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INTRODUCTION 
I, the Chairman of the Public Accounts Committee, as authorised 

by the Cammittee do present on their behalf the Sixtieth Report on 
para 57 of the  Audit Report (Civil), 1968 relating to the Ministry of 
Hdme Affairs, regard~ng excess payment and avoidable expendjture. 

2. The A u d ~ t  Report (C~vi l ) ,  1966 was laid on the Table of the 
House on the 15th March. 1966, The Public Accounts Committee 
considered this para at  thcir sittings held on 20th July, Sth, 10th 
and 18th August, 1966 

3. Minutes of the sittings of the Committee form part of this 
Report (Part 11.). 

4. The Commit1t.c rons~dtwd and approved this Rcport at their 
sltting held on the 2nd November, 1966 

5. A statement showing t h ~  summary o f  the mam conclusionsl 
rwommc~ndations of the Committee is appended to thc Rcport 
(Appendix 11). For facility gf refcrencc these have k n  printed in 
thick type in the body of the Report. 

6. The Committee place nn record t h e ~ r  apprwint~on of the assist- 
ance r ende r4  to them In thcir rxam~netion by the Comptrollcr and 
Auditor General of India. . 

They would also like to express their thanks lo the ofFlccrs of the 
Ministry of Homo Affairs and External Affairs for the co-operntion 
extended by them in giving information to the Committee during 
the course of evidence. 

R. R, MORARKA, 
Chairmorn, 

Public Accounts Committee. 
9 

- 
*Nor printed Om cyclontykd cupy hid on the Tnblc of the HOUK 8Ni fit copim 

placed in hslirmcnt Library. 

(v) 



INTRODUCTORY 

E r c c s  pgment and nt:mdabZe ~qwndittrre-para 57-page ti3 of 
A d i t  R-rt (Cwt l ) ,  iQ66. 

, Regular and orgnn~sr~l  n~r-lifting of supplica for NEFA can be mid 
to have begun from thr yrar 1951. Prior to this ptlriod during the 
Second Wnrld War bctwwn l93%--4!5 sslipplirs had been airlifted )o 
some extent by the Royal Air Force. 

1.2. During thc year 1950, a scvcrv disrupted land 
cnrnm~~r~~catlctns and grtbwt majority of thc trdministri~tlv~ centres 
and outposts 1oct.otrJ i n  the nrvn, w r w  rut off from the plnirla of 
Awam. To mwt  the cmt rgent situalion arising thcrcsfrom rdief 
opcratlons hnci to bc (1arriuyJ out by air-llftlng of cs.uc?ntial supplies. 
Later, thrs arrungtvwnt of airlift of stores had lo be continucdnon 
a regular basis from thc year 1951. 

1.4. Undrr the Fourth F ~ v e  Y w r  Plan thch r o d  constxu:tion pro- 
gramme whcn rompirti?d, is llkcly to tmng down the numbcr of 
administrative ccntrrs and outposts, unconnected by roads in NEFA 
to 62 and in Nagaland to 31. ?%us w e n  after the successful exccu- 
tion of the Fourth Five Year Plan there would be about 93 centres 
and outposts supplies to which would continue to be sent by air. 

1.5. Initially, during the year 1950, the air-supply operations had 
been carried on by the Indian Air Force. By January, 1951, aircraft 



of Mrs. Air Service (India) Bombay and Airways India were brought 
in. The Indian Airher  Corporation had aim operated for the 
Adminirtratrcm for making supplies la NEFA and Nagalamj uem 
upto the pttrlod mdrng 31at March, 1960. Since 10th May, 1980, a 
ptivatt company has been au-dropping the supplies to the azwu 
under a contract with the NEFA Adminfstration. 

