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APPENDIX 1
E.xrraa of Paras 4.39 10 4.52 of the soth Report of the PA.C. (Third
Lok Sabha)

(c) Pre-impor: allowed toithout cven ensuring a contract with HSL

4-39. The Sub-Committee were informed that the procedure adopted
by the office of the Iron & Steel Controller in entering into these deals
and in granting pre-import licences was to first verify that there was a
valid contract betwecen HSL and the party for export of semi-finished steel
and thereafter give uan import licence on application by the firm on fur-
nishing the requisitc bank-guarantec or letter of credit. However, in one
instance (f.e., of M;s. Ram Krishan Kulwant Rai) a licence was issued
“inadvertently” even without their entering into a contract with the H.S.L.
This firm made un offer in March, 1960 and the deal was approved by the
office of the Iron & Steel Controller on 5-5-60 and the import licence was
issued on 7-6-60 {5 I/Ls. of value of Rs. 101 lakhs were issued). This
‘mistake’ was found out in November, 1960 and efforts were made to
persuade H. S. L. to muke available the steel for being exported and thereby
carn foreign exchange to off-set the foreign exchange lost by way of im-
ports.

4.40. Asked when the omission came to their notice and whether any
responsibility was fixed in the matter, the Deputy Steel Controller stated
that * the firm submitted an import licence application. There was a bank
guarantee and thev uasked for pre-import licence. It is necessary to find
out whether H.S.L. has contrat or not. It was not done in this case by
mistake. Assistant Checking Officer did not check it. H.S.L. said that
the firm approached them for contract, they have not signed the contract;
they (3.e., Steel Controller) have given import licence. They found
that mistake has occurred. The lctter was written by the Controller to
the Chairman, H.S.L. that this mistake occurred and H.S.L. agreed
to finalise the contract with them. This was squared up. There was lapse
on the part of the officer concerned. He was told to be more careful in
future. Actually there was mistake on everybody’s part. Responsibility

was there squarely on all of them, the firm, the officer and clerk concer-
ned.”

4°41. When pointed out that this mistake came to their notice when
the matter was reported by H.S.L. otherwise there was no system by which
they could discover it, he stated ‘“it ought to have been checked. I quite
agree that there was no regular system.” It was also stated that the original
deal was sanctioned in May, 1960 and the mistake came to their notice only
in November, 1960. By that time i.e., November, 1960, the party had made
imports of 8297 tonnes of steel valued at Rs. 9508 lakhs and a balance of
149 tonnes worth Rs. 3-:90 lakhs was only left. The customs permit was
stopped at that time until the party entered into contract with H.S.L.
(which was done on 18-1-61). The party made the remaining imports
worth Rs. 3-90 lakhs by February, 1961, thus making total imports of
Rs. 98-98 lakhs. In regard to exports made, the Deputy Steel Cont-
roller stated that ‘“they have not exported anything. ¢ contract with
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H.S.L. is in dispute. They have not taken any material at all.” As re-
gards bank guarantees, he stated “that also has expired.”

4.42. Asked why in spite of all this happening, they did not have any
departmental enquiry against the officar concerned, the Deputy Steel
Controller stated that “‘the officer concerned who happened to be myself,
put the entire case before the Controller. He could ﬁ:?re done it, I was
myself the officer so what can I say. It is a very bad case. I am very
much concerned about it. I quite it is a very serious lapse. I was
fecling very much about it. I m wrote that it is a very serious lapse.
1 signed it. I should have checked it.” When asked whether he t
any action against persons who put up the papers to him, he stated that
“T have warned them. After all he is a poor clerk. I have reported to the
Iron and Steel Controller and said ‘it is upto vou to take whautever action

LI

you consider neccessary’.

4.43. In order to get a contract entered into by this party with H.S.L.
the Tron & Stecl Controller took up the matter with the Chairman, H.S.L.
in November, 1960. In this connection, the Sub-Cotmmittee also noticed
trom the .Q. correspondence that passed between the Iron & Steel Cont-
rolier and the Chairman, H. S. L. (*Appendix XXIX) that the Chairman,
H.S.L. in his letter dated 26th Novembr, 1960, had pointed out 1o the Iron
& Steel Controller that “offering material for export to this party at this stage
could result in considerable criticism.”™ The Steel Controller in his reply
dated 13-1-61 stated that *‘1 am a little puzzled at your statement ro the
effect that otlfering materials for export to Ram Krishan Kulwant Rai could
result in considerable criticism.”  On being pointed out that even this ob-
servation of 26th November, 1960, of Chairmuan, H.S.L. did not arouse any
curiosity in the Ministry or the Steel Controller’s office to go into the details
of the case, but on the other hand efforts were made to justify the whole
thing, the Secretary of the Ministry stated during evidence that “what the
Chairman, H.S.L. said was that materials lying in stock at their plants could
now be sold by them on cash and that barter dcal would result in  consider-
able criticism. Thut is the burden of this letter. The Steel Controller’s
point is that it is not correct to sell everything aguinst cash. Therefore, he
says that he is a little puzzled, etc.”” He, however, admitted that the Iron
& Stecl Controller was bound to write such a letter and that ‘it is perfectly
possible interpretation” of the position that the Steel Controller was in a
tight corner at that time und wanted to cover up the mistake as soon as
possible.

4.44. Asked at what stage this serious mistake came to  the notice
of the Ministry and what action they took on that, the witness
stated that copies of the correspondence between the Steel  Control-
ler and H.S.L.. were sent to the then Secretary of the Ministry and
that in a note written by him on 28-1-1961, on the Steel Controller’s
lewter of 13th January, 1961 itself it is stated “It is the rejection of
this proposal by the H.S.L.. which will invite criticism.” Continuing
the witness stated “I cannot find from the file any action recorded.
It appears that he (the then Secretary of the Ministry) also took
the view that it was a genuine mistake.”

4.45. In this context the Sub-Committee noticed that before writ-
ing his first letter of 14-11-60 to the Chairman, H.S.L. on this matter,

_* Reproduced in Annexures I to III of this Appendix.
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the Steel Controller had informal discussions with -Chairman, H.S.L.
and the then Secretary of the Ministry at Dum Dum Airport on
13-11-60. The latter aiso spoke to the Chairman, H.S.1. about this
martter. Asked whether the Secretary’s good office was used because
the Steel Controller could not persuade the Chairman, H.S.L. and
correct the mistake, the witness stated that “it did not appear like
that.” On being pointed out that though the then Secretary of the
Ministry came to know about the mistake, he had no comments to
make upon that but on the other hand he could not restrain him-
self from commenting on one sentence of the Chairman, H.S.L., the
witness stated that “I think he must have uaccepted that it was a
genuine oversight.”

. 446, Asked whether any record of the discussion ut Dum Dum
Airport was kept by the then Secretary  of the Ministry, the witness
replied in the aegative.

4.47. One of the main conditions for allowing pre-iinport licence
was that there should be a firm export contract, b{ which the
Ministry of Finance meant a contract with the foreign buyer, but
which was wrongly interpreted by the Iron and Steel Controller as
a mere sales contract with the Hindustan Steel Ltd. This was a
condition precedent before granting any import licence. The Iron
and Steel Controller issued import licences worth over Rs. 1 crore
in favour of M/s. Ram Krishan Kulwant Rai in June, 1960 without
verifying that there was a valid contract between the party and the
Hindustan Stecl Ltd. This was completely in contravention of the
instructions of the Ministry of Iron and Steel and the Sub-Committee
feel that this was a very serious lapse, It is not easy for the Sub-
Committee to believe that import licence worth morc than a crore
of rupees could be issued at a time to a single party by ‘mistake’.
The Sub-Committee cannot understand nor can it approve of the
system under which import licences worth more than a crore of
rupees could be issued to a party inadvertently by ‘mistake’, The
Sub-Committee take a very serious view of this ‘mistake’ or
inadvertencc.

4-48. It is also very surprising to note that there is no regular
system in the office of the Iron and Steel Controller to detect such
mistakes and they came to know about it only in November, 1960
when H.S.L. pointed out after five months of the issue of import
licences and by which time the party had madc bulk of imports.

4-49. What is still more disquieting is the fact that in spite of the
frank admission by the defaulting officers of the seriousness of the
lapse, no enquiry scems to have been held by the Steel Controller
into the matter. There appears to have been no feeling in the Steel
Controller’s office that something serious had happened. On the
other hand persistent efforts were made to cover up the whole thing
and the H.S.L. was made to enter into a contract with the party by
seeking the intervention of the then Secretary of the Ministry.

4.50. The Sub-Committee also note that it was only after an in-
formal discussion at Dum Dum Airport on 13th November, 1960 when
the three officers, mentioned above, met there that the letter was
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written by the Iren and Steel Contreller to
copies endorsed to the then Secretary of :
Committee foel that information regarding this lapee having taken
ﬁace, was brought to the notice of the Ministry of Iron and Steel

e roundabout manner rather than in a straightforward report
that something serious had bappened and that the Iron and Steel
Controller was taking steps to rectify the same.

4.$3. Though the then Secretary of the Ministry came to know
about this mistake, he simply acquicsced in it and had not a single
word to say about it and cven did not keep a record of the discus-
sion be bad with the officers at Dum Dum Airport. On the other
hand he could not restrain himself from commenting against an
observation of the Chairman, H.S.1. who wanted to be straight-
forward and firm. Such an attitude of the then Secretary of the
Ministry could not be free from public criticism. The Sub-Com-
mittee feel that there was a positive failure on the part of the
Department of Iron and Steel to enquire into this lapse.

4.52. The net result of this costly mistake has been that the party,
even though it catered into an agreement with H.S.L., in January,
1961, failed to cxport any quantity of steel and the country suffered
a loss of foreign exchange earnings of about Rs. 1 crore in this case.
The Sub-Committee feel that this is a serious lapse which neced
enquiring into for fixing responsibility. '

ANNEXURE I
D.O. No. C/RKKK(32)/60. Confidential

© Nouember 14, 1960.
Dear Shri Srinagesh,

This has reference to the discussions we had at the DUM DUM
AIR PORT yesterday about sale of slabs and ingots by Hindustan
Stee! against Barter deals. The particular case about which some
difficulty has arisen relates to a barter deal sanctioned by wus in
favour of M/s. Ram Krishan Kulwant Rai, one of our established
"x;rhportem and exporters of stecl, Briefly the facts of the case are as
OLIOWS (=

M/s. Ram Krishan Kulwant Rai submitted on 28th March, 1960
a barter proposal for export of 25,000 tons of slabs, ingots and blooms.
We examined this proposal and in May, 1960, we communicated to
them the terms and conditions under which their barter deal could
be approved. 1 enclose a copy of this letter for your ready reference.
You will see that one of the conditions laid down by us in this letter
'is that the delivery, specification and price of the slabs, ingots and
bloomns to be exported will have to be actually upon by the
firm with Hindustan Steel Lid. On the 6th of May, 1960 the firm
accepted the terms and conditions laid down by us.
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On 1st June the firm applied for an import licence for the mate-
rials to be imported under this barter deal and also furnished a Bank
Guarantee for 15 per cent of the value of stores to be imported be-
cause they wanted to import steel before export. According to  the
instryctions of the Ministry; we are authorised to allow import  be-
fore export against 15 per cent Bank Guarantee,  provided we  are
satisfied that the firm have made suitable arrangements  for export.
Normelly, therefore. hetore issue of an import licence we  should
have got it confirmed by Hindustan Steel  Lid. that they have no
difficulty in supplving the slabs, ingots und blooms which the firm
wants to export.  Untortunately  in this particular case this was  not
done and an import licence was issued to the firm. The tirm  has
also alrcady  imporied substantial  quantities  of  steel against the im-
port licence granted them. The question of allowing exports against
this barter deal hus therefore assumed some importance. We have
now been informed by Hindustan Steel thuat they have not agreed
to supply any slabs ingots or blooms to this party against this  parti-
cular deal. We are nor aware of the rcasons for the inability of
Hindustan Steel to supply  the requisite  quantities of slubs, ingots
or blooms to this party.  In fact we have been repeatedly told that
the Rourkela Plant  has  accumulated  large quantities of  slabs  and
ingots which they uare unable to dispose of as these slabs & ingots do
not conform to any standard specification und have to be sold as
untested. I understund there is a proposal o roll these ingots and
slabs  into untested plates of heavier sizes. 'T'his  proposal is not
a sound one as there is very little demand for heavy untested plates
in the country. | strongly feel, therefore, that Hindustan  Steel
should rather welcome proposals  for export of slubs  and ingots lying
in their stocks. We had actually contacted M/js. Ram Krishan Kul-
want Rai to find out whether they would be  prepared  to  accept
slabs & ingots which are lying in stock at Rourkela irrespective of
the quality & Analysis ot this materials from stock. 1  enclose a copy
of letter which has been sent by the firms to us  confirming that  they
would be willing to uccept these materials from stock, In view of
this categorical acceptance by the firm, 1 am sure you will readily
agree to make available 25,000 tons of slabs und/or ingots as may be
found convenient by Rourkela for export by the firm against this
particular barter deal. 1 shall be grateful if you will kindly issue
suitable instructions immediately to Bery of your Calcutta Office to
review the matter and to offer 25,000 tons of slabs and ingots from
stock to this party and to sign the contract as early as possible.

On the general question of disposal of slabs and ingots lying in
stock at Rourkelz also, I feel that a similar approach should be
made i.e., if Hindustun Steel is not in a position to scll them for
export on cash basis, they might offer these materials to  us for sale
on barter basis. This would no doubt give us valuable {oreign ex-
change for import of steel but also enable the Rourkela Steel Plant
toget rid of the large accumulation of slabs and ingots which they

would not be able to dispose of otherwise by rolling them down
to unpopular sections.

. I shall be grateful if you will kindly issue immediate instructions
in the matter to all concerned. Iam sending a copy of this letter
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‘to0 Shri Bhoothalingam whom I have already apprised of the position and
‘who also spoke to you about it yesterday.
Yours sincerely,

Encl:— Sd/- A. S, BAM;
Shﬁ.J . M.’ Shrinagesh,
Hindustan Steel Ltd., Ranchi.

Copy to:=—(1} Shri 8. Bhoothalingsm,
Secretary to the Govt. of India,
Deptt. of Iron and Steel,

New Delhi.
ANNEXURE N
(Copy
From
J. M. Shrinagesh,
Chairman,

Hindustan Steel Lad.,
P.O. Hinouw ion hil
Notember 26, 1060,

My dear Bum,

Please refer to your letter No. C RKR‘32(60) duted November 14,
regarding the sule of slabs and ingots by HSL against burter deals. which
we have now re-examined

We have noted that M's. Ram Krishan Kuiwant Rat have already been
allowed to import finished products through oversight. As a commitment
has been made by vour oftice, which you have to keep, we are prepared
10 offer whatever ingots’'siabs we have in stock at Rourkela of different
grudes, analysis and dimensions, on the clear understanding that the materiale
will have to be accepted as they are, without further reiection of the quantity

offered.

The price tor these ingots und slabs would be the sume as offered to
M's, Ram Krishan Kulwant Rai, against their existing barter deal for 5,000
tons, namely 84 Dollars nett.  FOB per metric tonne for slabs and 72 Dollars
nett per metric tonne FOB for ingots. I would, however, point out that,
offering material for export to this party at this stage, could result in consider-

able criticism.

