the indentor to get the foreign exchange released.

Instructhions regarding the issue of import recommendation certificates

have been reiterated inthe DGS&D™s Note No. 26 dated the 2nd July, 1970
tcopy enclosedy.  The Purchase Othcers havealso been told that, prompt
action should be taken to get the foreign exchange released by taking up
the matter with the indentor authorities concerned. )
[Manistey of Supphy OO M, No, P HT12(02) 6% dated 16-1-1971]

IMRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CO-ORDINATION SECTION--1)
PARLIAMENT STREET, NEW DELHI

Routime Note No, @ 26 Daied 2-7-1970.
SepnCt o dmport Trade Control Policy-—Import Recommendation Cerit-
fication Iport Licences-— Measures por avoidance of delay in the
e of.
Ref : Office Order No. 88 dated 2-8-1966,
Detailed instructions have been issued e Office Order No. 88 dated
2.8.1966 for the expedhitious  issue of Import Recommendation Certificate
e cases involving ysue of Import Licenres.
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Despite the detailed instructions referred to above instanceshave come
to notice where there had been delay in the issue of import licence as well
as release of foreign exchange resulting in extra-expenditure.

All the purchase officers are requested to [ensure that the | instructicns
contained in O. O. No. 88 dated 2-8-1966 are strictly followed and in cates
where necessary, prompt action should be taken to get the foreign excharge
released by taking up the matter with the indentor/Authorities concerred.

(S. K. JOSH})
Deputy Director (Coordina tion)

Standard Distribution.

On File No. CDN. 1729(31)/11/69
Copy to (—

1. Coordination Section-5

2. File No. CDN. 1/19(15)11 67

Recommendation

The Committec observed that a series of delays occurred in this case.
The indent, with prior foreign exchange sanction, was received in the Direct-
orate General of Supplies and Disposals in July. 1964, The Dircctorate
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 sanctioned valid
for a vear, had lapsed. As a result, the firm could not be provided with the
requisite mmport licence immediately after conclusion of the contract in
October, 1965. The indenting authority was apparently not aware of
the provisions of the latest orders relating to validity of foreign exchange san-
ctions and as a result further time was lost in correspondence titi April. 1966.
it was settled that revahdation of the old sanction for foreign exchange was
necessary. The revalidation took a further period of six months and by
the time the firm could be provided with import licence (February, 1967),
the price of the store had “escalated™ 1n terms of the contract by Rs. 1.03
lakhs. What is more regrettable is that delavs of this order occurred in
processing a case relating to a requirement of the Defence services.

[Serial No. 19-Para 1.102—of Appendix Il 10 the 105th Report. (Fourth
Lok Sabhay].

The Committee have elsewhere in this report stressed the nced
10 ensure that import assistance in terms of contracts is expeditiously made
available 1o contracting parties. In regard to Defence requirements, the
Committee have. in para 5.86 of their Sixty-Ninth Report (Fourth Lok Sabhal.
emphasised the need for suitable procedures to eliminate delay in release
of foreign exchange. The Committee hope that the maticr will be kept
continuously under review, so that bottlenecks at the stage of release of
foreign exchange and issue of impornt licences do not adversely affect Go-
vernmenlt's interest vis-g-vis<contracting parties.

{Serial No. 19-Para 1.103—of Appendix 1 to the 105th Report. (Fourth
Lok Sabha)).
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Action Taken

The procedure for the release of foreign exchange for Defence indents
has since been streamlined. Powers have been delegated to Ministry of
Defence (including the Department of Defence Production) to release fore-
ign exchange upto Rs. 8 lakhs in each case within the annual foreign exchange
allocation without a reference to the Department of Economic Aflairs.
Ministry of Defence have further delegated the powers to Join Secretaries
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 conciuded with East European countries, powers have been de-
legated to Ministry of Defence Lo authorise payments/release foreign exchange
without reference to this Department provided approval of the Department
of Economic Affairs had been obtained for the conclusion of the contract.
Under the procedure in vogue revalidation of cases can be decided by the
Ministry of Defence themselves without a reference to Department of
Economic Affairs. 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
occasion demands remedial measures taken.

[Ministry of Finance (Department of Economic Affairs) O. M. No. F. 8
(21)-B'70 dated 28-10-70}

Recommendation

"The Committee are surprised to find that negotiations were conducted
by the Directorate General Supplies and Disposals with the firm in connec-
tion with this contract. even though business dealings with the firm had been
earlier suspended by his office for its involvement in a case of forgery. It
was stated that the officials who dealt with the case were not aware that busi-
ness dealings with the firm had been suspended but, as was conceded dur-
ing evidence, this is an “indefensible™ position.  The Committee note that
action has been taken against the officials for this and other failures mention -
ed in the preceding Section of the Report.  To obviate recurrence of cases
of this type, the Commitice would like Government to consider whether all
officers concluding contracts on behalf of Government should be asked to
maintain an uptodate list of firms with whom dealings have been banned/
suspended ete., if instrutions to this effect d o not already exist.”

[SI. No. 20 (Para 1.113) of Appendix I 10 the 105th Report (41h Lok
Sabha)}

Action Taken

According to Oflice Order No. 105 dated 12-9-1967 (copy enclosed)
the purchase oflicers are 1o maintain an up-to-date list of firms which are
black-listed; banned suspended for business on the basis of  data circulated
by the Registration Branch. from time to time.  These instructions  speci-
fically stipulate that the purchase officers should ensure that no Limited
Tender Enguiries are issued to, and also no contracts are placed on such
firms.  These instructons have again been brought (o the notice of the pur-
chase officers vide Routine Note No. 3 dated 4-8-70 (copy enclosed).

[Ministry of Supply O. M. No. PHI-12(3):68 dated 11-9-1970}
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GOVERNMENT OF INDIA

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
CO-ORDINATION SUPPLIES SECTION 1B, NEW DELHI.

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

SUBIECT :—Steps to be taken to ensure that no comtracts are placed on
firms who have been blacklisted/banned/suspended.

List of firms blacklisted/banned/suspended is circulated by the Re-
gistration Branch from time to time. The Purchase Sections are required
to maintain this list up-to-date so as to ensure that no contracts are placed
on such firms. It has been decided that the following steps should be taken
in order to ensure that no omission is committed in this respect :—

(i) The Officer-in-charge of the tender enquiry cell should ensure that
no limited tender enquiry is issued to any firm who have been
blacklisted/banned;suspended. In case of advertised tenders
he should ensure that no tender notice is sent to such firms.

(i) The officers checking the comparative statement should ensure
that the column *whether registered or not’ in the comparative
statement form is duly checked and in case any blacklisted. banned;
suspended firm has quoted against an advertised tender enquiry
the fact should be noted in the statement in Capital Letters in
Red ink.