1.6. The airlift upcratrms have thus t3c?cn performed for the last 
several years by varlouii agenctes on diffemt terms and conditions 



AWARDING OF CONTRACT FOR AIR SUPPLIES TO NEFA AND 
NHTA AREAS 

2.1. The Director of Supply and Transport, North East Frontier 
Agency entered Into a contract on Mny 10, 1960, with a private 
limited company for air-lifting air-dropping of stores in North East 
Frontier Agency and. N.H.T.A. areas. Prior to the signing of that 
contract the Indian Airlines Corporatm had been dulrrg the job and 
their mntract came to an end an thc 31st March, 1960. 

2 2  Durinq rvidcncc the Commtttct* were ~nformcd by a rcprcb 
sentatwe of the Ministry of Home Affairs, thnt towards the beginning 
of the year 1c3130, the NEFA Adnmlstra:ton werc finding diPRculties 
m nlr l~ft  operat~cms ~n thcir areas. The load of alrlift operat~olu 
had ~ncrttascd with the estubllshment of additional posts at various 
points. The supply position, due to famine In certain areas, had also 
deterlorated The hd ian  Airlines Corporntton were not only un- 
able to carry add~t~onal  supplrtSs but wena also finding ~t dimcult 
to fulfil their cf~mmltments. They were expccted to maintain four 
Dakotas for these opcratlons, but thcw were h y s  when, due to cer- 
tam dcvclopmcnts, there was only one a~rcroft  available. 

2.3. The NEFA Administration, the wltncss strttcd, therefore, 
approached the Govcmment of Indla on the 5th January, 1960 re- 
questing them to arrange four more Dakotas either from the Indian 
Airl~ncr, Corporation or the Indian Air Force, to enable them to meet 
their rcqumments. On the 13th January, 1960, the NEFA Adminis- 
tratlon telegraphically requested that the Indian Air Force bc oskcd 
to augment the Indlan Airlines Corporation o p r a t ~ o n s  to lift 150. 
tons required to be put up immediately. 

2 4. On the 9th February, 1960, the witnee added, a discussion 
was held in the Ministry of External Affairs. The representative 
of the Indian Airllnes Corporation, who was present during the dia- 
cusslon, stated that with their available rtwources, it would not be 
posy~ble for the Corppratian to accept the entire commitment. He, 
however, informed the Government representative that he had talked 
the matter over with the Chief of Air Staff, as a result of which, it 
might be powible for the Indian Airlines Corporation and the Indian 
Air Force to accept this responsibility jointly. But for that pur- 
p a ,  he desired that a long term contract say for five years, for the 
&lift of supplies to NEFA, be entered into. 



2.5. T)rC Ministry's rcpnrentstive, however, felt that the a h  
view, of the Indian A~rliner Corpat.tmn d M a i  was n d t h ~  
'&finite expression of their inability' nor an 'acceptam of their 
cepecity la perform'. Durtng the discusion, the  representative of 
thc Indian Arr Frmc, the witness dklc)scd, had stated that they were 
not In a pmftion to un&rtakc the rqmnsibility. 

2.8. Thc Commtttce enquired what was ths  result of discussinn. 
The witness sta:cd that no decisron war takrn at the mccting. The 
witness nddcd, it war a continuous procevrr of d.sm9yion between the 
Mtnlrtry, the Indian Air l~ncs  Carpamticm and the Indian Air Force. 
It was og n rtwult of tho* p r s o n a l  d!scuss.ons that the Government 
of India informed Ihr NEFA Adrnm~slrottan on 9th February, 1960, 
that they had been able to persuade thc Indian Air Force to place 
four of thctr nircraft for awlift operations and also the Indian Air- 
1inr.s Corpwnt~on to man restart* the full complcmrnt far  airlift 
operotrons In NEFA. 

2.7. The Cctmmrttcc 1ht.m askcd whcthrr the Government saw 
any d~lltc.rrlty on ttw part of the Indian Atrlincs Corporatmn. The 
wltncm slntcbd that the "d*fnrultira wcrcn cnntinuing and we had heen 
ru?rn!ndin&: thcm a t m ~ t  thr backlog" Rscklcrg, he added, had accu- 
tnuli~trd upto 1238 tons by the end of March, 1960. 