Marerials lying in stock at our plants, including Rourkela, can now be
sold by us on a cash bacis. In fact, deals have already been concluded for
export on cash sale busis, for all the maierials that our plants have been
able to ofer.  Of course, you will appreciate that whatever is shown as
stock figures in the plants is not all for sule, as the plants themselves would
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like to keep substantial quantities as reserve during any possible emergency.
Some stocks have also not been otfered for sale either because the plants
would require more time for classifving them according to grades analysis
etc. or they feel theyv could roll them into untested materials in the due course
which would give us a better return.

I find we had previously written to you, suggesting that our surplus ingots
slabs be rolled into untested plates. Subsequent discussion between your
office and Rourkela would indicate that there is hardly any demand in India
for untested plates in the heavier thickness over 12 mm. In the circums-
tances, instead of sclling the ingots and slabs as such, it would be preferable
to roll them into untested plates, against export orders which we
might be able to procure on a cash basis. This would also keep our Plant
Mill fed with minimum quantum of orders, to keep it running at an econo~
mical rate. The export of finished products like plates would certainly
give us a better return, as compared to the export of our steel in the shape of
igots and slabs.

I am, theretore. advising my Export Sules Office to contact you for
increasing the quantity allotted for export from the present figure of about
5,000 tons of untested plates to about 30,000 tons or more as may be found
necessary for our Rourkela Works.

Sh. A. S. Bam, Yours sincerely,
Iron & Stee! Contralier, Sd- 1ML SHRINAGESH.
33. Netail Subhhas R, Calcutta,

ANNEXURE 1]

From D. O No. CP/RKK (32)/60
AL S, Bam, dt. 13-1-1961
Iron and Stec! Controller,

My dear Shri Shrinagesh,

Many thanks tor your d.o. No. 173-CH/60 dated 26th  November,
1962 about the sale of slubs and ingots by HSL against barter deals.
purposcly delayed u reply to your letter as T was awaiting further communica-
tions from your Lxport Sales Office at Calcutta regarding the particular
deal which has to be finalised in favour of Ram Krishan Kulwant Rai. I
am sorry to report that we have not received any further communication
from them as to whether this particular deal has since been finalised or not.
Meanwhile, we have received copies of some of the letters written by the
firm to your Calcutta Office. But your Calcutta Office do not seem to have
taken any action in the matter so far.

1 am a little puzzled at vour statement to the effect that offering materials
for export to Ram Krishan Kulwant Rai ‘could result in considerable criticism’.
I wish you had madz it a little more clear as to how your proposal to offer
stabs for osisart to this firm aeainst the deal which was sanctioned by the
Iron ard Sweel Controller as for back as Morch, 1960, and duly communicated
to vour sdtice could be cririciced by snyvbady  particularly when Rourkela
Steel Plant iv havirg very lurge stocks ~f Shabs and ingots. These 1 saw



at the time of my visit to Rourkels for Bcafe session. This accumu-
I believe cannot uﬂbedmfumhnng?ﬂqmw
for which there is little demand in the country, and for w export
demands are also doubtful. I would also like 1o point out that the rate
offered by you 1o the firm is very attractive and you cannot possibly get a
better offer cither against a barter deal or cash export.  In fact, I find from
the statement of export deals aiready finalised by your Calcutta Office that
HSL. bas already agreed to sell on cash basis 9,000 tons of slabs and 8,550
tons of bloams to Mjs. United Metal & Ore Corporation, Calcuttaat $ 62
f.o.b. Calcutta 'Vizag and §,226 tons of ingots to Surrendra Overseas on
barter basis at 8 s3 fo.h. The price offered to Ram Krishan Kul-
wamt Rai 172, § B4 f.o.b. per metric ton, which I understand the firm is
prepared 1o accept its, therefore, certainly very much attractive to cause any
criticism 10 HSL..

i

In any case, | would request you to finalise this particular barter deal as
carly as pussiblc as the prices of stecl in the World Market have been show-

inﬁ @ considerable downwurd trend in recent months and further delay may
only complicate matters,

Y our sincerely,
Sdi- A. S, BAM.
Sh. J. M. Shrinagesh,

Chairman, HSL,
P. O. Hinoo. Ranchi.

Copy forwarded to Shri 8. Bhoothalingam, Secretary to the Govern-
ment of India, Ministry of Steel, Mines & Fuel, Department of Iron and
Steel, New Delhi.

Sd;- A. §. BAM,

lron and Steel Controller.



. APPENDIX I

Relevant porvions of the replies from the Ministry of Iron & Steel relating t0
parvas 4?;9 10 4.52 of the soth Report of the P.A.C. (Third Lok Sabha).

] * ] » L

32. (i) The Sub-Committee has examined, in paragraph 4°34 of its Re-
port, whether the instructions to the Iron & Steel Con on the working
of the preimports scheme were clear and unambiguous and has indicated
that the instructions of the Department of Economic Affairs were apparently
not translated in clear and unambiguous terms. It has also held thatas a
result of this the Iron & Steel Controller understood “firm export con-
tract” to mean a mere sales contract with Hindustan Steel Limited rather
than a firm contract with a foreign buyer.

The intention of the Finance Ministry in this case while implicit was,
however, not explicitly stated in the noting at the relevant time, in that the
Finance Ministry’s note dated January 27, 1960 (page 246 of the Report)
used only the expression “there would always be a firm contract for export
which would be.. . ....... . ‘The phrase “firm contract for export' has
been reproduced in exactly the same language in the last sentence of the
Ministry of Iron & Steel instructions to the fron & Steel Controller (pages
232 and 234 of the Re;mrt). It cannot be said, therefore, that there wus
any “watering down” of the instructions. It has been found on further
examination of the relevant documents that even the ambiguity that may
still remain in the use of such a phrase was specifically cleared up within a
period of about six weeks. On March 10, 1960, the Iron & Steel Controller
wrote to the Ministry of Iron & Steel enquiring what exactly was the mean-
ing of the expression “where firm contract for export exists’’ and enquired in
particular whether this meant a firm contract with the supplier of export-
able material or whether a firm contract for export with a foreign buyer
was intended with only a letter of credit lacking. A reply was sent to
this letter from the Ministry of Iron & Steel on 17th March 1060, as follows:

“Please refer to your letter No. C/3/59 dated the 1oth March, 1960.
I have consulted the Economic Affairs Department. Government's
intention is that at the time you allow import on a bank guarantee
you should have satisf: evidence that the exporter in India
has a definite commitment from a foreign party to purchase the
tonnage proposed to be exported. We would leave the form of
evidence to you.

[Ministry of Irrm & Steel revised File No. SC(B)-23(s)/60
(Original File No. SC(C)-5(s)/60)].

It is clear, therefore, that whatever ambiguity there might have been in
the original instructions was cleared up specifically by the Ministry of Iron
& Sterelfgln this reference.

9



Ministry of Iron & Steel, the then Secretary “simply acquiesced in it and
had not a single word to say about it.”

As a preliminary point, Government would like to draw attention to the
fact that the need to balance imports to the maximum extent pomble with
exports under this pre-import scheme was not overlooked by the then
Secretary. Well before the transactions that are referred to in this particular
aspect of the Sub-Committee’s Report, he drew the attention of the Iron &
Steel Controller to the need for a realistic working of the scheme in his letter
of February 24, 1960, which is reproduced at pages 238 and 239 of the
Report. ‘This particular firm, Messrs Rum Krishan Kulwant Rai, is one o
those particularly referred to in that letter.

The import licence in this case  was issued on sth May, 1960 and the
mistake came to light in November 1960.  In Paragraph 4. 50 the Sub-Com-
mirtee has noted that information regarding this lapse was brought to notice
in a round ubout manner and has referred to the informal discussion at
Dum Dum airport on 13th November. In paragraph 4. 5t the Sub-Commi-
ttee has also adverted on the fact that the then Secretwary did not even
keep u record of the discussions he had with the Officers at Dum Dum air-
pot. While it is undoubtedly true that the then Secretary (who was passing
through the airport after inspecting a stecl plant) did not himself record the
discussions, Government would like to bring to the notice of the Public
Acvounts Committee that the Iron & Steel Controlier communicated, in
writing, the gist of the discussions the very next day to the Chairman, Hindus-
tan Steel, with a copy to the Secretary, Ministry of Iron & Steel.  Thus,
within a matter of 2 or 3 days, the substance of the discussions at the airport
did in fact come on record both in the Ministry of Iron & Steel and with
Hindustan Steel. It is not necessary when such discussion take place that
the senior-most Officer present, should himself record the discussions, pro-
vided that at any other level a suitable record was brought on file without
any delay and there was no failure of the official machinery as a result of the
then Secretary himself not recording the discussions.

When the mistake came to light, the then Secretary tried his best to
rectify the mistuke by corrective action. In the ultimate analysis the mis-
take was in not ensuring exports commensurate with the a ithorised imports.
It was for this reason that the Secretary considered, and in the opinion
of the Government rightly, that the larger interests of the country demanded
that first priority should be ‘g::m to try and fulfil the export commitment
made against this deal, so that the necessary foreign exchange is earned.
Such action at that stage could only be by calling upon the firm to discharge
its export obligation and by providing it to the best extent possible the neces-
sary quantum of steel for this purpose from Hindustan Steel Ltd. It was
such action that the then Secretary directed should be taken as shown in
paras (iii) and (iv) below.

As far as disciplinary action is concerned against persons ible
for the mistake in the Iron & Steel Controller’s Omx, Government feel that,
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in the absence of any specific question or consultation thereon by the Iron &
Steel Controller, the then Secretary would have had no reason not to believe
or expect that the matter would be pursued in the normal manner by the
Officers concerned.

(iii) In paragraph 4.5t the Sub-Committee has remarked that the then
could not “restrain himself from commenting against an obser-
vation of the Chairman. Hindustan Steel Ltd., who wanted to be straight-
forward and firm.” The comment that “it is the rejection of this proposal
by H.S.L. which will invite criticism” was made by the then Secretary not
in the course of any letter to Hindustan Steel or to the Iron & Steel Con trol-
ler, but on a copy of the Chairman, Hindustan Steel’s letter received by the
then Secretary from the Iron & Steel Controller; this copy with this remark
was then apparently filed in the Ministry’s file. This comment has to be
really interpreted in the light of what has been said above, namely the
corrective action to be taken to see that exports da take place against the
import that had been permitted. In other words, this comment was to the
effect—now that the import licence had been issued (by mistake) to the firm
of M/s. Ram Krishan Kulwunt Rai, every effort should be made to see that
exportable steel is supplied to this firm, so that the firm should have no ex-
cuse for not fulfilling its export obligation and earn the necessary foreign
exchange for the country.

(iv) Paragraph 4.51 of the Sub-Committee's Report also unplies
that the Secretary was wrong in diftering from the Chuirman,
Hindustan Steel Ltd.. “who wanted to be straightforward and
firm”. A reading of the letter of Chairman, Hindustan Steel
Ltd., dated 26th November, 1960 (page 249 of the Report) when
taken in its proper context, shows that the point at issue wus
different. In this letter. the Chairman points out that offering material for
export to this party, M s. Ram Krishan Kulwant Rai, at this stage could
result in considerable criticism. But it is obvious that this remark was made
not with reference to the conduct or past untecedents of this particular
party, but on account of the fact that the Chairman envisaged at that time that
Hindustan Steel would be able to sell on a cash basis some of these steel
products, and it was from the point of view of this commercial possibility
that the Chairman felt there would be criticism if it was offered now to this
particular party as part of a barter deal. In fact, the Chairman himself prior
to writing this letter had made a note in his Office file and referred the ques-
tion to his staff as follows:—

“D.0. No. C/RKR (32)'60 dated 14th November, 1960 from Iron & Steel
Controller.

Sub: Sale of Slabs and Ingots by Hindustan Steel against barter deals

Secretary Mr. Bhoothalingam mentioned this case specifically to me and
I have discussed it with him and the Iron & Steel Controller—Mr. Bam—
at Calcutta day before yesterday. This is one way of reducing the quanti-
tes of slabs and ingots which are cluttering up the Plant at Rourkela and I
feel that unless we have something specific against the proposal we may
accept s suggestion and agree to the sale of slabs and ingots to
Messrs. Ram Krishan Kulwant Rai.



Sd/- J. M. SHRINAGESH,
15-11-60
Mr. Deb

{File No. S-3(1)/60-Vol. VII—Steel Export (General) of Hindustan
Steel Limited.]”

It was evidently following this consultation with his staff that the Chair-
man had mentioned in his letter that materials lying in stock at the Plant may
be sold by them on a cash basis. This point was sepcially controverted
by the Iron & Steel Controlier in his reply dated January 13, 1961 (pages 250
and 251 of the Report). In that letter the Controller had pointed out: —

(a) the sales on cash and barter basis realised by HSL were only $62

and 853 f.0.b. per ton as against a price of $84 f.0.b. per ton which
this particular firm was prepared to accept ;

{h) there was little demand in the country, and doubtful export de-
n‘\!and, 2’ or untested plateﬁ which the Chairman HSL had mention-
ed; an

(¢) hence, taking particular note of the fact that steel prices world-
over were on @ downward trend, the alloument of steel to this
firm was justifiable.

The Chairman, Hindustan Steel Ltd., apparently agreed with this
argument advanced by the Iron & Steel Controller, since there is no evidence
that he wrote back to the Iron & Steel Controller or the Government ques-
tioning their validity. On the other hand it appears from HSL’s letter No.
SE/1110, dated 16th January, 1961 (referred to at page 286 of the Commit-
tee’s Report) that within a couple of days or so after the receipt of the Iron &
Steel Controller’s letter, HSL did in fact agree to meke supplies available
to the party for export.

The Government are satisfied in the circumstances that the then
Secretary, in making such efforts as he did to promote the possibility of ex-
ports in this case, was acting only on a justifiable desire to avoid loss of
foreign exchange and the fact that he did not feel called upon to give any
directions as to any disciplinary action may not correctly be construed as
a(oéquimnce in the mistake committed in the office of the lron & Steel

ontroller.

[ ] [ - ‘ ®
Sd,-
(N. P. MATHUR)
Joint Secretary to the Govermment o
India.



APPENDIX Im

‘Statemens made b the Chairman, Public  Accounts  Commuteee, in the
* Lok Sabha on the 28th Fulv, 1966.

The factual position about the matter is that the  soth Report of the
Public Accounts Commirtee (Third Lok Sabha) regarding Bxport Pro-
motion Schemes and the allied marters with reference to para 88 of the Audit
Report  (Civil} on Revenue  Receipts, 1965, was presented by me to the
Lok Sabha on 26th April. 1966

Chapter TV ot this Report pertains to the Barter Deals dealt with by the
Iron and Steel Conrroller,

The Comments of the Ministry of Iron & Steel on the recommenda-
tions made in Chapter IV of this Report were received by this Committee
on 19th Julv, 1966

Op 218t July, 1966 4.¢., two days later) the Ministey of [ron &  Steel
torwarded to our Committee a copy ot the comments of the Comptroller
and Auditor  General of India, in which the C, & A. (3. stated uas follows 1e=

* 1 view. . of the fact that Committee of Enquiry is proposed
to be appointed by Government vide para 31 of the Msmo-
randum, 1t is not considered necessary to examine at this stage,
various points taken in these 31 paragraphs, Paragraph 32
deuls with the recommendations of P.A.C. contained in
paragraphs 4.34, 4- 51 and 4. §2 of their soth  Report und the
final conclusion reached by Government in the last sub-pary-
graph of this paragraph is in the nature of administrative jud-
gement.  C. & A.G. has no comments to offer on this ™

On 26th July. 1956, the Ministry of [ron & Steel requested as follows ;—

“ 1 am directed to request that the P.A.C. may kindly convene
an carly meeting for consideration of the comments forwarded
to vou by Government.”