(i) Some time elapses between the checking of the comparatve
statement and the approval of the purchase proposal. The pos-
sibility of some firms who have quoted against the tender being
blaklisted -banned /suspended during this interval cannot - be
ruled out altogether. The base ofticer { 1. ¢. Asstt. Director or
Deputy Director as the came may be should ensure that no such
firms are recommended while formulating the purchase proposals.
He should also ensure that no contract 18 placed on such firms
taking into account the orders. ifany. notified by the Registration
branch after the formulatvon of initial purchase proposals
but before the placement of the contract.

{M. M. PAL),
Dy. Director (CDN. Supplies 1)
Standard Distribution
(On File No. CSIB.2(d1) Il 65.).
Copy to -~

Shri B. 8. Raa, Vigilance Officer,
with reference to D. O, No. Vig. 805:67 dt. 19-8-67.
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DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CO-ORDINATION SECTION-1) PARLIAMENT STREET,
NEW DELHI—1.

Routine Note No. 34 Datred 4-8-1970

SUBJECT : Steps 1o be taken to ensure that no contracts are placed on firms
who have been blacklisted/banned|suspended.

Ref. :—0.0. No. 105 dated 12-9-1967.

Instruction have been issued vide O. O. 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 up-to-date.

Despite the above instructions instances have come to notice where
negotiations were 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 blacklisted/banned/suspended
firms are maintained up to-date and that such firms are not considered for
the placement of the order.

Sd’- S. K. JOHSHI
Deputy Director (Co-ordination).
Standard Distribution.

(On File No. CDN 1 2xdh H65),

Copy to -
CDON-S Section, with reference 1o their UL O No. CDN-S AP 2
(139 68 dated 30-7-1970.

Recommendation

“The Comnitice ohserve that the Special Pohee Estabhishment in-
vestugating the case of torgery in which the firm is suspected to be mvolved
and that final acuon against the tirm will be 1aken afier the results of in-
vestigation become hnown.  The Committee would like 10 be apprised
of the further developments, in this regard.”

[SL No. 21(Para L. 114) of Appendix f —to the 105th Report (Fourth
Lok Sabhajj.

Action Taken

A complaint was made by the Director of Supplies (Textiles), Bom-
bay, initiatly, to the Superintendent of Police, SPE. Bombay on 3-5-67 and
later on to the Superintendent of Police, SPE, Lucknow on 10-5-67 pertaining
to a fraudulent payment of Rs. 10,633 obtained by M;s. General Stores
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Suppliers, Kanpur, which was due to M/s. 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 of 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 subjudice. 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 Ist Civil Judge. Kanpur against Shri
Baghela, Government of India and State Bank of India. The Sentor Super-
intendent of Police, Kanpur was requested on 6-4-70 and again on 20-5-70
to intimate the present position of the case,

{Ministry of Supply O. M. No. PII-12(3):68 dated 27-1-1971]
Recommendation

The Committee also feel that there was delay in this case in coming to
a decision on the tenders and in taking other preliminary action connected
therewith such as calling for reports on the capacity of the tenders. The
Commitiee note the assurance of the Department that “a series of steps has
been taken based on this casc and there will be no delay™.  The Committee
trust that those procedures will be strictly adhered o in the nterest of ex-
peditious conclusion of contracts and their smooth execution,

[S. No. 22(Para 1.115) of Appendix 11 to the 105th Report (Fourth
Lok Sabha}

Action Taken

Noted.
[Ministry of Supply O. M. No. PHEI23) 68 dated 11-9-1970)

Recommendation

“The Commutiee observe that the firm an this case had ininally  under-
taken to supply 2,00,000 Nos. of a particular store at Rs. § 03 per unit,
Ultimately what they supplied after a protracted period of delay was 90,000
Nos. of the store for which the unit price pard was Rs. 6 50, As the slore
was a developmental item required for Defence purposes, and as adequate
sources of alternative supply had yet to be developed, the Committee ap-
preciated the difficulties that Government faced in the case. The Committee
would. however. like to point out that Gosernment's posttion vis-g-viy
this firm was rendered vulnerable due to the terms of the contract placed
with them being at variance with the terms of the firm's offer o the matter of
delivery of stores. This created a  sitwation in which there was no
concluded  contract, with the result that  Government could not pin
the supplier to his original terms in the matter of price or other canditions
of supply. The Committee have elsewhere in this report drawn attention
to other instances of contracts not being placed with firms in terms of their
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offer as settled by tender or negotiation. The Committee hope that ade-
quate precautions wouldjbe;takenjby Government to guard against recurrence
of such cases.”

[SI. No. 23 (Para 1.130) of Appendix 11 to the 105th Report (Fourth
Lok Sabha)).

’

Action Taken

The existing instructions on the subject have been reiterated in Direc-
torate General of Supplies and Disposals, CDN-2. Office 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)/67-Pl1I dated 21-9-1970.}

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

Oflice Order No. S6 Dated 1-6-1970

SusseCT ¢ Contracis—Incorporation of the terms and conditions of the accept-
ed tenders in contracts.

REFERENCE : Para 1539 of the Manual of Oftice Procedure for Supplies
Inspection and Disposals and Office Order No. 87, dated
1-8-1966.

In the above cited reference it is daid down that all the conditions
stipulated by the tenderers in tenders should be carefully scrutinised by the
Purchase officers. Where the terms and conditions quoted by the firms
are inconsistent with our general and special conditions of contract or other-
wise umcceptable, they should be first persuaded to withdraw these terms
and conditions.  In the evenat of failure of the tirms to agree to our sugges-
nons, the quotations should cither be ignored or accepted with the sanc-
tion of the competent authority on the merits of the case.  In any event,
the posttion should not be left obscure or confused.  Where special terms
and conditions are accepted they should be incorporated in the contract
issued which should ulumately contain no more or no less than what is con-
tained in the accepted tender or mutually agreed to in post tender corres-
pondence or negotiation with the teaderer.  Incorporation of the terms
and conditions which are not in the tender or which have not been speci-
fically agreed to by the tenderer will not create a legally binding agreement.

2. 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 validity
concluded contract and when the firm defaulted the recovery on account
of the extra cost incurred on purchase of the stores from the alternative
source could not be made from them.

Needless to emphasise that the acceptance of tender is a very impor-
tant document and utmost care should be taken in its correct preparation.
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It is also necessary that the check points for preparing/checking draft
contracts detailed in O. O. No. 23/1-1-1970 should be borne in mind before
finalising the contract.

All Purchase officers are requested to ensure compliance of these in-
structions.
D. S. DUGGAL,

Deputy Director (CS-1)

S_taﬁnrdard pis_t ribution.
(On file No. CDN-2/6(16)/1/70)

Copy:—to _
CDN-5 Section. With reference to their Memo. No. CDN- 5/4(16)/70
dt. 13-5-1970 (Item No. 23(1-130) and Item No. 25 (1.153) refers.

Recommendation

“From the information furnished by Government. the Committec
observed that huge amounts are being paid every year at demurrage at
Calcutita Port. due to delay in clearing consignments received at the Port
which are being cleared by the Department of Supply. The total amount
paid as demurrage between 1962 and 1967 was Rs. 139.40 lakhs. Since
1967, the demurrage paid has amounted to Rs. 23 lakhs annually. Teo
what extent the clearance of consignments was delayed would be evident
from the fact that between 1962 and 1965, 40", of the consignments clear-
ed at the Port incurred demurrage.  In 1966, demurrage was paid approxi-
mately on 30 per cent of the consignments  and tn 1967, on 22 per cent.”

“An examination of the four sample cases mentioned in the Audit
paragraph suggests that the tollowing factors have generally been contri-
buting to delay 1n clearance of consignments :

(1) Delay in obtaining delivery ord:rs froim steamer agents on account
of delay in scitlement of their bills.

(i) Delay in pavment of port charges by consignees particularfy semi-
Government purties who do not mmmtamn sutlicient  balance in
their deposit account with the Port.

(1i1) Time taken by Port Trust authorities in giving permission for move
ment of packages.

(iv) Time taken by Customs for examination of packages.”

“The Committee note that instructions have been issued by Guovern-
ment from time to time with a view to avoiding delay in clearance of con-
signments.  The Committee trust that, through better co-ordination with
the steamer agents, Port and Customs authorities and consignees, Govern-
ment will be able to minimise such delay in clearances, if not avoid them
altogether.”

{S). No. 24 (Para 1.134), (Para 1. 145 and (Para 1. 146) of Appeadix {1
to the 105th Report (Fourth Lok Sabhaj).
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Action Taken

The observations of the Public Accounts Committee have been noted
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 O. M. 12(24)/PIil 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. 1n 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 rights are fully protected in any eventuality™.

{SL. No. 25 (Para 1.153) of Appendix 11 to the 105th Report
(4th Lok Sabha)].

Action Taken

Instructions have been issued for the guidance of the Purchase Officers
in the Directorate General of Supplies and Disposals vide Directorate
General's Office Order No. 56 dated 1-6-1970 (copy enclosed).

[Ministry of Supply O.M. No. 12(8)/68-P 111 dated 30-10-1970).

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CDN-2 Section), New Delhi-1.

OFFICE ORDER NO. 56 1-6-1970

Sumiect:- Contracts-~Incorporation ef the terms and conditions of the
accepted tenders in contracts.

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

In the above cited reference it is laid down that all the conditions sti-
pulated by the tenderers in tender should be carefully scrutinised by the
purchase officers. Where the terms and conditions quoted by the firms are
inconsistent with our general and special conditions of contract or other-
wise unacceptable, they should be first persuaded to withdraw these terms
and conditions. In the event of failure of the firms to agree to our
suggestion, the quotations should either be ignored or accepted with the sanc-
tion of the competent authority on the merits of thecase. Inanyevent, the
BLLS/71---5.
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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 been specifically agreed
to by the tenderer will not create a legally binding agreement.

2. 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 stores from the alternative
source could not be made from them.

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

It is also necessary that the check points for preparing/checking draft
contracts detailed 1in OO No. 23/ 1-1-70 should be borne in mind before
finalising the contract.

All Purchase Officers are requested to ensure compliance of thesc in-
structions.

Sd-- D.S. DUGGAL,

Dy, Director (CS.1)

b‘tr‘g‘ll‘q_arqﬂ_/"str{h_u!ion‘

on file No.CDN-2'6(17):170

Copy to:~ CDN-3 Scction, with reference o their Memo. No. CDN-5
4(16) 70 di. 13-5.70 (item No. 23 (1.130) and item No. 25 (1.153)
refers.

Recommendation

“In regard to the second contract placed in March, 1966, for 12 win-
ches, the Commuttee find that, though the supply against the contract was
cancelled, the firm had to be accommodated through a rate contract which
was concluded with it in November, 1967.  As a result of the cancellation
of the supply against the contract dated March, 1966, Government had lost
a discount of Rs. (.77 lakh which had been originally agreed to by the firm,
The delivery date stipulated in the contract was [5th June, 1966, but. in Janu-
ary, 1967, it was extended to 15th March, 1967. 1t would appear, however,
that, in the meanwhile, the indentor had, in October, 1966, intimated that
supplies would not be required. The Committee would like Government
to find out why, after this communication had been received, the period of
supply was extended. Since the supply had not been made at that stage,
it is possible that Government could have cancelled the contract, without
forfeiting the rebate, for failure on the part of the supplier to effect supplies™.

{SL. No. 27(Para 1.167) of Appendix 1! to the 105th Report (Fourth Lok
Sabha)}.
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Action 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 cancelfedt at that stage, Government would
net 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 alive due
to the following actions:-

(i) The firm agreed to allow a 5% discount if an order for 39 winches
or more was placed on them vide their telegram dated the 4th
June '66. An amendment letter increasing the quantity to 23
Nos. winches against A;T placed on the 20th July "65 was issued
on the 20th June "66. An amendment providing for 57, discount
against the order placed in March 66 for 12 winches was issued
on the 18th June "66.

(1i) The indentor, in his letter dated the 7th Inly 66, revised the consig-
nee nstructions and an amendment letter incorporating the re-
vised consignee instructions wus issued on the 2nd Nov, "66.

In view of the above communications, the contract was kept abive,
and, therefore, legally, it could not be cancelled by the D.G.S. & D,
untlaterally without first serving the required notice on the lirm,
Further upto this stage DGS&D had not received any indwcation
from the indentor that the indentor had no need for these stores.

3. The tirm requested for extension in the delivery pertod. in their
letter dated the 4th Sept. 66 and telegram dated the 27th Sept. 66 and 3th
Oct.’66. On the 1Yth Oct.’ 66, DGS&D wrote to the indentor asking whether
an extension in the dehivery period for a period of 11 months could be given
to the firm. In reply, the indentor informed the DGS&D in his Jetter dated
the 8th Nov. "66 that the stores were no longer required.  On receipt of this
letter, the matter wus cxamined and a meeting was held with the indentor
on the 7th Jan. 67. According to the records ot the DGS&D, the indentor
agreed to the necessary extension in the delivery period being given ta this
case as the grabs had already been supplied and the winches had also been
manufactured. A copy of the minutes of the meeting was sent 1o the inden-
tor on the 10th Jan. 67 and an amendment letter granting necessary eaten-
sion in the delivery period was issued to the firm on the 30th Jan. "67. The
indentor, however, informed the DGS&D only in his letter of the 31st Jan,
*67 that no further extension in the delivery period should be given without
his prior approval.

4. The Ministry of Transport have now indicated that their represen-
tative had made it quite clear at the meeting that the DGS&D should not
extend the delivery period without their prior approval. According to the
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DGS&D's 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 do
so and informed the DGS&D only on the 3lIst Jan. ‘67 that no
further extension in the delivery period should be allowed to the firm
without the prior approval of the indentor. It has to be 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 DGS&D
could not have cancelled the contract in Nov. "66.