As will be scen from above, the letter of the Ministry requesting an
«early consideration of the comments of the Government, has been received
-only on the evening of 26th July. This letter will be considered by the
‘Committee in the normal course.

I may add here that so far as our Committee is concerned we have not
received any request or any representation from any source whatsoever
for examining any particular matter or to give our report. What we have
received is in the normal course action taken report from the Ministiv.
‘That is how we have treated it and our Committee would examine it in the
«normal course and submit its report to the House in the normal course.

I3
1485 (aiiy LS—2



APPENDIX IV

Note furnished by the Ministry of Iron and Steel on the case referred 1o
in paras 4°39 1o 4'52 of the soth Report of the P.A.C. (Thrd Lok
Sabha).

The Public Accounts Committee in their soth Report (Paras 4:39 to
4-52) have commented on a case where pre-import  was allowed without
ensuring a contract with ‘Hindustan Steel Ltd.  As indicated in letter
No. 2/1/3/66'PAC dt. 6-8-66 from the Lok Sabha Sectt., the Lok Sabha
adopted the following motion on the 2nd August, 1966 ‘=

*“T'hat this House, in the light of the statement made by the Chairman
of Public Accounts Committee on 28th  July, 1966, in Lok
Sabha, directs the Public Accounts Committee to consider Gov-
ernment's  reply to  paragraphs 4.39 to 4.52 of their soth
Report {Third Lok Sabha) in so fur as thev refer to the then
Secretary of the Depariment of Iron and  Steel and submit  its
report to Lok Sabha within 21 days ™

2. ‘The circumstances in which theimport  licence was  issued in
favour of M{s. Ram Krishan Kulwant Rai without verifving whether a
contract with H.S.L. existed, are as follows .—

{a) On 1oth March, 1960, M/s. Ram Krishan Kulwan! Rai sub-
mitted a proposal for export of ingots and slabs to be negotiated
and settied by them with Hindustan Steel Ltd,, and for import
in exchange of 1,000 tonnes of stainless steel sheets (copy of
firm’s letter No. BART /25, dt. 10-3-60 is at Annexure [). In
reply to this letter, the firm was informed on 6-4-60 that import
of stainless steel sheets to the extent .of full value of export
earning cannot be accepted. Import of one tonne of stainless
steel sheets against export of 100 tonnes of ingots slabs may be
allowed and for the balance they have to import other categories
to be specified by Iron and Steel Controller {[Copy of Iron and
Steel Controller’s letter No. C/RK/(32)/60, dt. 6-4-60 is at
Annexure 2}

() On 8th April, 1960 the firm agreed to this condition and
requested that they may be allowed to export 25,000 tonnes of
ingots and ‘slabs. They also requested in this letter to favour
them with necessary orders to enable them to negotiate this
matter further with Hindustan Steel Ltd., [Copy of firm’s
letter No BT 25, dt. 8-4~601s at Annexure 3],

(¢) On sth May, 1960, the proposal of the firm to export 25,000
tonnes of slabs, ingots and blooms, price, delivery and spe-
cification of which is to be mutually agreed upon by the firm.
with Hindustan Steel Ltid., was approved and the price and
specification of the materials to be imported in exchange were

14;
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also laid down. ‘This barter sanction also included the usual
clause that proposals for pre-import of steel may also be con-
sidered, if satisfactory irrevocable Letters of Credit for exports
are produced and suitable Bank Guarantees are ﬁ.\rrpshcd.

* (Copy of lron and Steel Controller’s letter No. C/RKK}(32)]
60, dt. §-5-60, is at Annexure 4).

(d) On May 6, 1960, the firm confirmed acceptance of the terms
and conditions of the barter sanction dgted 5-5;60 and they
also requested that they may be permitted to import steel
before  export for which they would be prepared to fumish
15 per cent Bank Guarantee. A copy of this letter dated 6th
May, 1960 was forwarded to Hindustan Stecl Lid., on 23rd
May, 1960 asking them whether an import licence may be
issued to the firm prior to export of the Materials. (quxes
of firms’ letter No. P'IV2¢, dt.  6-s-60 and Iron and Steel
Contruller's letter No. C/RKKJ(32)/60, dt. 23-5-60 are at An-
nexures s and 6.)

(¢) On 11 June, 1960, the firm submitted a Performance Bond for
Rs. 15,15.000 vide their letter No. BT/25, dr. 1-6-60 (Copy
at Anncxure 7). They also submitted 5 Import Licence
applications, with another letter of the same date (Copy at
annexure  8), The Officer concerned ordered on
the applications for Import) Licence “ Please Check ™
and also '* sizes to be indicated ' against ** drum sheets.”
The office put up a draft letter, amending the O. M. dv. §-5-60
as advised by the officer, addressed to the firm and copy
ineer alta to the Steel Import  Section indicating the detailed
specification and price of the material to be imported and also
advisinyg the Steel Import Section 1o issue Import Licences.
{(Copy of I & SC’s letter dated 6-6-60 is ut Annexure ¢). T'he
cndm-scmsnt to the SIC  Section :vus as follows e .

- L »

*(3) S1C Section, Iron and Steel Control, Calcutra, along with §
applications for issue of Import Licence and § Treasury
Challans  with the request to issue Import Licence accor-
dingly, validity period of the Import Licence will be in-
dicated as 31-12-60. Bank Guarantee for 1§ per cent of the
FOR value has since been received from the g:m -

A copy of this letter was also sent to Hindustan Steel Ltd.

3. Before issuing this letter of 6th June, 1960, with the advice to the
Steel Import Section to issue Import Licence it was necessary to verify
that the firm had actually concluded a contract with Hindustan Steel Ltd.,
for the export of the steel materials 1o be exported against this deal, 'This
was not done. The mistake was pointed out to Iron and Steel Controller
by Hindustan Steel Ltd., on 26-10-60. (Copy of letter No. SE[16-14)
24313, dr. 2s5-10-60 from Hindustan Steel Lid., is at Annexure
10). A copy of a note recorded on the file on 26th October, 1960is enclos-
ed. (Copy of note dated 26-10-60 of the Dy. Iron and Steel Controller and
Note dated 26-10-60 of the I&SC are at Annexure 11).

4. There is another note recorded in the Dy. Iron and Steel Controller’s
Office, a copy of which is placed at Annexure 12. It purports to be a
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record of two discussions in which the then Secretary /[ron and Steel)
participated, vis.,

{a) on 2-11-60 at New Dethi, and
(d) on 13-11-60 (Apparently at Dum Dum).

Howeves, there is some difficulty in cvalusting the import of this note;
the date of signature uppears to have heen a'tered and the sheet in the file
sppears 10 be not quite in sCqueL.

The discussion on 13.11.60 which has been referred to in the Pablic
Accounts Committee’s report {the discussion at Dum Dum airport) was
followed by the d o. letter No. C RKK32 62 of 14.11.6> from the then
Iron and steel Controller to Chairman, Hindustan Steel Ltd.. with copy to
the then Secretary (Iron and Steel) with another copy to Shri B.N. Bery of
HSL ar Calcutta.  From the records available, it is not clear in whait terms
the commission on the part of officers of Iron and Steel Controller’s Ofice
was hrought to the notice of the then Secretary. It would appear from the
note dt. 6.10.60 (Annexurce 11) recorded by the then Iron and Steel Control-
ler that it was his plan to submit a detailed report to the Ministry.  Apart
from the letter from the then Iron and Steel Controller to the Chairman.
Hindustan Steel Ltd,, of 14.11.60, of which a copy was endorsed to Secretary
(d‘mn and Steel), no detailed report appears 1o have been made to the
Ministry. It is against this background that 1n para 32 (i} at page 39 of this
Ministry's Memorandum of 19th July, 1956, it was said,

“As far as disciplinary action is coacernzd against persoas responsible
for the mistake in the Iron and Steel  Controller’s office. Govera-
ment feel that, in the abseace of anv spacific qusstion or consul-
tition thereoa bv the Iron and Stest Controlier, the thea Seeretary
would have had no reason not to bzlisve or expect that the matter
would be pursued in the normal manner by the officers concerned.™

s. A copy of note dated 15.11.60 recorded by Chairman Hindus!n
Steel Lad., is already reproduced in Government's earlier note to the Public
Accounts Committee [para 32 (iv)].  Subsequently ad.o. letter No. 173CH
60, dated 26.11.60 was written by Chairman. Hindustan Steel Ltd, to 1ae
Iron and Steel Controller. This letter has been reproduced at page 249-250
of the soth Report of P.A.C. The then Controller replied to this letter
vide d.o. letter No. CP RKK (32)/69, dt. 13.1.61 and which has been
reproduced at pages 250-251 of the soth Report of the Pablic Accounts
Committee.

6. Regurding the remarks contained in th: P.AC's soth Report,
concerning this case in so far as these relate to the then Secretary (Iron and
Steel), Government have already given their views in para 32(ii) to para
33(iv), Government do not wish to add to these comments. Thev adhere to
the views already expressed by them.

{T. SWAMINATHAN),
Secrergry.



ANNEXURE 1
. RAM KRISHAN KULWANT RAIL CALCUTTA
Ref. BART 25 March jo, rose
The Iron and Steel Controller,

33, Netaji Subhas Road,
Calcutta.

Dear Str,

Re : Barter Proposal for export of Ingots and Slabs against import
af Stamnlyss Steel Sheets.

We are pleased to inform you that we have received a very attractive
offer from our foreign buyers for export of Ingots and Slabs against import
of Stainless Steel Sheets. We would accordingly request you to be good
enough to let us have vour approval for a Barter transaction as under :

1. FOR EXPORT

MATERIAL CINGOTS & SLABS
SPECIFICATION,QUAN-: To be negotiated and settled with the
TITY AND PRICE Hindustan Steel Ltd., 2, Fairlie Place,

Calcutta or with you.
2. FOR IMPORT

MATERIAL . STAINLESS STEEL SHEETS
SIZE & SPECIFICATION : As per your requirements.
QUANTITY T LO00 tons

PRICE : As would be fixed by you.

We would in the circumstances request you to be good enough to let
us have your approval promptly to enable us to finalise this contract with
our foreign correspondents.

Thanking you,
Yours faithfully,

RAM KRISHAN KULWANT RAL
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ANNEXURE 2
IRON AND STEEL CONTROL. CALCUTTA

No. C/RK/(32)/60 Dated the 6th April, 1960
Chaitrs 1882 (Saka)

To
M/s. Ram Krishan Kulwant Rai,
33, Netaji Subhas Road,
Calcutta,

Dear Sirs,

Sup :-—Import of stasniess steel sheets against barter deals.

I am directed to refer to your letter No. BART /2 dated 10.3.60 on
the above subject and to say that it has been dscided to permit import of
stainless steel sheets only against export of ingots and slabs to the extent
of 1 ton of stainless steel sheets against export of 100 tons of ingots{slabs.
For the balance of foreign exchange which will be earned by export of a
ingots/stabs, you have to import other categories of steel 1o be specified by
this office.  In case you are prepared to import stainless stez! sheets on the
busis indicated above, you may kindly submit your dstailed proposals to
this office at an carly date.

Yours faithfulls,
S.C. MUKHERJEE,
Dy. Iron & Steel Controller.

18



ANNEXURE 3 '
"RAM KRISHAN KULWANT RAI CULCUTTA
Ret : 'BTjzs April 8, 1960

“The Iron and Steel Controlier,
33,Netaji Subhas Road.
Calcurtta,
Dear Sir,
Re : Barter Proposal Jor export of Ingots and Slabs against impore of
Stainless Steel.
We beg to acknowledge with thanks receipt of your letter No. C/RK/
{32)/60 dated 6th April, 1960 in respect of the ahove,

In this connection we would request you to be good enough to
refer to our letter No BART /25 dated 10.3.1960 submitting you our detuiled
proposal in this respect. However, if Blooms are not permitted in this
proposal, we request, we may please be granted 25000 tons of Ingots and
Slabs.

We also confirm our acceptance of the proportion of the Stainless
Steel as is fixed by you.

We would now request you to be good enough to favour us with the
essary orders to enable us to negotiute this matter further with the
dustan Stec! Ltd

‘Thanking vou,

Yours faithfully,
Sd.j-
‘RAM KRISHAN KULWANT RAI,

19



ANNEXURE 4
MINISTRY OF STEEL, MINES AND FUEL
(DepTT. OF STERL}
Iron and Steel Control’
33. Netaii Subhas Read, Calcutta-r
No. C/RKK(32}:60 Dated the sth May, 1960
M/s Ram Krishan Kulwant Rai.
33, Netaji Subhas Road. Calcurta
Dear Sirs,

SCB ——Export of siabs, Ingots & Blooms i exchange of vaport of Steel

materials.

Please refer to the correspondence ending with letter No. B 23
dated 8.4.60.

Your proposal tor export of Slabs, Ingots & Blooms und impott of
Steel in exchange thereof is approved by this office subject to the following
terms and conditions . —

(@) You will be permitted to export 26,000 tons of Slabs. Ingots and
Blooms price, delivery and specifications of which is to be mutually agreed

upon by you with Hindustun Steel Ltd. at the time of conclusion of the
contract with them.

(b) Against the F.O.B. value of Slabs, Ingots and Blooms you will
huve to import steel of the following categories and sizes ot C. & F. Indion
Port price per ton as indicated below

Category Size & Specification Quantity C. & F. price
n tons, {effective)

1. Stainless Steel Sheets AISI3cg42Bor 250 2¢G £437.50 Inclusive of

2D Finish per /T Packing
200G & 22G 22G 46550 charges
1 M& a2 M Per I/T
2. Drum Sheets. =1.3/8°x 36.5/8" $176.20 perM /T
{Hot Rolled) 18G
7. 8/167 X 25.5,16"
18G
3. B.P. Sheets. 18G $168.20 .
(Hot Rolled) 200G $168.20
24G $175.10
4. B.P. Sheets 28G $207.95 .
{Cold Rolled)
5. G.P. Sheets. 24G §208.50 ,,
26G $216.10
28G $219.50

The above prices are applicable for materials shipped during June-Aug.,.
1960. For shipments made during the period Sept-Novi, 1960 reduction

! 20
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in price on the basis of pricc  quoted in Metal Bulletin published in the st
week of July, 1960 will be applicable. C and F price of metrials against item
Nos. 2 & 3 may be raised by § 5. 30 per M[T it shipment is made by  31.5.60.

() Export of Slabs, Ingots und Blooms will normally have to precede
import of steel in exchange.  Proposals for pre-import of steel muy also
be considered it satistactory irrevocable letiers of Credit for exports are pro-
duced and suiiable Bank Guuarantees arc turnished.