6. Asregards the second point. a rebate of 57, on an order of 39 winches,
was agreed to by the firm only in their telegram of the 4th June 66, There-
after, it was necessary for the DGS&D to place orders for that number of
winches. The guantity against the order placed on the 20th July "65 was
increased to 25 Nos. with the issue of an amendment on the 20th june '66
which was after the expiry of the original delivery period in respect of the
contract placed in March '66. Further. the amendment providing for 5%
discount tn respect of the order for 12 Nos. winches placed in Mar. '66 was
also issued only on the 18th June '66, ie. after the expiry of the original deh-
very period. In the circumstances, this rebate could be availed of only if
the nevessary extension in the delivery period was given to the firm,

7. 1t will not be out of place to mention that although. legally, the
DGS&D could not have cancelled this contract and the firm could insist on
supphyving the winches covered by these contracts, still the DGS&D were
able to persuade the firm to convert the outstanding supplies into a rate con-
tract. which involved no commitment, thereby saving Government from
unnecessary financial burden.

& 1t will also not be out of place 1o mention that on the $th March ‘67,
the consignee wrote to the firm a letter which was marked “Most Urgent'
and in which 1t was stated that the strategic road works of that Division
were going on in full swing and great inconvemence was being experienced
without the winches and the grabs already supphied were lying idie without
the winches.

{Ministry of Supply O.M. No. P HI-12(1) 68 dated 8-2-1971)
Further Information
(Ministry of Shipping & Transport)

{a) The DGS&D should have taken action to cancel the contract
in _question in view of this Ministry's letter No. WYV.20(1)/66-
SRH. dated the 8th November. 1966 (copy enclosed).

(b) Inany case DGS&D should have waited for this Ministry's formal
instructions regarding renewal of the contract when there were
instructions from it for not granling cxtension of time vide letier
dated 8th November, 1966 instead of presuming this Ministry's
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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 D.G.S &D in this Minis-
try's letter No. SRI1-33(4)/66 dated the 31st 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 M/S
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) much earlier to this letter the Government had already inti-
mated on 8th November, 1966 that the item should be dele-
ted from the indent and

(i1) the Directorate General of Supplies and Disposals were not
competent 1o act on the consignees letter in restoring supply
against Indentor’s clear instructions to them without consul-
ting this Ministry.

[Ministry of Supply & Transport O.M. No. R M.-19(1) 70 dated 23.7.1971)

MOST IMMEDIATE
STRATEGIC ROAD PROJECT Ministry of Shipping & Transport,
(Roads Wing)
Parliament Street,
New Dethi.
Dated 8th Nov "66.
No.WV-20(1):66-SR Kartika 1%88

To

The Director General of Supplies & Disposals,
Parliament Street,
New Delhi.

{Attention: Shri AV, Chevanulu-A.D.S))

SUBECT : --Procurement of Diesel Winclies required Jor the construction
work on the strategic Roads in the Gujarar Siate

Sir,

I am 10 refer to your endorsement No.SR-6:22026.443 11 dated the
19th Oclober, 1966, and to say that the machinery in question was required
by us by 30th June, 1966 as was stipulated in this Ministry’s indent No. W V-20
(2);65, dated the 4th October, 1965, The extension of delivery period. as
indicated in your endorsement dated the 19th October, 1966, referred. to
above, will thus not be acceptable to this Ministry as the stores received after
the stipulated date will remain idle. This item may, therefore be deleted
from the indent mentioned above.

Yours faithfully,
Sd/-
(G.V. CHALLAM)

Executive Engineer (Mech.)
Jor Director General (Road Development.)
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Encl: Nil
Copy forwarded for information to the:-
(1) Secretary to the Govt. of Gujarat,
Public Works Department (Building and Roads),
Sachivalaya, Ahmedabad-i5.
(2) Chief Engineer, Public Works Department,
(Building & Roads) Gujarat. Sachivalaya,
Ahmedabad-15.
Sd/-
(G. V. CHALLAM)
Executive Engineer (Mech.)
for Director General (Road Development)

Encl: Nil.
BY SPECIAL MESSENGER
© MOST IMMEDIATE
STRATEGIC ROAD PROJSECT
G.V.CHALLAM No. SRI1-33(4) 66
EXECUTIVE ENGINEER. Ministry of Shipping & Transport,

(Roads Wing)
Dated 31st January, 1967,

Dear Shri Bhalla,

Please refer to the correspondence resting with your doo. letter No,
MEIP SVI.220 71 440 449 HI, dated the 9 10th Janoary. 1967, with which
the minutes of the meeting held in the D.G.S. & D. on 7th January, 1967
reviewing the progress of cancelfation of the A Ts against our indents No.
WV-2002)/63. dated 4th October, 1903 and No. WV 206) 65, duted 4th Octo-
ber. 1965, have been sent to us,

2. The points raised in the minutes of the mecting referred to above are
under examination at this end. and a further communication i this regard
will follow soon.  In the meanwhile | would request you to take necessary
steps to ensure that the delivery dates in the case of Tar boilers, winches and
any other item of machinery are not extended under any  circumstances
without obtaining our prior approval.

Please acknowledge receipt.

Yours sincerely,
Sd-
(GV. CHALLAM)

Shri K.L. Bhalla,

Director of Supplies (ME)
D.G.S. & D., Parliament Street,
New Delhe.
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Recommendation

The Committee are unable to understand how, after having 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 been made before the extension of the delivery dates was agreed to by
Government. The Committee note that the case after investigation at “‘the
highest level” has been 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 experience in this case, that contracts are cancel-
led and risk purchase orders placed only after fully complying with the due
legal requirements.

[SL.No. 30 (Para 1.183) of Appendix Il tc the !05th Report (Fourth Lok
Sabha)j.

Action Taken

The instructions on the subject have been re-iterated for the guidence of
the purchase officers vide DGS&D CDN-2 Section Officer Order No.
21 (D) dated 30-5-70, a copy of which is enclosed.

[Ministry of Supply O.M. No. P I1-12(25).68 dated 16-9-1970]

DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS
(CDN-2 Section)
New Delhi-1.
OFFICE ORDER NO. 2KD). Dated 30-5-1970
Sussecr:-Risk purchase-Cancellation of contracts
ReFeriNCe - Office Order No. 21, dated 1-1-1970.

The procedure to be followed by the Purchase Officers in regard 1o the
cancellation of the contracts is detailed in para 3 of the above cited office
order.

2. The Public Accounts Committee came across a8 case where the pur-
chaser after having extended the periods of delivery stipulated in the contract,
cancelled the contract before expiry of the extended delivery period. This
action resulted in government forfeiting their claim against the firm for extra
cost which was incurred on purchase of the unsupplied materials from the
alternative source, as according to legal opinion, the contract had been can-
celled in anticipation of their breach.
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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 are cancelled
and risk purchase orders placed only after fully complying with the legal
requirements.

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

Standard Distribution

Copy to:-
CDN-5 Section with reference to their Memo. No. CDN-5/4
(16)'70 dated 13-5-1970 [Item No. 31(1.183) refers}].

Recommendation

The Committee find that, in this case. the “risk purchase’ rights of
Government were prejudiced, due to a failure 10 comply with the legal re-
quirements in this regard. The date of delivery mutually agreed upon bet-
ween the supplier and Government was 15th July, 1966. but a swo-moto
extension was granted by Government till 5th September, 1966, for which
concurrence was not obtained. In the result. when the firm failed to effect
supply, Government could not make *‘risk purchase™ at the expense of the
firm, as by that time six months from 15th July. 1966, i.e.. the mutually agreed
date had elapsed.

The Commitice have dealt with similar cases of this type clsewhere
in this Report. The Committee trust that steps would be taken to instruct
purchase officers adequately about the legal requirements to be complied with
in the matter of risk purchases.

[SI. No. 31 (Para 1.189 and 1.190) of Appendix Il to the 105th Report (4th
Lok Sabha)].

Action Taken

Necessary instructions regarding extension of delivery dates and risk
purchase-cancellation of contracts. have been re-iterated for guidance of
the purchase officers vide Directorate General of Supplies and Disposals,
CDN-2 Section, Office Order Nos. 18C) and 21(D), both dated 30-5-70
(copies enclosed).

{Ministry of Supply O.M. No. 12(19):68-P-—111 dated 5-10-1970)
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(Section CDN-2), New Delhi.

OFFICE ORDER NO. 1¥C) Dated 30-5-1970
SumecT:- Extension of delivery date
REeFERENCE - Para 4 of Office Order No. 18 dated 1-1-1970,

According to the instructions contained in the above cited office order
extension of delivery datc amounts 1o changing the terms of the original
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contract and such an extension can be only with the consent of the parties
i.e. the purchaser and the seller. Extension of granted without any appli-
cation on the part of the contractor has no effect in law and does not bind 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
moto 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.

If in certain cases swo moto extensions cannot be avoided in a bona fide
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 in 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 part of the purchase officer in such cases
would jeopardise the interests of the government.

All purchase officers/sections are requested to note the above instruc-
tions for strict comphance.

Sd/-29-5-70

(D. S. DUGGAL)

Deputy Director (CS1)
Standard Distribution
On file No. CDN-2/7(18)/1;70
Copy to:~

CDN-5 Section with reference to their Memo No. CDN-5 4

{16),70 dated 13-5-70 {lItem> 3(1.22) and ftems 31(1.90) refers].

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CDN.2 Section)
OFFICE ORDER NO. 21(D) Dated 30-5-1970

SUBJECT:- Risk Purchase-Cancellation of comtracts
ReFeReNCL:~ Office Order No. 21, dated 1-1-1970,

The procedure 10 be followed by the Purchase Officers in regard to the

cancellation of the contracts is detailed in para 3 of the above cited office
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 the contract before expire of the extended delivery period. This
action resulted in government forteiting their claim against the firm for
extra cost which has incurred on purchase of the unsupplied materials from

the alternative source, as according to kegal opinion, the contract had been
cancelled in anticipation of their breach.

With a view to avoiding recurrence of such type of cases in future, the
purchase officers should ensure that th: detailed procedure outlined in the
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ned office order is followed and the contracts are cancelled and

R only after fully complying with the legal

risk purchase orders placed
irements.
require S Sd/-

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

Standard VDis@rirbux«i'gp.
(On file’ No. CDN-2/9(12)1:70)

Copy to:i— i
CDN-5 Section with reference to their Memo. No. CDN-5/4

(16)70 dated 13-5-1970.

(Item No. 31 (1.83) refers).
Recommendation

“This is yet another case where due to failure of the Department to
obtain the supplier’s concurrence to extension of delivery date of the contract
granted by Government swo moto, Government lost their “risk purchase™
rights. The Commitiee have already made certain suggestions in this regard
elsewhere in this Report and hope that they would be strictly implemented.
Another point about this case is that the Department failed to take notice
of an adverse capacity report about the firm.  The Committee regret o note
the failure of Government in this regard.”
[S. No. 34 (Para 1.99) of Appendix H to the 105th Report (4th Lok Sabhan!

Action Taken
As regards the first part of the recommendation, it may be stated that
necessary instructions have been reiterated for guidance of the Purchase
Officers vide Directorate General of Supplies and Disposals (CDN-2 Section)
Office Order No. 8¢y dated 30-5.70 (Copy enclosed with acuon taken notes
at S. No. 3.
As regards the second part, viz., fatlure 10 take  notice of the adverse
capacity report, it may be stated that the case was examined {rom the vip-
lance angle. and a« a result thereof, warnings were issued on 4470, to the
Assistant Director of Supplies and the Upper Division Clerdh concerned, 1o
be more careful. in future, in the discharge of their duties. Copies of the
warnings have been kept in their character rolls.
[Ministry of Supply O.M. No. P HIE-12(19) 68 dated 21 .9- 1970}

Recommendation
“The Committee note that one of two cold chambers procured by the
Defence Department in October, 1965 at a cost of Rs. K2.500 - has not yet
been commissioned, due to defects in the cquipment. A« the defects come
1o notice during the warranty period. the Commitice would hke Govern-
ment o consider whether a replacement should be asked tor. if repairs now
stated to be underway are not soon completed satisfactonty.”

[S. No. 35 (Para 1.204) of Appendix to the 105th Report (Fourth Lok Sabha))

Action Taken

Both the chambers have since been repaired and copies No. 2 and §
of the Inspection Notes have been released by the consignees.
[Mirustry of Supply O.M. No. P 1H-12(37):6% dated 17-12-1970.)



CHAPTER HI

RECOMMENDATIONS/OBSERVATIONS WHICH THE
COMMITTEE DO NOT DESIRE TO PURSUE IN
VIEW OF THE REPLIES OF GOVERNMENT

Recommendation

“The Committee regret that there was an inordinate delay of nearly
three years in processing for arbitration Government’s claim against the firm
amounting to over Rs. | lakh. The claim was preferred in October, 1966,
which the firm prompily disputed. Due 10 the file getting misplaced, about
10 months were }ost before the case could be referred for legal opinion in
August, 1967. The legal opinion could not be obtained tili November, 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 Committec trust that Government will issue suttable instructions
impressing on all officials concerned with handling of contracts the need to
be prompt and businesslike in dealing with cases. The Committee would also
like 10 know the action taken against person responsible or misplacement of
the file for ten months.”

[S§]. No, 28 (Paras 1.17) and 1.172) of Appendix I to the 105th Report
{Fourth Lok Sabha)]

Action Taken

Necessary instruction, as desired by the Committee, have been issued
to all Purchase Officers vide Directorate General of Supplies and Disposals
(O & M Division) communication No. 3(1)70-O & M dated 16th June,
1970 (copy enclosed).

Vigilance Section have been asked to initiate action to fix responsibility
for misplacement of the file for ten months. The result will be communicated
to the Public Accounts Committee, in due course.