S4) Manutacturing Mill Certificate in proot of specification of imported
steel, where applicabic must be turnished along with the consignment of
imported steel

7e3 I the statutory controlled  price of steel to be imported 1s in excess
ol the landed cost of the same at the Indian Port plus your remuneration as
fixed by the Iron & Steel Controller in terms of Public Notice No. SC (B)-
19(9) 's2 dated 22 4 <2 ax amended, the ditference between statutoy controlled
price and landed vost plus remuneration in respect of’ such steel will have
1o be paid by you to the Iron & Steel Equalisation}l Fund.,  You may either
pay such amount in cash or furnish a Bank Guarantee in the required pro-
forma tor the amount betore Custom Clearunce Permit is allowed to be issued
for the steel imported by you,

(1) The steel to be imported in exchange must be subject to Jdistribution
control of the Iron & Steel Controller,

(&) ‘T'he export of Slabs, Ingots and Blooms and import of steel in
exchange as mentioned above will have to be completed within 31.12.60.

Your acceptance of the above terms and conditions should be communi-
cated to this office within 7 days trom the date of issue of this letier, failing
which this acceptunce  letter  will be treated as  cancelled  without
any further reference to vou.

Yours faithfully,
Sd. j-
S. . MUKHER] EE,
Dy. Iron and Steel Controller.

Copy to :—

-y

. Shri B.N. Bery, Hindustan Steel Ltd., 2, Fuairlic Place, Calcutta.

2. Ministry of Steel, Mines & Fuel (Deptt. of Iron & Steel) New
Delhi.

. $.1.C. Section for issue of Import Licence on application.

. Industries ‘B’ Section for issue of of Export Lince on application

. P.&A.O.

Stainless Steel File No. C/66/60. .

R bW

Sd. /-
S. C. MUKHER]JEE,
Dy. Iron and Steel Controller.



ANNEXURE ¢

Ram Krishan Kulwant Rai -
33, Netaji Subhas Roed, Caicutta.

Dated, May 6, 1960,
‘Ref. BT/as

The Iron and Steel Controller,
33, Netaji Subhas Road,
Calcutta.

Dear Sih
Re: Export of Slabs, Ingots and Blooms n exchange of
mpor: of steel materials.

———————

We beg to refer to your letter No. C/RKK/(32)/60 dt. 5.5.60 and are
pleased to confirm ucceptance of the terms and conditions mentioned

therein by you.
In this connection, we may further submit as under :
1. Kindly note that the approximate price of the exportable items
comes as under .
(a) Slabs : 20.000 tons @ § 84-Fer MT
. 0. B. - $16,80.000

Blooms : 4,000 tons « § 84-per M'T
F. 0. B.-§ 420000

$21.00,000

2. We shull be much obliged if you would kindly permit us to import steel
materials immediately before export and we hereby undertake to furnish
vou 1$%, guarantee of the total value of 821,00,000/- We would request
vou to be good enough to let us have the necessary permission for import
of steel materials as ubove. In case due to any variation in the total price
payable by us to the Hindustan Steel Ltd., the guarantee furnished by us
{alls short, we hercby undertake to give you the necessary additional guar-
antee to cover the difference.

3. In exchange, we would request you to kindly permit us to import the
materials as specified in the enclosed statement.

Thanking vou.
Yours faithfully,

RAM KRISHAN KULWANT RAI

Sd:—Kulwant Rai
Parimer.



Details of 1he Materials to be Imported against your Barter Letrer Order No. ¢ |RKKi(32)60 Dated sth Mgy, 1960,

\:l Category Size and Specification Gauge Q\:i‘n::)‘ l;:}cr p&F Totnlwvahu
1. Stainless Steel Sheets As required bv vou 20 G 100 £ 437-50 $1,22,500
22 G 150 £12§-‘5)2 $1,95,510

$ 130340
2. Driem Shecis Do. 18 G 2,400 $176-20 $4,22,880
3. B.P. Sheets (Hot Rolled) * Do. 8 G 500 $ 168-20 84,100
20 G 500 £168-20 $84,100
24 G 500 $175-10 887,550
4 B.P. Sheets (Cold Rolled: . Do. 24 28G 2,409-04 $207-9¢ $5,00,960
s. G. P Sheeis Do. 23 G 800 $208-50 $1,66,800
26 G 1000 $216-10 $2,16,100
28 G 1000 $259-50 $2,19,500
$21,00,000

Sdi-

For RAM KRISHAN KULWANT RAL
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ANNEXURE 6
MINISTRY OF STEEL, MINES & FUEL ’

Iron and Steel Control,
33. Netaii Subhas Road. Calcutta—r.

Dated the 23rd Mav. 1960,
No. C/RKK (32,60
Mis. Hindustan Steel [td.
2. Fairlic Place, Calcutta.

SURJECT  ~Import of fimshed steel materials 1 cxchange of expor: of slaby;
tngots blooms

Ref :~This Othee letter order No. C'/RKK(32) 60 of §-5-60.

A copy of letter No. BT 25 dt. 6-5-60 received from M.s. Ram
Krishan Kulwant Rai, Calcutta is enclosed. i

You arc requested 1o let this affice know at an early date if an Import Lice-
nce may be iasucd in favour of the firm for a total value of $21,00,000 on
account of export of 20,000 tons of slabs and 5,000 tons of Blooms a- $84

per ton as indicated by the firm in their above quoted letter prior to their
exporting the above materials.

Yours faithfully,

Sd - S.C. MUKHERJEE.
Dv. Iren and Steel Comrroller,

24



ANNEXURE 7

Ram Krishun Kulwant Rai
23, Netaji Subhas Road, Calcutta—-1.

June 1, 1960,
Ref: BT 2as

The Iron and Steel Controller,
33. Netaji Subhas Road, Calcutta,

Re. Your Barter L. O. No. CIRKK(32) 60 dated §-5-60 for export of
25000 tons Slabs and Blooms and import of stecl.

We are pleased to enclose herewith the Performance Bond for Rs. 1 ﬁ: $,000/-
being 15°, value of 25,000 tons Slabs and Blooms against the ubove
contract for import of steel materials prior to export of Slabs and Blooms.

We trust vou will find the same in order.

Thanking vou.
Yours fuithfully,

RAM KRISHAN KULWANT RAI

Sd-— Kulwant Rai
Pariner,



ANNEXURE 8
Ram Krishan Kulwant Rai
33, Netaji Subhas Road, Calcutta—1.
15t Jume, 1960,
Our Ref : BT 2s.
The Iron and Steel Controller,
33 Netaji Subhas Road,
Calcutta-1,
Dear Sir,
Re : Barter Letter Order No. C RKK (32,60 for Export of 25,000 tons
of Slabs and Blooms against impor: of stecl materials.

We would rexmt you to please refer to our letter No. BT 25 dated
18t June 1960 with which we have submitted to vou the necessary Perfor-
mance Bond for Rs. 15,15.000.~ being 1§°,, value of 25,000 tons at $84
per ton FOB. against the above contract.

We arc enclosing our following Import Licence application
covering the fullv value of $21,00,000/- of the above barter contract to-
gether with the necessary T'reasury Challans.

(1) Import Licence application No. BT 25 IL 1—1-6-60 for 250 tons
of Stainless Steel Sheets for C. I F. value Rs. 16,69,307 -
Challun No. Bos dt. 31-5-60,

(2) Import Licence applicaion No. BT 25 IL 2—1-6-60 for 2192-¢
tons of Drum Sheets tor C. 1. F. value Rs. 18,64,535 - Challun No.
Bo6 dt. 3i-5-60.

(3) Import Livence application No. BT .25 IL 3—1-6-60 for 2931-12
tons of G5. P. Sheets for .. 1. F. value Rs. 31,3%,326 -. Challan
No. 807 dt. 31-5-60.

(4) Import  Licence application No BT 25 IL 4—1-6-60  for
C. R. Sheets 2,200 tons CC. 1. . value Rs. 21,76,176 - Challan No. 8ox
de. 31-5-60.

(s) Import Licence application No. BT 25 IL/§~—1-6-60 for 1,500 tons
of H. R. Sheets for .. 1. F. value Rs. 12,34,352,- Challan No. 809
dt. 31-5-60.

We shall be much obliged if you would kindly favour us with the above
import licences at an carly date.

Thanking vou,

Yours faithfully,
RAM KRISHAN KULWANT RAI
Sd/- Kulwant Rai
Partner



ANNEXURE ¢
TRON & STEEL CONTROL, CALCUTTA.
No. C/RKK (32) 60
Dated. the 6th June 1960,

Fuistha 1882 " Saka:

M;s. Ramkrishan Kulwant Rai,
33. Netaji Subhas Road,
Calcutta.

Dear Sirs,
Sub :—Export of Slabs and Blooms in exchange of import
T am directed to state that category size and specification quantity in M Ton and C & F price per Metric ton as indicated
in clause (b) of para 2 of this office letter order No. C RKK (32: 60 dated 5-5-6¢ may be substituted as under :—

of finished stec! materials

C. & F. Price

Category Size & Specification Quantity
in tons (effective)
1 2 3 3
1. Stainless steei ‘shw;ets‘* .-m::\ISI 304 2B S 7
or 2D finish
1 206G 50 1225 inclusive of
IM X2M > 22G so 1303.4  packing charges
J 224G 150 1463




I 2 3 4

Drum Sheets 70°1;4° £ 37-1/4"-18G 700 ) 176-20
(hot rolled) 76-1/2" x 25-1;2°-18G 350 ‘
71 %2 36:1/2°-18G ' 7616
76-1/2° - 25-1/2°-18G 380-80)
B. P. Sheets 18G 500 168- 20
(hot rolled) 20G so¢ 168-20
24G §00 175-20
B. P. Sheets 24G 600 200° 40
(Cold Rolled) 26G 60c 204 $0
28G 1000 20795
G. P. Sheets 240G 731 21340 { including
26G 1000 221-00 i
28G 1000 224-40 | charges packed
30G 200 241-00 (in wooden skids

The other terms and conditions as laid down in the letter order quoted above remain unaltered.
Yours faithfully,
Sdj-
S. €. MUKHERJEE,
Dv. Iron and Steel Controller.
Copy to (1) Ministry of Steel, Mincs & Fuel (Deptt. of Iron & Steel) New Delhi.

(2) Shri B. N. Bery, Hindustan Steel Ltd,, 2, Fairlie Place, Calcutta.

(3) S. I C. Section Iron & Steel Control, Calcutta along with five applications for issue of import licence & five
treasury challans with the request to issue I/L accordingly. Validity period of import licence to be indicated
as 31-12-60. Bank Guarantee for 15 per cent of total F. O. B. value has since been received from the firm.

E‘;g i,ng(uﬁn% B* Section }Imn & Steel Control.

(6) Stainless Steel file No. Cj66/60. Sd/-

5. C. MUKHERJEB,
Dy. Iron and Steel Controller,



ANNEXURE 10

H. R. S. Rao

Asstt. Sales Manager (Exports),
industan Steel l.td.,

2, Fairlic Place, Calcutta-1.

D.O. No. SE. 16-14/34313
2sth  October, 1960.
My dear Mukherjee,

SUB : Barter export of Slabs/Ingots|Blooms in cxchange to smport of
fimshed  steel  products,

I have to refer to your letter No. C/RKK/(32)/60 of 7th October, 1960
addressed to M s. Ram Krishan kulwant Rai Calcutta, copy to us.

In this connection 1 have to draw your attention to our letters Nos. SE/
248/2153 of oth June, SE/24B/13817 of 20th June, 1960 and SE/4 of 26th
August, 1960 trom which it will be observed that we have sold 5,000 tons of
slabs only to M/s. Ram Krishan Kulwant Rai, Calcutta, against their various
enquiries for Slabs and Blooms.

This confirms my phone conversation on date.

Yours sincerely,

Shri S. C. Mukherijee, Sd/-
Dy. Iron & Steel Controller,
33, Netaji Subhas Road, (H.R.S. RAO)
Calcurta.
29
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ANNEXURE 11 ,
Extract of notes on File No. CP.RKK(32) 60 of Iron and Steel Comirol

Shri Rao of Hindustan Steel rang me up yesterday to say that we have
some barter deals in favour of M/s. Ram Krishan Kulwant Rai
inst whichi they have not finalised the export side as yvet. He also stated’
lgl the firm has been pressing them for finalising the export side on the plea
that they have already heen permitied to import the materials on submission of
the requisite Bank Guarantec. Issue of an Import Licence even on submis-
sion of a Bank Guarantee would not be in order if the export side has not been
finulised by Hindustan Steel. 1 therefore immediately looked up our papers
to see if any such irregularity has been committed by us, I extremely  regret
1o point out that the statement made by Shri Rao is substantially correct and
that there hus been a rather serious lapse on our part in this particular case.
The facts of the case are briefly related below

M/s Ram Krishun Kulwant Rai submitted on 28th  March, 1960 {S1.No.
18) a barter proposal for export of 2,000 tons of Slabs, ingots and blooms and
wanmed 1o import only stainless steel sheets.  According to our  prescribed
formula, they were told that import of stainless steel sheets would be granted
only to the extent of 1 ton for every 100 tons of slabs and ingms exported.  The
firm accepted this proposal eide 81 No. 20 Thereupon o letter indicat-
ing the terms and conditions under which their barter deal may be approved
was issucd to them as usual on sth May, 1960 (SI.No.21;.  One of the con-
ditions indicated in the letter was that the delivery, specification and price of
the materials to be exported will have to be mutually agreed upon by the irm
with Hindustan Steel Ltd.  On 6th May, 1960 (S1. No.24) the firm accepted
the terms and conditions and requested us to confirm that they would be per-
mitted 10 import muterials prior to export on submission of a Bank Guaran-
1ee for 1§% of the total value of goods to be imported. We thereupon made
u reference to Hindustan  Steel (S1.No.25) asking them to confirm that
the export side of the barter deal has been finalised by them and also whether
an import licence could be issued. Without finalising the export side of the
deal with Hindustan Steel Ltd., the firm submitted a Bank Guarantee for 15¢,
of the import licence application together with Treasury Challan (page 3§ (a}
{C).  Unfortunately we failed to connect these applications and the Bank
CGuarantee with the earlier correspondence and S. 1. C. Section was authori-
sed to issue import licences to the firm on the presumption that the export side
of the deal has been duly finalised by them. This was indeed a serious lapse
onlthe part of my assistant as well as on my part. It a rs that the firm has
already imported some materials against these i m-ort licences and 1 am che-
cking up the exact postiton separately.