[Ministry of Supply OM No. P 111-12(20) 69 dated 21-9-1970}

No. ¥(1)/70-0 & M
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(O & M DIVISION)

New Delhi, dated 16th June. 1970,

) The Public Accounts Committee have made the following observation
in their 105th Report (Fourth Lok Sabha) on an Audit Para pertaining to
the Ministry of Supply/DGS&D :—

“The Committee trust that Government will issue suitable instructions
impressing on all officials concerned with handling of contracts,
the need to be prompt and businesslike in dealing with cases.™
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2. The above observation has arisen out of a contract placed by the
DGS & D, for supply of certain stores. wherein, the firm having defaulied
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 7-10-1966 to pay the extra cost. The
firm disputed this claim in their letter dated 20-10-1966. The file having been
misplaced, about ten months’ time was lost, before the case could be located
and referred to the Ministry of Law for advice, in August. 1967. The Ministry
of Law wanted certain clarifications. before they could give their advice.
These could be furnished only in November, 1968 and the advice of the
Ministry of Law then obtained. There was a further delay of eight months,
before an arbitrator was appointed in June, 1969 and his award is still awaited.

3. All Officers concerned with the handling of contracts are requested
to ensure avoidance of delay. at any stage. while dealing with the cases,
particularly, where Government's claims for recovery from firms, are
involved.

Sd;-
(V. SUBRAMANIAN),
Director,

(O & Mand CDN)
Al Ofticers at Headgquarters,;

Head of all Regional Offices.
Copy 1o —S.0. {CDN-5).

Further Information

The matter regarding the misplacement of the file has since been exami-
ned by the Directorate General of Supplies & Disposals. The explanation
of the dealing hand concerned was called for and after consideration of s
reply he was warned to be more careful, in future, so as to avoid recurrence
of such lapses.

[Ministry of Supply OM No. 12(8):69-P I dated 20-3-1971)



CHAPTER 1V

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

Recommendation

“The Committee would also like action to be taken for utilisation/
rccovery of 12,308 tonnes of Copper lying unutilised with the firm.”

[SI. No. 6 (Para 1.22) of Appendix Il to the 105th Report (Fourth Lok
Sabha)]

Action Taken

The Minerals and Metals Trading Corporation were requesied on
9-4-1970 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 ssued by Joint Chief Controller of fmports and Exports.
The MMTC have alrcady taken up the matter with the Joint Chief Controller
of Imports and Exports, for necessary adjustment. Supplies have however,
been withheld.

[Ministry of Supply OM No. P HI-12(5)/68 dated 22-1-1971]

Recommendation

“The Commuttee feel that, with a hutle care, Government could have
avoided procurement of 7 of the 25 winches costing Rs. 2.75 lakhs, procured
against the contract placed in July, 1965, which subsequently became sur-
plus. The contract for the winches which were required for the Lateral Road
Project between  Amingaon and Bareilly stipulated delivery by 31st August,
1965. Due to delay in the approval of the prototype, the delivery period was
later refixed an 15th April, 1966. In August, 1966, Government had decided
to slow down the tempo and execution of the project, as a result of which a
substantial part of the machinery originally indented for became surplus.
It is not, therefore. clear why, in September, 1966 and December, 1966,
further extensions of delivery dates were agreed upon. The Ministry of Trans-
port which was the indentor, could well have reduced their requirements at
this stage, even if they had to agree to the extension. The Committee would
like to be informed as to why this was not done™".

[SI. No. 26 (Para 1.166) of Appendix II to the 105th Report (Fourth Lok
Sabha)}
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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
Ministry of Supply O.M. No, P-111-12(1)/68 dated 25th May, 1970, to furnish
this information. It may be added that the extension in December, 1966
was given with the approval of the indentor.

[Ministry of Supply O.M. No. P-11-12(1)/68 dated 8-2-1971.]
Recommendation

The Committee note that in this case *risk purchase™ could not be cffec-
ted within a period of six months, as the item in question was an imported
store which was not readily available. The Committee cannot, however. help
feeling that the Department erred in the first instance while placing the
contract. The offer of the firm ex-stogk was unsolicited besides being belated.
According 1o tender procedure, it could not. therefore, have been entertained.
Moreover. the recognised firms which were covered by the tender enquiry
had all supulated impost assistance. It was therefore inadvisable to have
concluded a contract with a party who offered the matenal ex-stock. parii-
cularly when the offer. besides being unsolicited. was belated.

[S. No. 32 (Para 1.194) of Appendix Il to the 103th Report (Fourth
Lok Sabha).

Action Taken

The indent was an urgent one and the indemor had stated that drithng
operations were at a standsull. The indentor had carbier invited direct tenders
and forwarded a copy of tender received from Ss. 8 .. S L
Calcutta who were offering the stores. ex-stock. The firm was not known to
the DGS & D and a limited tender inquiry was issued to three firms sugges-
ted by Directorate General of Techmical Development and ako 1o S,
S S oo .. The tatter did not respond and the other
three firms quoted for imported stores. The lowest two offers were referred
o the indentor for confirmation of acceptabiity and for provision of foraign
exchange. In the meantime, a tender dated 1-2-1965 was received by puost

on 6-2-1965. from Ss........ ... .. Corporation, Caleutta, This firm
had not been invited to tender, Apparently, the tender document had
been passed onto them by §'s. S......... .. S o In response o

a letter dated 16-1-1965 10 this firm by the indentor, the firm quoted only for
two Hems. The rates quoted by the firm to the indentor and  the DGS&D
were the same. The indentor, 1n his letter dated 11-2-1965 forwarded a copy
of the Firm's offer stating that imported offers were not siceptable, as he
could not arrange any foreign exchange. He also confirmed that the stores
asoffered by S/s.......... ... .. . Corporation ex-stock were ucceplable
and suggested for procurement of the stores offered by the firm. In view of
the extreme urgency of the indentor’s requirement and his inability 1o provide
foreign exchange, the tender of Sis. ... . ..., Corporation was admitied
and their offer for these two items accepted. As the acceptance of an unsoli-
cited offer amounted to negotiations. the approval of the competent authority
viz. Addl. Director General and Finance was taken.

[Ministry of Supply O.M. No. 12(19) 68-P-111 dated 4-5-1970)}.



CHAPTER V

RECOMMENDATIONS/OBSERVATIONS 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 whom 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 19.500 Nos. Fhey, however, supplied identical stores
against two other contracts placed with them subsequently in
October, 1966 and April. 1967 at unit prices of Rs. 36.65
and Rs. 34,65 respectively. To heln the firm to complete the sup-
plics against the first contract the rclease of 34.7% tonnes of
copper, 4 scarce metal, was arranged by Government even though
the contract comtained no provision for it. However, after availing
of this facility, the firm did not make any further supply against
the first contract. Government have stated that the copper sup-
plied to the firm against the first contract was not “apparently”
utilised for making supplics against the two subsequent contracts,
which provided for much higher unit prices, but  the firm had
admitted that unutilised stocks of the metal are “still lying with
them™. The Committee also observe that the firm have had “various
other orders™ from the Railways for similar stores against which
release of copper had been obtained by them on the basis of import
licences. The Committee would like it 10 be comprehensively
mvestigated how the tirm have utiiised the material supplied to
them against all the orders placed with them since 1964 and to be
apprised of the results of the investigation.