Although we are no doubt responsible for having failed to check the firm's.
proposal for issue of import licences with the relevant previous papers, the
primary responsiblity for this i arity must lic on the firm itself. It was
made quite clear in our letter of sth May, 1960 in which the terms and condi-
tions of the proposed deal was laid down that they must finalise the export side
of the deal with Hindustan Steel. They should not have, therefore, applied:
for import licence with Bank Guarantee before finalising the export side of the
dew) with Hindustan Steel Ltd. Further the import licence already issued tos

30



3t

the finr clearly indicates that the licence has been issued as per terms and con-
ditions set forth in our letter of sth May, 1960. They should not have, there-
fore, imported any material against this licence before finalising the export
side of the deal with Hindustan Steed Lid. Inthe Bank Guarantee which the

has furnished they have clearly given an undertaking to export materials

we can casily forfeit their Bank Guarantee for their failure to export the
material for whatever reasons there may be.  We are not bound to request
Hindustan Steel to supply the requisite exporting material to them and it is
for them to get the exportable materials from Hindustan Stecl hy mutual
agreement. It they tail to do, we can even blacklist the firm,

From the talk | had with Shri Rao it is quite clear that Hindustan
Steel is not going tov supply 25,000 tons of” slabs to this party to enable
them to fulfil their commitment against this particular barter deal. We
have thercfore to tind ways and means to adjust the imports already
made agains: other toreign exchange earnings of the firm.  Unfortunately
Shri Kulwant Rai or Shri Mallik of the firm who was handling this affair
could not be contacted. Shri Kulwant Rai is expected to be back in
Calcutta tomorrow. | have, however, told a representative of the firm
that they must stop all further imports against this licence and they
should submit propusals for adjustment of the foreign exchange which
they have already spent on the imports made against this licence. | am
also issuing instructions to 8.1.C. to stop issue of (.. Ps. to this firm
against all their imports licences untill they have given a complete
account of their pending import licences and have submitted acceptable
proposals for adjusment of the foreign exchange spent by them on the
imports against these licences. | may add that the firm has got a number
of other barter deals as also import licences as an established importer
against which the tforeign exchange =pent by them on the import of
materials against this licence can be adjusted.  1f they do so we may let
them off for this time with a severe warning. A« regards my barter
assistant and mysclf, we extremely regret that this lapse has taken place
due to heavy rush of work and we beg to be condoned for this lapse, |
shall take immediatc steps to ensure that such lapses do not occur again.
At present 1 have been dealing with these barter cases with the help of
only one lower division clerk so as to avoid delays. [n future [ shall
have all these files sent up to me through the Supdr. and Section Officer
50 that there is sufficient check exercised.

Sd. (S, €. MUKHERJEL),
26~10-60

Controller :

It is most unfortunate that such a serious Japse should have taken
place in the office. We must immediately explore all avenues to see that
the damage is repaired. As Shri Kulwant Rai is arriving in Calcutta in a
day or two, we should prevail upon him to surrender his other un-utilised
i licences of the equivalent value. In the meantime, [ find that
l?&oﬁ) has already taken other precautionary measures.

After we get a clear picture, we may submit a detailed report to the
Ministry.

Sd. (A. S. BAM),
26-10-60



ANNEXURE 12
Extracts of notes on File No. CP{RKK[(32)/60 of Irom and Stccl Comtrdl

Ref : Notes on pages 20 to 22 ante.

This matter was discussed by the Controller with Secretary on 2nd
November , 1960 at New Delhi. Shri K. N. Subbaramam of Hindustan
Steel was also present.  The circumstances under which the import licence
was igsued to M's Ram Krishan Kulwant Rai against 159, Bank Guarantee
before they had finalised the export deal with Hindustan Steel was explained.
Secretary felt that there was no reason why Hindustan Steel should not agree
to scll the requisite quantity of slabs required by the firm for earning the
forcign exchange spent on the import of steel. It was aiso explained to the
Secretary that the firm was willing to take slabs and ingots available in stock
at Rourkela irrespective of the specification and analysis of this metrial. As
Rourkela had large stocks of slabs and ingots which do not confirm to any
standard specification, Secretary felt that they should welcome the proposal
of the firm to accept materials from stock. He asked Shri Subbaraman to
issue immediate instructions to Hindustan Steel's Calcurta Office to finalise
the barter deal which was initiated by the Tron and Steel Controller as far
back as March, 1960. Secretary also desired that a suitable letter should
be addressed to the Head Office of Hindustan Steel to give necessary instru-
ctions to their Calcutta Office for making all out effort to sell the unwanted
stocks of slabs and ingots at Rourkela on barter basis if cash sales were not

possible.

On 13th November, again this matter was mentioned by Secretary
to Shri Srinagesh, Chairman, Hindustan Steel and Controller also  discussed
the matter wirth Shri Shrinagesh in dectail on the same day.  ‘The circums-
tances leading to the sanction to the barter deal by Iron & Steel Control
und import of steel materials by the firm was explained to Shri Srinagesh
und heagreed to tuke up the matter immediately on his return to head
Quarters. In confirmation of this discussion the letter to Shri Srinagesh at
Sk No. 79 was issued with copy to Secretary.

Sd. (8. C. MUKHERJEE)
17.11.1960



. APPENDIX V

Note furnished by the Iron and Steel Controller on the case referred to in
para 4.39 10 4 52 of the So0th Report of the P.A.C.
(Third Lok Sabha)

A chronological account of the correspondence, leading to Para4.39
the issue of a barter .anction on sth May, 1960 and § Import
Licences on 7=6-1960 to M/s. Ramkrishan Kulwant Rai, is given
below:—

(a) On 1oth March, 1960 M/s. Ramkrishan Kulwant Rai
submitted a proposal (Annexure 1) for export of ingots and slabs,
10 be negotiated and settled by them with Hindustan Steel Ltd.,
and for import in exchange of 1,000 tonnes of stainless steel
sheets. In reply to this Jeuer, the firm was informed, on the
6th April, 1960 (Annexure 2), that import of stainless steel sheets
to the extent of full value of export carning could not be
accepted that import of one tonne of stainjess steel sheets
might be allowed against export of roo tonnes of ingots/slabs
and that for the balance, they were to import other categories to
be specifiea by Iron and Steel Controller.

(b)Y On 8th April. 1462, the firm agreed (Annexure 3) tw the
aforeaaid condition and requested to be allowed to export 25,000
tonnes of ingots ard olabs. They requested further to favour
them with necessary orders t© enable them to negotiute the
mutter further with Hindustan Steel Lrd.

(c) On sth May, 1y60. the propo-al of the firm 10 export 25,000
tonnes of slabs, ingots and blooms, the price, delivery  and
specification of which were to be mutually agreed upon
between the firm and the Hindustan Steel Ltd., was approved
and the price and specification of the materials, to be imported,
in exchange were also laia down. This barter sanction
(Annexure 4) included inter-alia the clause that proposals for pre-
import of steel might be considered if satisfactory irrevocable
Letters of Credit for exports were produced and suitable Bank
Guarantces were furnished.

(c'l) On May 6, 1960 the firm confirmed acceptance of the terms and
of the barter sanction, dated sth May, 1960, and they also requested
to be permitted to import steel before export for which they
would be prepared to furnish 159, Bank Guarantee. A copy of
this letter, dated 6th May, 1960 (Annexure s) was forwarded
(Annexure 6) to Hindustan Steel Ltd., on 23rd May, 1960,
enquiring from them whether an import licence might be issued
to the firm prior to export of the materials.

g) On 1st June, 1960, the firm submitted a Bank Guarantee
r Rs. 15,15,000 and also submitted § import licence
spplicatians. Copies of firm’s letter of 15t June, 1960, forward-
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Para 4. .40

Para 4.4t

ing the Bank Guarantee and Import applications, arc st

and 8. The original Bank Guarsngee was replaced On §-1-1961
sfter its expiry. A of the Guarsntee, as furnished on
1-1961, ir gt Annexure 9. The Iron and Steel
concerned ordered on the application for import licence “Please
check and 2lso “‘sizes to be indicated” for Drum Sheets: In
pursuance that order, the office put up a draft letter, addressed to
the firm, with a copy sater-alia 1o the Sieel Import Section, indic-
sting the detailed specification and price of the material t© be
imported and also advising the Steel Import Section to issue
Import Licences. The endorsement to the SIC Section was as

' | e

1
§

L X 1]

see

*3) 8. L. C. Secticn, Iron and Steel Control, Cakuita along
with s applications for issue of Import Licences and
s Treasury Challans with the request to issue I/L
accordingly. Validity period the Import [icence will
be indicated as ‘31-12-60. Bank Guarantee for 15°;, of
the fo0.b. value has since been received from the irm"™.

‘The draft was approved by the Deputy lron and Steel
Controller, whercupon the letter was issued accordingly, on the
6th June, 1960. A copy of this letter (Annexure 10, was also.
sent to Hindu«tan Steel [td.

Before issuing the said leter on the 6th June, 1960
(Annexure 10). with the advice to the Steel Import Section to
issue Import Licence, it was necessary to verify that the Hindus-
tan Stee! Lid., had actually concluded a contract with the
firm for the export of the steel materials to be exported against
this deal. This was not donec. As stated before the Public
Accounts Committee, this was not done, inadvertently. This
mistake came to light on the receipt of Hindustan Steel Lid.
letter, dated 25-10-1960 {Annexure 11). 1t 1 apparent from
that jetter that M;s. Ramkrishan Kulwant Rai had not entered
into any contract with Hindustan Steel Lid,, for the fulfilment
of the barter deal sanctioned on the sth May, 1960. A copy of
anote. recorded on the file on 26th October, 1960, is at
Annexure 12, :

No comments,

It has already been admitted that there was no regular or
automatic system in the Iron and Steel Controller’s office to
check whether pre-import licences were issued by mistake or
note. In the situation, this mistake could be brought 1o light
oaly by Hindustan Steel Ltd., to whom copies of all correspon-
dance were sent and who knew which of the export contracts
were vet to be concluded by them. In fact it came to light from
their source; but it had become too late by then.
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It mey be stated that the decision to stop the issue of
Customs Permit to the firm against this deal was
«commmnicated to Steel Import Control Section on the asth
October, 1960 but some customs Permite had to be issued in
November, ?&mt shipments which had already been made.
By the end of November, 1960 Hindustan Steel had agreed to
supply exportable materials to the firm and, therefore, balance
imports were allowed. Customs Permits for 3'9 tons were issued
in ber, 1960. Month-wise details of the imports, made
against this particular deal, have already been furnished to
‘the Public Accounts Committee.

A copy of the note, recorded by the Dy. Controller on 26th Pare 442

(Oxtober, 1960, with the Iron and Steel Controller’s endorse-
ment, thereon has already been furnished at Annexure 12.
Tt will appear from it that the Iron and Steel Controller
had approved of the proposal to explore all possibilities of re-
pairing the demage caused, and had intenced to submit a de-
tailed report in the matter to the Ministry after a clearer picture
had emerged.

The firm was contacted and prevailed upon to give an un-
dertaking to carn the foreign exchange, equivalent to the valuc
of the materials imported, by exporting other permissible items.
A copy of the firm's letter dated the 29th Oct. 1960 is af
Annexure I3.

From a copy of note, dated 17 11.60 (Annexure 1y)
recorded by the Deputy Iron and Steel Controller, it appears
that t he matter was discussed by Iron ond Steel Controller at
Delhi on the 2nd November, 1960 with Secretary Ministry of
Iron and Stecl.

On being informed about the mistake, the Iron and Steel Para 443

<Controller took immediate steps to repair the damage. The
most uregnt matter requiring his attention was the carning
ot foreign exchange by the firm to offset the foreign exchange
spent on imports. I'he Hindustan Steel Ltd. werc known to
be havirg substantial quantity of semifinished steel, either in
'stock or from current production, The Iron & Steel Controller,
thercfore, thought that the Hindustan Steel Ltd. should not find
any difficulty in supplving the exportable materials to this firm at
prices at which they had normally been exporting such matcerials
against other barter deals.

. The Chairman, Hinduston Steel Lid. was not right
in thinking that offering the materials for export by Ramkri-
shan Kulwant Rai against this particular barter deal would result
n criticism because the imports had already taken place. When
foreign exchange had been spent on import agairst a sanctioned
barter deal, there would not have been any criticism for offering
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materials for export. Rather, it was the only sensible thing which
could be done wig. the irm was compelled to earn foreign
exchange by export and any unwillingnes: on the part of Hin-
dustan Steel to supply materials for export by the firm would.
have resulted in their inability to earn the foreign exchange
which is now being criticised. This view was expressed by the
1ron and Steel Controller in his letter No. CP/RKK (32)/60, dated
the 13th January 1961 (reproduced at page 250-251 of the soth
Report.). Ifthe firm had actually exported the materials which
of course, they have not done so far becau.e of some other dis-
putes with Hindustan Steel (which is under arbitration) certainly
the criticism would have been much less. It is pertinent to point
out in this connection that the Chairman, Hindu«an Steel did
not reply to the letter, dated the 13th January 1961 from the
Iron and Steel Controller, in which the latter had cexplained
why supplying materials for export to Ramkrishan Kulwant Rai
would not be criticised because the price at which the firm had
ugreed to export was quite attractive. If, Chairman, Hirdus-
tan Steel had in mind the objection about signing an export con-
tract after import had been allowed, he would have replied to the
Iron and Steel Controller’s letter and would have clorified
the reason for which be anticipated criticism against this deal.

The Iron and Steel Contreller did not take any disciplinary
action about the laps which had occured in this behalf in the
office presumably because he had accepted the statement of the
Deputy Iron and Steel Controller concerned that the mistake
had occured inadvertently.

From the note, dated 17-11-60 (Annexure 14), recorded by
the Deputy Iron and Steel Controller concerned. it is indicated
that thc matter was reported orally to the Secretary to the
Ninistry by the Iron and Steel Controller in the course of a
discussion with him at Dethi on the 2nd Noverber, 1960.

A detailed mention about the case made in the demi-official
letter, dated the 14th November, 1960, of the lron and Stecl
Controller to the address of the Chairman, Hindustan Steel Lid.
a copy of which was endorsed to the Secretary to the Ministry.

No comments.

No comments.

While issuing the import licences, it should have been check-
ed up whether or not the firm had actually entered into contract
with Hindustan Steel Ltd. for the cupply of the materials to be
exported in exchange. This was not done through inadvertence,
which has already been admitted.

The materials imported were mostly distributed to genuine
consumers nominated by the Iron and Steel Controller. The
materials imported were—

Drum sheets . . . . 783 tons
Black Plain sheets . . . . 395§ tons
Galvaniscd Plain Sheets . . + 3459 tons
Stainless Steel Sheets . . . 249tons
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These materials were in short supply in the country and were
being regularly imported to meet the essential requirements of
the country.

As soon as the mistake was discovered, urgent steps were
taken*to repair the damage and Hindustan Steel 1.td. were per-
suaded to supply the materials. But for the unfortunate
dispute between the firm and Hindustan Steel (which is now
under arbitration) the exports would have taken place and the
necessary foreign exchange carned by the firm to cover up the
imports.

It may be added that most of the barter * cals were for export
of bulk quantities ard the amounts involved were quite large.

No comments.

From the facts stated above it will be amply indicated that
the serious implications of this lapse were fully realised by all
concerned and immediate steps were taken to repair the
damage caused.

The Iron and Steel Controller had taken up the matter at
the highest level in order to undo whatever dumage had been
caused by the lapse. He did not ke any disciplinary action
against those at fault, presumably because he was satisfied
that the lapse had occurred through inadvertance.

From note (Appendix 14), recorded by Dy, Iron and Steel
Controller as well as from the demi-official letter, dated the
14th November, 1960, addressed to Shri Srinagesh (a copy of
which was endorsed to his secretiry to the Minstry of Iron
and Steel) it will appear that the facts reearding the lapsed
were brought by the Iron and Steel Controller 1o the notice of
the Ministry, with a view to taking steps tor repairing the
damage caused thereby.  Presumably hecause he was satistied
that the lapsed had occurred due 190 inadvertance, he did not
consider it necessary to make a formal report to the Ministry
specifically for taking disciplinary action against those at
fault.

No comments.

The lapsed did lead to serious consequences.  It, however,
occurred through inadvertance. The seriousness of the lapse
would have been very much mitigated if the steel materials
could be exported even subsequently. Serious efforts were
made in that direction but these could not materialise duc 10
the dispute that arose between the firm and Hindustan Steel
Ltd., over the supply of this material to be exported. It may be
stated in this connection that this firm has not repudiated
its responsibility to earn foreign exchange by export.

All dealings with the firm have, however. been banned
by the Iron and Steel Controller for a period of three years.

(84.)
(S. SAHAY)
Iron and Steel Controller,

Para 4°48
Pars 4°49

Pars 4° 50

Para 4§t
Para 452



ANNEXURE 1

Ram Krishan Kulwant Rai, Calcurta )
Ref : BART 25 March 10, 1960

The Iron and Steel Controller,
33, Netaji Subhas Road,
«Calcunta.

Dear Sir,
Ke : Barier proposal jor export of Ingots and Slabs against smport
of Stainless Steel Sheets.

We are pleased to inform you that we have received a very attractive
offer from our foreign buyers for export of Ingots and Slabs against im-
port of Stainless Steel Sheets.  We would accordingly request you to be
good cnough to let us have Your approval for a Barter transaction as
under :

1. FOR EXPORT

Maierial  INGOTS & SLABS
Specification, Quantity and . To be negotiated and settled with the
price Hindustan Stee] Ltd., 2, Fairlic Place,

Calcutrg or with you.

2. FOR IMPORT

Material : STAINLESS STEEL SHEETS
Sige & Spedification : As per your requirements.
Quantity ! 1,000 tons.

Price : As would be fixed by you,

We would in the circumstances request you 1o be good enough to let
-us have your approval promptly to enable us to finalise this contract with

-our foreign correspondents. ’
Thanking you,
Yours faithfully,
Sd ;.‘

RAM KRISHAN KULWANT RAI
38



ANNEXURE 2

. IRON AND STEEL CONTROL. CALCUTTA
No. C/RK/(32)/60 Dated the 6th April, 1960
Chaitra 1882 (Saka)
To
M s Ram Krishan Kulwant Rai,
33, Netaji Subhas Road.,
Calcutta.
Degr Sirs,

SUB (—Import of stainless steel sheets against barter deals.

I am directed to refer to your letter No. BART/25 dated 10-3-60 on
the above subject and to say that it has been decided to permit import of
stainless steel sheets only against export of ingots and slabs to the extent
of 1 ton of stainles: steel sheets against export of 100 tons of ingots/slabs.
For the balance of foreign exchange which will be earned by export of
ingots/slabs, you have to import other categories of steel to be specified
by this office.  [n case You are prepared to import stainless steel sheets
on the basis indicated above, you may kindly submit your detailed propo-
sals to this office at an early date.

Yours faithfully,
Sd/-
(S. C. MUKHERJEE)
Dy. I'ron & Steel Controlle.r
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ANNEXURE 3

Ram Krishan Kulwant Rai, Calcutta
Ref :—BT/25 April 8, 1960.
The Iron and Steel Controller,
33, Netaji Subhas Road,
Calcutta.
Dear Sir,

Re : Barter Proposal for export of Ingois and Slabs ‘against impor:
of Stainless Steel.

We beg to acknowledge with thanks receipt of vour letter No.
C/RK/(32)/60 dated 6th April, 1960 in respect of the above.

In this conncction we would request you to be good enough
to refer to our letter No. BART )25 dated 10-3-1960 submitting you our
detailed proposal in this respect.  However, if Blooms arc not permitted
in this proposal, we request, we may please be granted 25,000 tons of
Ingots ana Slabs.

We also confirm our acceptance of the proportion of the Stainless
Steel as is fixed by you.

We would now request you to be good cnough .to favour us with
the necessary orders to enable us to negotiate this matter further with
the Hindustan Steel Ltd.

Thanking you,

Yours faithfully,

sd/-
RAM KRISHAN KULWANT RAI
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ANNEXURE 4
. MINISTRY OF STEEL, MINES AND FUEL
(DEPTT. OF STEEL)
Iron and Steel Control,
33» Netaji Subhas Road, Calcutta-1.
No. C/RKK/(32)/60 Dated, the sth May, 1960

M/s Ram Krishan Kulwant Rai,
33, Netaji Subhas Road.
Calcurta,

Dear Sirs,

Sub :=Export of Slabs, Ingors & Blooms in  exchange of
Import of Steel materials

Plzase refer to the correspondence cnding with letter No. BT/25
dated 8.4.60.

Your proposal for export of Slabs, Ingots & Blooms and import of
steel in exchange thereof is approved by this office subject to the following
terms and conditions (—

(a) You will be permitted to export 25,000 tons of Slabs, Ingot and
Blooms price, delivery und specifications of which i8 10 be mutually
agreed upon by you with Hindustan Steel Ltd. at the time of conclusion of
the contract with them.

(b) Again the I. O. B. value of Slabs, Ingots and Blooms you will
have to import steel of the following categories and sizes at C. & F.
Indian Port price per ton a8 indicated below :—

Category Size & Quanuty C. & F. price

Specification in tons (effective)
1. Stainless Steet  AISI 304 2B or 250 20G [ 437°50)
Sheets 2D Finish Per LT ¥ Inclusive of
20G & 22G 2205 £ 46%5'50| Packing charges
ItM&2 M Per LT

2. Drum Sheets  71.3%" X 36.5/8"
(Hot Rolled) 18G
77.516" X zs.l(gﬂ&'f
18G
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Size & Quantity C. & F. price

Category Specification n tons {efiective)

. B. P. Sheets 183G 8 168.20 per M/T
3 (Hot Rolled) 20G $1688.20
24G $ 175.10 ”

4 B. P. Sheets .

(Cold Rolled) AR $ 207.9% .
s. (G. P. Sheets 24G $ 208 .50 "
260G $ 216.10 o
28G £ 219,50 .

The above prices are applicable for materials shipped during June-
August,1960.  For shipments made during the period Sept-Nov, 1960
reduction in price on the basis of price quoted in Metal Bulletin  publish-
ed in the 1st week of July. 1960 will be applicable. C & F  price of
matcrials against item Nos. 2 & 3 may be raised by $§5 3¢ per MT if
shipment is made by 31-5-60.

(¢} Lxport of Slabs.jlngots and Blooms will normally have 10 precede
import of steel in exchange. Proposals for pre-import of steel may also
be considered if satistactory irrevocable letters of Credit for exports are
produced and suitable Bank Guarantees are furnished.

(d) Manufacturing Mill Certificate in proof ot specification of
imported steel, where applicable must be furnished along with the
consignment of imported steel.

(e) If the staturory controlled price of steel 10 be imported is in
excess of the landed cost of the same at the Indian Port plus Your re-
muneration as fixed by the Iron & Steel Controller in terms of Public
Notice No. SC(B)-10(9)/s2 dated 22-4-52 as amended. the difference
between statutory controlled price and landed cost plus remuneration in
respect of such steel will have to be paid by you to the Iron & Steel
Equalisation Fund. You may either pay such amount in cash or furnish
a Bank Guarantee in the required proforma for the amount before Custom
Clearance Permit is allowed to be issued for the steel imported by
you.

(f) The steel to be imported in exchange must be subject to distribu-
tion control of the Iron & Steel Controlier.

(g8) The export of Slabs, Ingots and Blooms and import of steel in
exchange as mentioned above will have to be completed within
31-12-60.
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Your acceptance of the above terms and conditions should be com-
municated to this officc within 7 days from the date of issue of this
Jetter, failing which this acceptance letter will be treated as cancelled
without any further reference to you.

Yours faithfully,
Sd. (8. C. MUKHERJEE)
Dy. Iron and Steel Controller,

Copy to : —
1. Shri B.N. Bery, Hindustan Steel Lul.,
2. Fairlie Place. Calcurta.

2. Ministry of Steel, Mines & Fuel [(Deptt. of Iron & Steel) New
Dethi.

S.I.C. Section for issue of import Licence on application.
Industries B’ Section for issuc of ixport Licence on application.
P.&AO.

Stainless Steel File No. € 66:60.

I

Sd. (8. . MUKHERJEE)
Dy. Iron and Steel Controller,



ANNEXURE §
Ram Krishan Kulwant Rai,
33, Netaji Subhas Road, Calcutta.
Ref. BT/25 Dated, May 6, 1960.
The Iron and Steel Controller,

33, Netaji Subhas Road.
Calcuttu.

Dear Sir,
Re : Export of Slabs, Ingors and Blooms in exchange of import of
Steel materials

We beg to refer to vour letter No. C’'RKKI/(32)/60 dt. §-§-60 and
are pleased to confirm acceptance of the terms and conditions mentioned
thercin by you.

In this connection. we may further submit as under :

1. Kindly note that the approximate price of the exportable items
comes as under :

{a) Slabs : 20,000 tons @ $84-per M'T F.0.B.—$§16,80.000
Blooms: 5,000 tons «i; $84-per M'T 1©.0.B.—84,20.000

.

$21,00,000

2. We shall be much obliged if you would kindly permit us to import
steel materials immediately before export and we hereby undertake to
furnish you 15", guarantee of the total value of’ $21,00,000/-. We would
request you to be good enough to let us have the necessary permission
for import of steel materials a+ above. In case due to any variation in
the total price payable by us to the Hindustan Steel Ltd., the guarantee
furnished by us falls short, we hereby undertake to give you the necessary
additional guarantee te cover the difference.

3. In exchange, we would regu:st you to kindly pzrmit us to import
the materials as specifiad in th: enclosed statemant.

Thanking you,
Yours faithfully,
RAM KRISHAN KULWANTRAL

Sd;- Kulwant Rai
Partner.
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Details of the materials to be imported against your batrer letter order No. C|[RKK|(32)/60 dated 5th May, 1960

\ .
SL No. Cat Size and Specification  Gauge Quantity Rate per Total Value
sory n ton MIT CAF CAF
I. Stainless Steel Sheets A=< required by you 20 G 100 £ 437-50
=$ 1225.00 $ 1,22,500
£ 465 50
22G 150 =$ 1303-40 $ 1,95,510
2. Drion Sheets ~do- 138G 2,400 $ 176-20 $ 4,22,880
3. B. P. Sheets (Hot Rolled) -do- 18 G so0 $ 168 20 $ 84,100
200G 500 $ 168 20 $ 84,100
24 G 500 $ 17510 $ 87550
3 B. P. Sheets (Cold Rolled) -do- 24/28 G 2,409.04 $ 207.95 $ $,00,960
5. G. P. Sheets ~do- 24 G 800 $ 208 so $ 1,66,800
26 G 1000 $ 216 10 $ 2,16,100
28 G 1000 $ 219.50 $ 2,19,500

TotAL $ 21,00,000

Sdl-

For RAM KRISHAN KULWANT RAI.



ANNBXURE 6

MINISTRY OF STEEL, MINES AND FUEL
Iro)l}md gteel Control,
» 1 MIWI
33, Newi Calcurts-1.
Dated the 23rd May, 1960.

No. C/RKK/(33)/60
M/s. Hindustan Steel Ltd.,
2, Fairlie Place, Cakutta.
SUBJRCT :—Import of fimished stesl materials in exchange
of export of slabs|ingots/blcoms.

Ref :—This Office Leuter Order No. C|RKK(32)/60
of §-s5-60

A copy of letter No. BT/as dt. 6-s-60 reccived from M/s.
Ramkrishan Kulwant Rai, Calcutta is enclosed.

You are requested to let this office know at an carly date if an
Import Licence may be issued in favour of the firm for a total value of
$ 21,00,000 on sccount of export of 20,000 tons of slabs ard 5,000 tons
of Blooms @ $ 84 per ton as indicated by the firm in their above quoted
lerter prior to their exporting the above materials.

Your’ f‘i‘hﬁlu 'Y
Sd/-S. C. MUKHERJEE
Dy. Iron and Steel Controller.



ANNBXURE ;7

. Ram Krishan Kulwant Rai
33, Netaji Subhas Road, Cakutta-1.
Ref : BT/as June 1, 1960
The Iron and Steel Controller,
33, Netaji Subhas Road,
Calcutta.

Re : Your Barter L.O. No. C/RKK{&J'M daud 5-5-60
Jor expors oj 25000 toms
import of Steel

We are pleased to enclose herewith the Performance Bond for
Rs. 15,185,000/~ bein fg 159, value of 35,000 tons Slabs and Blooms sgainst
the aglove contract, for import of steel materials prior to export of Slabs
and Blooms.

We trust you will find the same in order.
Thanking you.
Yours faithfully,
RAM KRISHAN KULWANT RAI

Sd/-Kulwant Rai
Partner.
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ANNEXURE 8

Ram Krishan Kulwant Rai
33, Netaji Subhas Road, Calcutta-1.

Our Ref : BT /25 1<t June, 1960.
Phe [ron and Steel Controller,
33, Netaji Subhas Road,

ta-7,

Dear Sir,

Re : Barter Letter Order No. C/RKK|(32)60 for Export of
28,000 toms of Slabs and Blooms against import of
sicel materials.

We would request you to plesss refer to our letter No. BT /25 duted
1 June, 1 with which we have submitted to you the recessiry Per-
formance Bond for Rs. 15,15,000/- beirg 15% value of 25,000 tons at $84
per ton FOB against the above contract.

We are enclosing our following Import Licence application covering
the full value of § 21,00,000/- of the above barter contract together with
the necessary Treasury Challans.

(1) Lmport Licence aplplication No. BT/a5/IL/1- 1.6.60 for 250 tons
of Stainless Steel Sheets for C.LF. value Rs. 16,69,307/-.
Challan No. 805 dt. 31-5-60.

(2) Import Licence application No. BT/as/ILj2—1-6-60 for 21932'§
tons of Drum Sheets for C.LLF. value Rs 18,64,53¢/-. Challan
No. 806 dt. 31-5-60.

(3) Import Licence application No. BT/25/IL[3—1-6-60 for 2931'12
tons of G.P. Sheets for C.I.F. value Rs. 31,35,326/-. Challar
No. 807 dt. 31-5-60.

(4) Import Licence a ;;licst'mn No. BT/as/IL/4—1-6-60 for CR.
Sheets 3,200 tons .F. value Rs. 21,76,176/- C.llar No. 808
dt. 31-5-60.

(s) Import Licence application No. BT/2¢/IL/s~1-6-60 for 1,500
tons of H.R. Sheets for C.I.F. value Rs. 12,34,352/- Challun No.
809 dt. 31-5-60.

We shall b: much obliged if you would kindly favour us wirh the
above import licences at an early date.

Thanking you,
Yours faithfully,
RAM KRISHAN KULWANT RAI
Sd/- Kulwant kai
Partner.



ANNEXURE 9

TO THE PRESIDENT OF INDIA 6~-1-1961
Through the Iron and Steel Controller,

Government of Indis

33, Netnji Subhas Road, Calcutta-i.

KNOW YE ALL MEN BY THESE PRESENTS THAT we,
Messrs. RAM KRISHAN RULWANT RAI a Partnership firm regis-
tered under the Indian Partnership act, und carrying on business at 3;1’
Nataji Subhas Road, Calcutta hercinafter referred to ss the QBLIGO
(which terms shall unless excluded by or repugnant to the subject or context
include the partners therein for the time being and their respective hcirs,
executors administrators and assigns) AND The Punjab National Bank Ltd.,
a Banking Company hiving its registered office at Parlivment Street, New
Delhi, and a branch office imier alig at 135, Canning Street, Calcutta here-
inafter referred to as the Surety (which term shall unless excluded by or
repugnant to the subject or context include its successor or assigns) are
held and firmly bound unto to the PRESIDENT OF INDIA hereinafter
referred to as the ‘Government’ (which term shall unless excluded by or

ugnant to the subject or context include his successor or successors in
o and/or assigns) to pay the sum of Rs. 15,15,000/- (Rupees Fifteen
lakhs fifteen thousand) only for such will and treaty to be made by the
Obligor and the Surety bind ourselves jointly and severally by those
presents :

SIGNED, SEALED & DELIVERED by the said Obligor this the
sixth day of January 1961 A.D.