{Si. No. 1(Para 1.22) of Appendix Il to the 105th Report (Fourth Lok Sabha)
Action Taken

DGS & D have requested Controllers of Stores of various Ratlways on
2-7-1970 to furnish a list of the contracts placed by them on the firm wherein
assistance for raw materials was also given to them. On receipt of the replies
from the various Railways, the matter will be investigated further and the
results intimated to the Public Accounts Committee, as desired.

[Ministry of Supply O.M. No. 12(5)/68-P—II1 daied 23-9-1970].

Recommendation

(i) Legal opinion is fairly well settled that an order placed at the
‘risk and expense of the firm’, as a result of its breaching the terms of delivery

57



58

stipulated in a contract, should be placed within six months of the date of
breach. It 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 extended the
date of delivery stipulated in the contract suo moto upto a period of two years
with the result that their *‘risk purchase’ rights were prejudiced. While the
Committee appreciate that Government will have to take a practical view of
situations that arise in the course of dealing with 12,000 to 15.000 contracts
in a vear and that in certain cases suo moro extensions cannot be avoided in
a “bona fide effort 10 procure the stores™. they would like to stress that
Government should in such cases obtain expeditiously the suppliers concur-
rence to extensions given swo moto, so that their risk purchase rights are not
jeopardised.”

[SI. No. 3 (Para 1.22) of Appendix It to the 105th Report (Fourth Lok
Sabhay.

Action Taken

Necessary instructions have been reiterated for guidance of the Pur-
chase Officers vide Directorate General of Supplies and Disposals (Section
CDN-2) Office Order No. 18(c) dated 30-3-1970 (copy enclosed).

[Ministry of Supply O.M. No. 12(5)/68-P—I11 dated 23-9-1970).

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
{Section CDN-2). NEW DELHI

OFFICE ORDER NO. xCh Dated 30-5-1970.
Susscy @ Extension of Delivery date
Reterence : Para 4 of Office Order No. 18 dated |-1-1970,

According to the instructions contained in the above cited office order,
extension of dehivery date amounts to changing the terms of the original
contract and such an extension can be only with the conswent of the parties
i.e.. the purchaser and the seller. Exiension granted without any application
on the part of the contractor, has no effect in law and does not tind the
contractor. While granting extension of ume on an application from the con-
tractor. the letter and the spirit of the application should be kept in view in
fixing the time for delivery.

The Public Accounts Committer came across a few cases where suwo
moto 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 ume six monthe from
the last mutually agreed delivery date had clapsed.

If in centain cases swo moto cxtensions cannot be avoided in a bona
Sfide effort to procure the stores but where such an extension becomes ines-
capable, the Purchase Officers should obtain expeditiously the supplier’s
concurrence to the extension so that the purchaser's risk purchase rights
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are not j ised. They should bear in mind the date of breach and the
necessity of placing the risk purchase A/T within 6 months from that date.
Neexiless to emphasise that any inactivity on the part of the purchase officer
in such cases would jeopardise the interests of the government.

All purchase officers/sections are requested to note the above instruc-
tions for strict compliance.

Dated 29-5-1970. Sd/- (D.S. DUGGAL),
Deputy Director (CS-1).

Standard Distribution.

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

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) referes.]

Recommendation

“Though Government would appear to have lost their “‘risk purchase”
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 the difference
tween the contract rate and market rate on the date of breach”, The Com-
mittee would like action to be speedily initiated for recovering such damages
from the firm".

[Sl. No. 5(Para 1.22) of Appendix I to the 105th Report (Fourth Lok Sabha)]

Action Taken

A registered notice dated 23-11-1968 was served on the firm for the
recovery of Rs. 1,94,510 towards general damages based on the difference
in the A/T price and the market rate prevailing on the date of breach, The
firm, however, vide their letter dated 1-1-1969 refuted the Govt.'s claim
and instead put forward their own claim on account of interest on the
capital blocked up in purchase of copper from MMTC and godown rent.
The case was referred to arbitration by the DGS & D on 15-3-1969,

According to the 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 Commitiee, in du¢ course.
{Ministry of Supply O.M. No. P I1I-12(5);68 dated 12-1-1971).]

Recommendation

“The Committee note that in respect of two contracts placed with the
firm, where import assistance to the tune of Rs. 12.78 lakhs was provided by
Government for import of the scarce non-ferrous metals, Government
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“suspects” malpractices in the utilisation of the imported material. Durin,
evidence it was also stated that “similar malpractices” by the firm :
occurred in “another case”. In the light of this position the Committee would
like Government to investigate thoroughly how the firm utilised non-ferrous |
metals worth about Rs, 25 lakhs which were imported by it on the basis of
import licences issued by Government in connection with the five contracts
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. 12(Para 1.58) of Appendix 11 to the 105th Report (Fourth Lok
Sabha)]

Action Taken

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-11{ dated 5-10-1970}.
Recommendstion

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

{SI. No. 13(Para 1.59) of Appendix 1l to the 105th Report (Fourth
Lok Sabha)).

Action Taken

The question as to what further safeguards could be huilt into the Gene-
ral Conditions of Contract governing contracts of the DGS & D, is being
examined in consultation with the Ministry of law, Public Accounts Commi-
ttee will be informed about further development.

[Ministry of Supply OM No. 12(39)/67-P-HI dated 5-10-1970].
Recommeundation

“According to Rule 16 of 1the General Financial Rules of the Central
Government, losses, fraud, etc. noticed by Government officers have to
be ‘immediately reported’ to Audit. In this case, fraud amounting to
Rs. 2.84 jakhs was not brought to the notice of Audit. The Commitiee
would like to be apprised of the reasons for not doing so and the action
taken against the delinquent officers.”

[SI. No. 18(Para 1.193) of Appendix H to the 105th Report (Fourth Lok
Sabha)].

Action Taken

This recommendation will be examined, in detail when the relevamt
files, which have been scized by the CBI, are released and made available.
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Instructions have besn issued vide Office Order No. 54, dated 28-5-1970
(copy enclosed) that the purchase officers should ensure that all cases of fraud
or suspected fraud are reported to the concerned P & AO and the Audit
Officer, immediately as they come to notice.

[Ministry of Supply OM No. P I11-12(12)/68 dated 21-1-1971).

GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
CO-ORDINATION SUPPLIES SECTION-2
NEW DELHI

OFFICE ORDER NO. 54. Dated ; 28-5-1970.

v

SuniecT:—Reporting of losses/damages of fraud 1o the higher
authorities.

In accordance with the recommendations of the Public Accounts Com-
mittee, instructions were issued vide U.O. No. CDN-3/1(21)/11/68, dated
24-12-1968 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 Supplies for instructions
regarding the corrective action to be taken and for report to the higher gutho-
tities, DG/Ministry of Supply:—

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

(i) non-despatch of complete/correct stores as approved by the In-
spc;lor and for which advance payments were drawn by the firm;
an

(i) claljming advance payments by quoting wrong despatch parti-
culars,

It was also prescribed therein that all such complaints should be entered in
a register as per proforma indicated in the Annexure, and the register should
be cx;m;\ined every fortaight to ensure prompt and effective follow-up action
regularly, .