WHEREAS THE Government that the Iron and Steel Controller
has agreed to enter into a Contract with the Obligor for import of Steel Mate-
rials on the undertaking of the Obligor to export 25,000 tons of Slabs &
Blooms by Thirtieth June, 1961 AND EREAS the Obligor and the
Surety have at the direction of the Government has ecntered into the
bond as above-written as a security for honouring the undertaking of the
Obligor to export 25,000 tons of Slabs & Blooms. NOW THE CONDI-
TION of the above written bound is such that if the Obligor shall fail to
secure foreign purchaser for and arrange export out of India of 25,000 tons
of Slabs and Blooms within 3oth June, 1961 out of India, or such further
time as the Government may agree to allow to the Obligor these presents
shall remain in full force and virtue and otherwise the same shall, be void
and no effect AND it is hereby agreed and declared that the obligation of
the Surety under these presents shall not be impared in any way by reason
of time or facilities being allowed to the Obligator by Government without
notice to the Surety.

IN WITNESS WHEREOF THE Parties of these Presents have
hereunto s*t their hands and s:als this the Sixth day of January, One
thousind nine hundred and Sixtyone A.D.



SIGNED SEALED AND DELIVERED BY
FOR RAMKRISHAN KULWANT RAI

Sd/~ Tiegible Sd/- Illegible
Accnmiant Manager
At RAMKRISHAN KULWANT RAI *
33, Netsji Subhas Road, Calcutta-1.
in the presence of : Valid upto

1
Sd/- P. Ganguli for the Punjab Nstionl Bank Ltd.
(Canning St., Calcutta)

Sd/- Illegible Sd/- Illegible
Accountant Manager

SIGNED & DELIVERED for and on behalf of the Punjab National Bank
Lad., the Surety above named by



ANNEXURE 10
* IRON & STEBL CONTROL, CALCUTTA

No. C/RKK/(32)/60
Dated, the 6th Fune, 1960
Yasistha 1882 '(315)

M/s. Ramkrishan Kulwant Rai.
33 Neﬂil Subhas Road,
Calcutta.
Dear Sirs,
Sus:—Export of Slabs & Blooms in exchange of smport of
finished steel matersals.

I am directed to state that category, size & specification quantity
in M/Ton and C & F price per Metric ton as indicated in clause (b) of
para 2 of this office letter order No. C/RKK/(32)/60 dated §-5-60 may be
substituted as under :—

Category Size & Specification quantity C&F Price
In tons (effective)
1. Stainless AlSl304 2B
steel shects vr 2D finish
200G 50 132§ inclusive of
iIMx2M 22 G 50 1303.4 packing
34 (G) 150 1463 charges
2. Drum Sheets 70°1/4°x 37.1/4-18G 700
(hot rofled) 76°1/3°x 25.1/2°-18G 350 176.30
71x 36,1/3°-18G 761.6
76.1/2° x 25,1/2°-18G 380.8
3. B. P. Sheets 183G $00 168.20
(hot rolled) 20G $00 168,20
243G $00 175.20
4. B. P, Sheets 24 G 600 200.40
(Cold Rolled) 26 G 600 204 .50
G 1000 207.95§
5. G. P. Sheets 24 G 731 213.40) including
zg(G; 1000 zzx,oo} packiag ::.i:
2 1000 224,40 ges
30G 200 241.00 woom skids

The other terms and conditions as laid down in the letter order
quoted above remain unaltered.

Yours faithfully,

Sd/- (S.C. MUKHER]JEE)
Dy. Iron & Steel Controller
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(1 N' i of Steel, Mines and Fuel (Deptt. of Iron and Steel)
ew i.

(2) Shri B. N. Bery, Hir dustan Steel Ixd., 3, Fairlie Place, Cakutta.

{3) S. I. C. Sectinn Iron and Steel Control, Calcurta alorg with five
applications for issue of import lircence and five tressury challans
with the request to iss:e I/L accord'ngly. Validity period of
iinport licence to be indica ed a8 31-12-60. Bank Gusrantee
for 159, of total F. O. B. value has since been received from

the firm.
(4) Industries ‘B’ Section )
% Iron & Steel Control.
(s) P&A. O

(6) Stainlcss Steel file No. C/66/60.
Sd/-
(S. C. MUKHERJEE)
Dy. Iron & Sicel Controller



ANNEXURE 11
H.R. S. RAO Hindustan Steel Lid.,
2, Fairlie Place Calcutta-1.
ASSTT. SALES MANAGER (EXPORTS)

D.O No. SE[16-14/2431
asth October, z1“4,33603

My dear Mukherijee,

SuB : Barter export of Slabs|Ingots|Bloonrs in exchange to import of
fimished steel products.

I have to refer to your letter No. C/RKR (32) 60 of 7th October,
1960 addressed to M/s. Ram Krishan Kulwant Rai, Calcutta, copy to us.

In this conncction, 1 have to draw your attention to our letters Nos.
SE 248/2153 of 9th June, SE/24B 13817 of 20th June, 1960 and SE/4 of 26th
August, 1960 from which it will be observed that we have sold 5,000 tons
of slabs only to M/s Ram Krishan Kulwant Rai, Calcutta, ugainst their
various enquirics for Slabs and Blooms.

This confirms my phone conversation on date.

Yours sincerely,
Sdj-
(H. R. 8. Rav)
Shri S. C. Mukherjee,
Dy. Iron & Steel Controller,
33, Nataji Subhas Road,
Calcutta.



ANNEXURE 12
Bxtract of notes on File No. CP/|RKR|32/(60) of Irom and Stesl Control

Shri Rao of Hindustan Steel rang me up yesterday to say that we
have ssnctioned some barter deals in favour of M's Ram Krishan
Kulwant Rai against which they have not final'sed the export side as
yet. He als» stated that the firm has been pressing them for finalising
the export side on the plea that they have already been permitied to
import the materigls on submission of the requisite Bank Guarantee.
Issue of an import licence even on submission of a Bank Guarantee would
not be in order if the export side has not been finalised by Hindus:an
Steel. 1 therefore immediately looked up our papers to see if a1y such
irregularity has been committed by us. I extremely regret to point out
that the statement made by Shri Rao is subs:antially correct and that there
has been a rather serious lapse on our part in this particular case. The
facts of the case are briefly related below :

M/s Ram Krighan Kulwant Rai submitted on 28th March, 1960
(S1. No. 18) a barter proposal for export of 25,000 tons of Slabs, ingots and
blooms and wanted to import only stain.ess steel gheets According to
our prescribed formula, they were told that import of stainless steel gheets
would be granted only to the extent of 1 ton for every 100 tons of slabs
and ingots exported. The firm accepted this proposil vide Sl. No. 20.
Thereupon a letter indicating the terms and conditions under which
their barter deal may be a(gprovcd was issued to them as usial on $th
May, 1960 (SI. No. 21). One of the conditions indicated in the letter
was that the delivery, specification and price of the materials to be
exported will have to be mutually agreed upon by the firm with Hiadus-
tan Steel Ltd. On 6th May, 1960 (Sl. No. 24) the firm accepted the
terms and conditions and reques'ed us to confirm that they would be
permitted to import materials prior to export on submission of a Bank
Guarantee for 15%, of the total value of goods to be imported. We
thereupon made a reference to Hindustan Steel (S1. No. 25) asking them
to confirm that the export side of the barter deal has been finalised by
them and also whether an import licence could be issued. Without
finalising the export side of the deal with Hindustan Steel Ltd., the firm
submitted a Bank Guarantee for 15% of the import licence application
together with Treasury Challan [page 35 (a)/c.] Unfortunately, we
failed to connect these applications and the Bank Guarantee with the
carlier correspondence and S.1.C. Section was authorised to issus im-
port licences to the firm on the presumption that the export side of the
deal has been duly finalised by them. This was indeed a serious lapse
on the part of my assistant as well as on my part. It appears that the
firm has already imported some materials against these import licences and
T am checking up the exact position separately.

Although we are no doubt responsible for having failsd to chack
the firm’s proposal for issue of import licences with the ant previous
papers, the prim :? responsibility for this irregularity must lie on the fimm
itself. It was made quite clear in our letter of sth May, 1960 in which the
terms and conditions of the proposed deal was laid down that they must
finalise the export side of the deal with Hindustan Steel. They should not
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have, therefore, applied for import licence with Bank Guarantee before
finalising the export side of the deal with Hindustan Steel Ltd. Further
the import licence already issued to the firm clearly indicates that the lice-
nce has been issuea as per terms and conditions set forth in our letter of
sth May, 1960. They should not have, therefore, imported any material
against this licence before finalising the export side of the deal with Hin-
dustan Steel Ltd. In the Bank Guarantee which the firm hus furnished
they have clearly given an undertaking to cxport materials and we can
casily forfeit their Bank Guurantee for their tailure to export the materi-
als for whatever reasons there may be. We are not bound to requast
Hindustan Steel to supply the requisite exForting material to them and it
is for them to get the exportable materials from Hindustan Steel by mutual
agreement. I they fuil to do so, we can even blacklist the firm.

From the talk 1 had with Shri Rao it is quite clear that Hindustan
Steel is not going to supply 25,000 tons of slabs to this party to enuble them
to fulfil their commitment against this particular barter deal. We have
therefore to find ways and means to adjust the imports already made against
other foreign exchange earnings of the firm. Unfortunately Shri Kulwant
Rai or Shri Mailik of the firm who was handling this affair could not
be contacted. Shri Kulwant Rai is expected to be back in Calcutta
tomorrow. I have, however, told a representative of the firm that they
must stop all further imports against this licence and they should submit
proposals for adjustment of the foreign exchange which they have already
spent on the imports made against this licence. I am also issuing instruc-
tions to S.I.C. to stop issue of C.C.Ps. to this firm against all th»ir
import licences until they have given a complete account of their pending
import licences and have submitted acceptable proposals for adjustment of
the foreign exchange spent by them on the imports against these licences.
I may add that the firm has got a number of other barter deals as also im-
port licences as an established importer against which the foreign exchange
spent by them on the import of materials agairst this licence can be adju-
sted. If they do so we may let them off for this time with a severe war-
ning. As regards my barter assistant and myself, we extremely regret that
this lapse has taken place due to heavy rush of work and we beg to be con-
doned for this lapse. 1 shall take immediate steps to ensure that such
lapses do not occur again. At present I have been dealing with these bar-
ter cases with the help of only one Lower Division Clerk so as to avoid
delays. Infuture I shall have all these files sent up to me through the
Supdt. and Section Officer so that there is sufficient check exercised.

Sd.
(8. C. A‘UKHERJEE)
26.10.60

Controller.

It is most unfortunate that such a serious lapse should have
taken place in the office. We must immediately explore all avenues to see
that damage is repaired. As Shri Kulwant Rai is arriving in
Cal .utta in a day or two, we should prevail upon him to eurrender his
other un-utilised import licences of the equivalent value. In the
meantime, 1 find that DC(M) has aiready taken other precautionary
measures.

After we get a clear picture, we may submit a detailed report to the
Ministry. sd./

(A.S. BAM),
26-10-60.



ANNEXURE 13
RAM KRISHAN KULWANT RAI, CALCUTTA ’

Ocrober 29, 1960.
Ref | BT as

The Iron & Steel Controller,
3% Netaji Subhas Road,

Dear Sir,
Rx .~Your Barier Letter Order No. C|RKK (32)}€0 daicd §-5-1¢60

and amendment dated §-6-1960 for export of 25,000 tons slabs
and Blooms against import of steel materials.

Aguinst the above Letter Order, we regret to find that the Hindu-
stun Stecl Lid., will not be able to supply 25,000 tons of Slabs and Blooms
against which we have already imported the stecl materials. In order to
meet our obligation in caming the foreign exchange equivalent to the value
of materials imported, we hereby undertake to earn the foreign exchange
tg exporting all permissible items like Manganese Ore, Ferrous Scrap cic.

e assure you that we will earn the foreign exchange for the full value for
which imports have been made.

We shall submit you our detailed programme as to how we shall
be able to complete the earning of the foreign exchange, shortly.

Thanking vou,
Yours faithfully,

Sdi-
RAM KRISHAN KULWANT RAI.



ANNEXURE 14
Extrdcts of notes on File No. CP/RKK (32)/60 of Iron and Steel Control.

Rer. : Notes on pages 20 0 22 ante.

This matter was discussed by the Controller with Secretary on
2nd November, 1960 at New Dethi.  Shri K.N. Subbaraman of Hindustan
Steel was also present.  The circumstances under which the import licence
was issued to M/s. Ram Krishan Kulwant Rai against 159, Bank Guarantee
before they had finalised the export deal with Hindustan Steel was explained.
Secretary felt that there was no resson why Hindustan Steel should not
agree to sell the requisite quantity of slabs required by the firm for carning
the foreign exchange spent on the import of Steel. 1t was also explained
to the Secretary that the firm was willing to taking slabs and ingots avail-
able in stock at Rourkela irrespective of the specification and  analysise—of
this material. As Rourkela ha(rtllrge stocks of slabs and ingots which
do not conform to any standard apecification, Secretary felt that they should
welcome the proposal of the firm to accept materials from stock. He
asked Shri Subbaraman to issue immediate instructions to Hindustan Steel’s
Calcutta Office to finlaise the barter deal which was initiated by the Iron
and Steel Controller us far back as March, 1960. Secretary ulso desired
that a suitable letter should be addressed to the Head Office of Hindustan
Steel 1o give necessary instiuctions to their Calcutta Office for  making
all out effort to sell the unwanted stocks of slabs and ingots at Rowkela on
barter basis if cash sales were not possible

On 13th November, again this matter was metitioned by Secretary
to Shri Srinagesh, Chairman, Hindustan Steel and Conntroller also dis-
cussed the matter with Shri Shrinagesh in detail on the same day. The
circumstances leading to the sanction to the barter deal by Iron & Steel
Controller and import of steel materials by the firm was explained to Shri
Srinagesh and hc agreed to take up the matter immediately on his return
to Headquarters. In confirmation of this discussion the letter to Shri
Srinagesh at Sl No 79 was issued with copy to Secretary.

8d. (S.C. MUKHER]JEE)
17-11-1960
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APPENDIX Vi

Extract from the material furwished by the Hindustan Steel Limited vegarding
the case referred to in paras 4.39 10 4.52 of S0th Report of the P.A.C.
(Third Lok Sabha)

Reference Lok Ssbha Secretariat telegram.  Hindustan Steel Limi-
led replies on paras 4°39 to 4 52 of Public Accoums Committee. (We
are_snswering only such points arising from this paragraph ss  related
to Hindustan Steel Limited).

4 39

It is correct that chere was no such contract existing with the party
in the contract in dispute with reference to the sale of 25,000 tons of
Slabs reference regarding which was made by the Iron & Steel Controller
to Chairman in his latter of November 14. 1960.

4 .40

‘The only point with reference to Hindustan Steel Limited in  this
paragraph is whether Hindustan Seeel Limited had a contract or not.