2. Reference is also invited to para 335 of the DGS&D Manual
of Office Procedure (1960 Edition) which prescribes the method of reporiing
the instances of loss of public money. As per Rule 16 “Report of Josses™
under (Chapter II) Section V *‘Defalcations and Lossess™, of the General
Financial Rules (Revised and Enlarged) 1963, loss or shortage of Public
moneys, departmental revenue or receipts, stamps, opium, stores or other
property heid by, or on behalf of, Government, caused by defalcation or
otherwise including losses and shortages noticed as a result of physical veri-
fication, which is discovered in a treasury or other office o~ 4apartment, shall
be immediately reported by the subordinate authority co. ..caed to the next
higher authority as well as to the Audit Officer and thw. . .wcounts Officer,
even when such loss has been made good b the party resonsible for it.
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3. Relevant provision in the Pay & Aoccounts Officer Manual issued
by the Comptroller and Auditor General with the approval of the Min. of
Finance are reproduced below:— .

“Para 466—The Department conterned should report the defalcation
and losses to the Pay & Accounts Officer and the statutory audit
officer simultaneously on receipt of a report of defalcation or
loss of public money or property the Pay & Accounts Officer
should call for such further information as he may require on the
subject and carefully examine the case and ascertain whether the
defalcation or loss was rendered possible by any defect in the rules,
or whether it was due to neglect of rules or want of supervision
on part of the authorities. He should then report the result of such
examination to the authority competent to sanction the write off
of the loss; unless he considers, for any special reason that the
Govt. should also be informed.

Para 467. The statutory audit officer will keep himself in touch
with the progress of the investigation made by the Pay & Accounts
Officer and any information required by the former has to be
furpished by the latter. Where necessary the Pay & Accounts
Officer’s report to Governmeut will be supplemented by the com-
ments of the statutory Audit Officer.

Whenever any case of loss in which there is a possibility of the
Reserve Bank of India being made liable to Government either
in respect of operation on Government A/Gs conducted by itself
or by its agents or otherwise comes to his notice, the Pay & Accou-
nts Officer should call for such further information as he may re-
quire on the subject. On receipt of this information which must
be obtained without delay he should at once made a report of the
case 10 the Finance Ministry for such action as he may deem fit.”

4. In accordance with the aforesaid provision it is necessary that as
and when cases of fraud or suspected fraud come 1o the notice of the Pur-
chase Officers they should {urnish all available facts of the case to the Pay
& Accounts Officer as well as to the statutory Audit Officer. It will then be
the responsibility of the Pay & Accounts Othcer to examine and ascertain
as to whether the fraud has been made possible due to some defects of Rules
or Procedure or whether it was due to negligence of some authority.

Purchase Officers are requested to ensure that all such cases are repor-
ted to the concerned Pay & Accounts Officer and the Audit Officer immedia-
tely they come to notice,

This issues with the approval of Internal Finance/C.P. & A.O. and Mi-
nistry of Supply.

Sd- (D. S. DUGGAL).
Dy. Director (CDN SUPPLIES 1)

Standard Distribution
(File No. CDN-2/1X3)/11/69).

Copy to : CDN-5. This refers to their U.0. No. CDN-S;AP;/2(150)/68,
dated 20-11-1969. IAP/UIS0)
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Reconunendation

*“The Committee would also like to be apprised of the outcome of the .-
arbitration proceedings and the progress of recovery of the amount due.”

{SL. No. 29(Para 1.173) of Appendix II to the 105th Report (Fourg b!‘.&l):]

Action Taken

The case is still under arbitration. The final result will be intimated to
the Public Accounts Committee in due course.

[Ministry of Supply OM No. 12(20)/68-P [II dated 21-9-1970].

Recommendation

The Committee note that the question of recovery of general damages
from the firm amounting to Rs. 11,265 is under correspondence. They would
like to be apprised of the progress of recovery.

[S1. No. 33(Para 1.195) of Appendix 1 to the 105th Report (Fourth Lok Sabha)}

Action Taken

Since the Acceptance of Tender is governed by the arbitration clause,
the case has to be referred to arbitration; but before doing so. the financial
standing of the firm has to be ascertained. It is understood from the Home
Department, Government of West Bengal, and the Income Tax Commissio-
ner, Calcutta, that the firm is a proprietary concern. Assuch, the financial
standing of and the value of property available with the proprietor is being
ascertained from the Income Tax Commissioner, Calcutta, as also, from the

District Magistrate, 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}

ERA SEZHIYAN,
New Devws; Chairman,
August 31, 1971 Public Accounts Commitiee.

e A ———

Bhadra 9, 1893(S).



APPENDIX

Summary of main Conclusions/Recommendations

(WI)A
1.

"

)

Ministry/
Department
Concerned

Conclusion/Recommendation

3)

@

i.7

Supply

Do.

Home Affairs

The Committee hope that final replies in regard to those recom-

mendations to which only interim replies have so far been fure
nished will be submitied to them expeditiously after getting
them vetted by audit.

The Committee find that as against 12.308 tonnes of unutilised

clectrolytic copper, MMTC have with held for adjustment sop-
plies valued at only Rs. 26,017/- in respect of a subsequent re-
icase to the firm by the Joint Chief Controller of Imports and
Exports. The Committee desire that recovery/adjustment of the
remaining quantity of the material should be made expeditio-
usly.

The Committee note that departmental action is yet to be taken

against the officers concerned in regard to the omissions to
ensure that the helmets were fitted with adjustable head-bands
as provided in the ISI specifications and to take serious notice
of the complaints which were received from the users initially
about the oversize of the helmets. They would like Government
to finalise the disciplinary proceedings expeditiously.

As regards other lapws, the Committee desire that the details

of action taken or proposed to be taken against defaulting offi-
cials be intimated to them.



4 1.4 Supply

s. 1.17 Supply

6 1.18 Do

7. 1.22 Do

8. 1.25 Shipping &
Transport

9. 1.28 Supply

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 slow progress made in
the investigation of the case. They would like the matter to
be gwcstigated 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 could not be finalised so far. They desire that Govern-
n;lent shrould come to an early decision in this regard and inform
them of it.

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 pan.

The Committee do not appreciate the vague contention of the
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 should
have been carried out before agreeing to the extension of deli-
veg?(r5 period for the supply of remaining winches in December,
1966. .

The Committee note that the offer of the firm for supply ex-stock
had to be accepted due to urgency and indentor’s inability to
arrange forcign exchange and that the approval of the competent
authority was taken. The Committee would, however, like to
point out that before concluding the contract with the party
who made a belated and unsolicited offer of the material ex-
stock, Government should have statisfied itself about the quality
of the goods by inspecting a sample of the material.

T MGIPRRND—Sec. T—8LSS/7T—T,250—8-11-71.
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