Please sce answer to para § 39.

4 41
No. tomments.

4 42
No comments.

4 43

It s correct  that the [ron & Steel Controller took up the matter
with the Chairmsn, Hinduntan Steel Limited, in November. (1960, vide
his confidential 1D,0. letter No. C/RKK/(32)/60 dated Nov. 14, 1960. This
letter is already available with Public Accounts Committec and  has been

uoted in their report also.  Internal notings in this respect leading to
ahnirmm, Hindustan Steel Limited's reply quoted are being forwarded
herewith (ANNEXURE).

From the internal notings we had supplied it will appear that the
following considerations were in the mind of the Management:

(a) The non-existence of a contract with Ram Krishan Kulwant Rai.
{b) Our own inability to supply materials.
(c) Advantages of using the materials ourselves. and
(d) The advantages of cash sale.
Some points with reference to these issues are also covered by the
note put up to the Board of Hindustan Steel Ltd., on 30-8-1960.

4 4
No comments.



4.45 :
Notes regarding discussions at Dum Dum Airport were not recor-
ded. Only ihe letter of Chairman, Hindustan Steel Limited, written

subsequent to the discussions st Dum Dum Airport is available. This
hay been submitted.

$.46
As above.
4 47
No comment.
4 48
No comment.
.49 .
Subsequent letters received fron [ron & Steel Controller are placed
helow which spesk for themselves.
4 50
No comments
4 51
No comment.
4 52
No comments. Confidensial

ANNEXURE

Reference  Mr. Bam’s confidential DO No. C'RKR(32)/60 dated
the 14th of November, 1960, to Chairman

‘T'he important points are :

1) The Iron and Steel Controller  has 1ssued in the last so many
months & number of letters 10 various parties authorising barter
export of ingots and slabs. Out of thesc one barter deal of Rs. 25,000
tons of ingots for Apcejay Calcutta and one barter deal for 25,000 tons of
slabs for Amin Chand Payare Lal, Calcutta, and another barter deal for
5,000 tons of slabs for Messrs. Ram Krishan Kulwant Rai materialised.

It should be mentioned here that this  barcer desl of §,000 tons for
Ram Krishan Kulwant Rai has nothing to do with the case referred to by
Mr. Bamhere. The conclusion of these deals by HSL with these
Parties were dependent on the terms and conditions for export which the
parties were prepared to accept, specifications of the materialsetc At
the same time we had also deals with Messrs. Mannesmann for the export
of 12,000 tons of slabs and S&L. Calcutta, for the export of 10,000 tons of
ingots both on cash basis. The cifficulties which Rourkela encountered
in the fulfilment of these orders are well-known namely, shorwage of ingot
moulds, heavy rejections, lack of handling and loading capacity etc.

In the circumstances, it was decided to gow slow with the booking
of further orders whether for barter or for cash, When this was done
Messrs. Mahindra came to us several times insisting that a barter deal
for the export of ingots/slabs sanctioned by the Iron & Steel Control
Office should te put through. We had great difficulties in telling them
that we could not agree to that. D(F) is aware of the background.
Other parties also took up the matter with the Calcutta Sales Office but



®
did not come up o Ranchi. Recemiy a few days sgo Mr. Sanyal
. Joha Ridley & Sons, came up with exactly a similar case
also showed us letters of credit opened bty the foeign pertics
requested us to allow the deals to be put through. is also we did
sgree to since the other parties would have racked up their cases.

-3

In the circumstances in the no-mal course the-¢ is no case for us to
sccept a_barter deal at this stage for 35,000 tons of sisbs ingots for
Messrs. Ram Krishan Kulwant Rai.

Mr. Bam's statement that the Iron gnd Steel Control did not check
up the position and an impo 1 licence was iesued to the firm, is extemely
serious. It is s g-ave omiceion on the part of the Steel Contol. The
point, therefo.e, 1 wo ld like to cmphasise is that a situstion has been
crested whe.cby there is no provision for expot againet import , pri-
marily due to the negligence of the Iron and Steel Control O ganisstion.

Mr. Bam has also stated thit he 1« not aware of the ressons of
inabil 'ty of HSL to rupply the reouisite quantities of slabe ingots to this
y. This is very su prising since Mr. Bam hax been p-esent <t all the
isiton Committee mretings where the representatives of Rourkela have
repestedly pointed out the various teething tro.b'es the P oject has had
to go throuzh a: mentioned above. Even today Rou-kela has not com-
pleted the o.ders for ingots on account of Stewarts and Lloyds.

The accumulation of la-ge quantitice of slabs and ngots at Rourkela
sre principally the result of over-rolling and heavy rejsctions ageinst the
Muanneemann and S & [. o-ders. This is a situstion, therefore, that has
arisen recenily and wae not in the pictu-e when the Steel Control gave
the import licence to Messrs. Ram Krishan Kulwant Rai without con-
sulting HSL.

M-. Bam's statement that the firm has confirmed that they would
be willing to accept slabs ignots (irrespective of quality and ana'ysis in
stock ut Rourkela) is not correct. The party has mercly stated that
HSL is in pocition to offer slabs and ignots apart from their standard

ification wh'ch they are willing to export. They have to clearly
clarify that they are prepared 10 take offgrads ignots slab lying in
stock. They may do so but they have not done this yet.

On the general question of disposal of slabs ignots, we have
got cash offers and we can continse to getr ca-h offers. Barter deals
sre always artificial transactions and we have found they create more
complications for u« and we get into difficules with customers also.
Often we are wotally at the mercy of the customer in regard to extension
of delivery terms etc. It is also well-known that the barter business
particularly of export and import of iron and steel is not exacily an
straight-forward business in this country. Based on this the Cakurtta
Sates Office and myself fecl that we should now get out of the barter
business unless it is unvoidable and stick to cash sales which is the
normal commercial way of transacting business. We are coming into
the stage of finished producte and the sooner we get out of barter the
better for us from the long term point of view of export of plates, coils.
strectural erc.
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However, in this particular case we may offer the slabe Iving in stock
at Rourkela irrespective of anal veis and <zex and other Jimensional toler-
ances o Ram K-i'hat Kulwant Rai as a bartes Jeal av reguested by the
Iron and Steel Controller, on the clear understanding that this s being
Jone priacipally to honour a commitment nade by the Steel Control and
not because we wish to Jdo <o

Ac regards ingots o stock, most of these are already  commitied
to Amin Chand Payare Lal against the pure barter import of strips for
the pipe plant which HSL, v puting through on ity own. Unless the
tonnage of strips 1 reduced.  we  cannot possibly offer ingots o
Kulwant Rai. There v a further complication in that R itself ¢+ not
sure of its stock figure,

S -SUBRAMANTAM
1O 11 160
D

Discussed with DiF: 1 have spoken 1o CCTM He will send
his comments through Mr. HRS Rao who will be bere on 23md on s

behalf. M- Bery v unable to attend HOP mecting on 230d due o
personal dithicultics My Ruao will atterd.
Sd - SUBRAMANITAM
Ay
Please pur up dintt reply as discussed
SN GO DER
26RO
Dratr put up as desired
Sd - SUBRAMANTAM
E B
Drp
A dratt v pliced below for Coairman's  approval  with reterence
o PUC T and 1!
Sdi- NGO Dk
2611 .60
Chairman

May issue a. amended. if vou agree

Sdl- T M. SHRINAGESH.
26 1)
DIy

Sd- NG Deb
26 11

148S (M) LS—s



APPENDIX VII

Copies of the correspondence betsoeen the Secretary, Mimistry of Iron & Steel
and Shri S. Bhoothalingam

Copy of D.O. letter No. SEC/1&S/66-347, dated 6.8.1966, from Shri
T. Swaminathan, Seccretary, Ministry of Iron and Steel, to Shri S.
B}mmhllingam, Secretary rtment of Economic Affairs. Ministry
of F inancc

| send you Ferewith copy of a Ictter which | have just received from
the Lok Sabha Secretariat

2. Kindly let me know in due course, whether you wouid wish 1o
submit any memorandum to the Public Accounts Committee.  If you do
and require any facilities by way of papers ctc. to refresh your memory,
please let me know

[T

Copy of DO letter No. SSEA 1880:66. dated 6.5.1966. from Shri S
Bhoothalingam. Sccretary, Department of Economic Affairs. Minis-
try of Finance. to Shri’l Swaminathan. Secretary. Ministry  of
Tron & Steel

[ p——

| have just received your 1) O No SECY/I&S:66-147 of 6th August
1966 with which vou have enclosed copy of a letter reccived by vou ufgn:m
the Lok Sabha Secretariat

I notice from procecdings i Parliament  that Government have
transmitted to the P.A.C. their comments on the fourth chapter of the
Fifiieth P.A.C. Report which presumably includes Sections dealing with
the observations about me and that C&AG's commem: have also come
before P.A.CC. | would be grateful to have copies of both in order 1o
enable me to make up my mind ¢n the question posed in the letter from
the Lok Sabha Secretariut.

i ——

Copy ot DO letter Noo SEC &S 66-34y. dated 6.8.1966, from Shri
T, Swaminathan, Secretary. Ministry of Iron & Steel, to Shri S,
Bhoothalingam. Sccretary. Department of Economic Affairs, Ministry
of Finance

v v—

Kindly refer to your D.O. letter No. SSEA 1580 66 of 6 August.
1966, regarding the communication received by me from the Lok Sabha
Secretariat.

I enclose a copy of comments of Government in the Ministry of
lron & Steel and of the Comptroller and Auditor General of India which
have keen sent to the Public Accounts Committee.



MOST IMMEDIATE Economic Secretary
1AL Ministry of Finance

NEW DELHI
D.O. No. 1610-5S8EA 66 9th August, 1966.

My dear Swamunathan.

1 thank you for providing me a copy of the Government's submis-
sion to the Puhlic ounts Commictee in respect of Chapter 4 of ity
Fiftieth Report and a copy of the comments of the Comptroller and
Auditor Genera! thereon.

2. To bhepin wath, 1 should like to cxpress my thanks to the
Chairman of the Public Accounts Committee for indicating that I could
place before the Committce a memorandum, if T wished to, in this can-
nection. My thanks arce all the more since I am aware that the Commit-
tee usually proceeds on the basie of audit paragraphs provided by the
Comptroller and Auditor General and has discussions at its sittings with
the Secrctary pro rempore as the authorised representative of the concerned
Ministry=und 1ot the officer who at the time of occurrence of the trans-
action in queston functioned as Secretary==who explains the view poim
of Government in respect of the matter concerned.  That the P.A.C. made
in its Fiftieth Report (paras .4.39 to 4.52) certain observations about an
cvent that took place when I was Secretary of that Department and that
these were baced on the views offered not by me but my successor in
office wavy something that I had regarded as quite in the normal course.
I say this to indicate my full recognition that it is the kindness of the
Chairman of the Public Accounts Committee (rather than any necesaity)
that has led to vour question whether I want to place any memorandum
before the Committec

3. In the present case, the Public Accounts Committee has drawn
certain conclusions which are embodied in puras 439 to 4 52 of its
Fiftieth Regport and the Government has alrcady offered its commenty
theccon in para 32 of its Memorandum o the P.A.C. dated 19th July, 1966.
I also note from the enclosure to your letter (i. c.. the letter from the
Lok Sabha Sccretanat No. 2/1/88-66-P.A.C. dated 6th August. 1966) that
the Lok Sabha ha directed the Committee to consider Government's
reply in so far a. 1t concerns the then Secretary of the Department of
Iron & Steel.  Since st in at this stage that the Chairman of the P.A.C. hax
asked you to enquire from mc whether 1 desire to submit any memoran-
dum in this connection, it is logical and appropriate that any comments |
may submit <hould be with reference to Government’s reply.

3. 1 have, therefore, carefully read the contents of paragraph 32 of
the Government's submission to the Public Accounts Committee dated
rgth July, 1966 where Government has dealt with the observat.ons in the
P.A.C’ .« Fiftieth Report relating to my role as the then Secretary, Depart-
ment of Iron & Steel.

s. ‘These obscrvations would seem to fall into three parts.  First :
that, when the mistake (of issuing a pre-import liceice 10 a certain party
without verification, as was required. about the existence of a firm export
contract with HSI. or a foreign buyer) was brought 10 my notice, 1
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“acquicsced” in it. Sccond : that when discusions ok place st Dum
Dum sirport between the Chairman, H.S.L, the Iron & Stcel Controller
und myself about this matter, 1 kept no record of it.  Third : tha' | made
g{erulafn comments that went agains¢ a view expre.ed by the Chairman.
OS- . N

6. Government. in s renly, has ponted out with refererce to il
first observation that nothing 1 d+d constituted * acquie cence” in the
mivtake;: it has pointed out that there wa no reason for me to s ume
that approprigte action would not be taken within the Jron & Steel
Controller's office regarding the reponsihility for the it take, even mose.
it has pointed out that 1 d'd take action as was due in thee public inturest
10 rectify the con requences of the mistake on the fore gn exchage - tuation
of the country by trying to locate and ecure commodities from H.8. L. for
export by the party concerned.  On the sewond observation, GGovernment
has pointed out that adminisgrative practice was satisfied t+y the brnging
10 record in official files. with ro undue detay, of the gt of the di cus-
sions at the airport.  On the third  Governmen' ha in offect conciuded
that both the Chairman, HSL's remark and mine were with reterence ©
the commercial consideraticn: regarded pertinent at that ume and d'd
not bear on the conduct, antecedents, or other aspects of the private firm
concerned. It seems to me that in all these conclusions. av embeodicd
pam 32 of its statement 10 the P.A.C. the Government has put the matre
in the proper perspective

7. [ also note that the Comptroller and Auditor General b clearly
stated that the final conclusion reached by Government in the ot sub-
paragraph (of paragraph 32) is in the nature of administrative judgment
and that he has no comments to offer

K. In theie circumstances and in the context 1 which vou have
made this enquiry of me, | have nothing further 1o av on the contents
of para 32 of the replv submitted to the PA.C by Governmant on 1gth
July. 1966.

9. 1 would, however, like 10 make one other submisaon for cons:-
deration. I note that para 31 of the Government's reply indicates that
Government contemplate the appointment of a Committee 10 enquire
into certain other observations conwined in the Fiftieth Report. That
the observations relating 1o me have not been included in the purview of
the proposed Committee and that Government has expressed finitive
conclusions on the observations relating to me in that Report are matter-
that should normally be, and are, of gratification to me. However,
the developments that have iaken place rince the submission of
Government's reply on igth July, 1966 lead me to respectfully request
Government that. in fairness to me. the P.A.C’s observations relating to
me (in paras 439 10 4's2 of the Fiftieth Report) shou'd also be placed
before the proposed Committee for its enquiry. [ have no doubt in
my mind that such a Committee, acting on appropriate cvidence, will
only sustain Government’s conclusions and will establish that ary action
Iwok in this regarc as the then Secretary was boma fide and in the
public interest.



10. 1have nothing to aid, in the present context, as a separate
memo sndum for submission to the P.A.C. Iwould however suggest
for yur consideration that, if Government agree, this letter may be
placed before the PA.C.

sY‘;'}urs sincerely,
S. BROOTHALINGAM

Shri T. Swaminathan,
Secretary.

Ministry of [ron & Stecl.
Udyog Bhavan,

New Dethi.

1488 (tii LS