2.8. The Srcrctnry. Home Affairs, summing up. referred to the 
dimcult IPS of Ind~an  Atrlines corpl>r:itinn nnd s nt r .4 :  "Thw ex- 
pr~wrnd t lwr  dlfll wl:ttv cvrn at thc mcrting on t h r b  9th F'ebruary, 
nnd ttp:irt f r i m  w h ~ t  thry mrd. thcw was th r .  p c ~ r r o m n n c  tA aver 
r n w l h s  which was not sntisfnr:ory" He ~ d c l ~ ~ i  cllnc. n *  thr 9th Fcb- 
runry, mwting tlrcy had explained that thrv co:r'<l dr7 wmothing 
only w ~ t h  thv conpwntihn of thc I n t t i ~ n  Air Fnrw n u t  !he Indian 
Air Forcc rcprtwntnt!vt? had exprrssfd tnnhil!ty 14 +)I- IAF tn n v i s i  
thr Ind,:in A . r l ~ n w  Corporation In the - I  T I  Ind~nn  
Arrlinrs Corporatlnn rcprcsentntive had, howcvc.r, promised to lct 
Grrvernmcnt k n o w  firmly w,th;n fortnight whetht~r- I l~diart ,Air!l~>ts 
Corporation could continue the existing r r~pon~rht1i 'y  A i  1 ? ~  d'd 
not do t h t  in timi. h t s  wn.; rcnlindctf oblrut t b? t  Eve:ltun?ly. in his 
lr*tttrr d n t d  thc 21st Mnrch, 1960. hc informed +hr Gcwrnmrn! a b w t  
thclr dwindling xcsourtcs in reglard to pilots. aircraft ctc. and finally 
stated that "n thc clrrumstnnces I wgrr.t that we are  unable to accept 
the airlift commitment of 12000 tons during the year 1960-61, and 
we must perforce withdraw from supply dropping operations as 
as, you can relieve us frnrn that.' 

0 

29. The Committee were- informed that in consequence of the 
above! situation, when the Indian Airlines Corporation had expmssed 



tbeir mability and the fndian Air Force war not in a position to help 
and the further fact that the existing contract with the I.A.C. war 
due to expire an the Slst March, 1960, with the b3hkiog accumula- 
ting and the m o w n  approaching, arrangement had to be ma& 
quickly to meet the situation. The Government of India themfort?, 
on the 24th March. 1960, wrote to the NWA Administration snytng 
that it had been decided that the Admin~stration shauld float t e n d m  
and invite quatations far airlift of 13,400  ton^ for NBYA, NH'l'A 
and Assem R~flcs. I t  wtrs also instructed that a clause might be 
pruvldcd In the tendw to increew the ~ l r l i f t  by another 600 tons 
subject to a month's trot tc-e for unfnrcswn requlrcrmnts. 

2.10. The Comndttm feel that it is mast unfortunate that the 
Indian Airlines Corporation, which is a public trndcrinking, had not 
R 4 V a l  careful conridemtiolr to a nrattsr af vital importance i.a., 
supplying stores to the civil population living in remote and un- 
cor~nected areas and to Alwsm Rifles; on tlra other hand they crllowed 
the becklog to accumulate. 

2.11. The Committee are not happy with the manner in which 
the Government of India dealt with the matter. Whcn Indian Air- 
lines Corporation and Indian Air Force had agrcrtl in Fchrunry, 
190 to meet the inlmcdiatc rcquirments, perhaps it would not havo 
been djfRcult to percit~adc the Indlnn Airl;new Cnrlrorntirw to canti- 
nuc the ojwrations with the asuirtancc nf Indinn A i v  Forvc, which 
the Clhicf of Air Staff hnd alrrndy prorniucd. Thr- Commitfro ara 
also of (Ire view that the problem of nit l i f t in?' , l ir -r lrn~~r~i  iq  of stores 
in the NEFA and N. II. T. A.  nreas could nntl qhorrld h:wc hcen 
sorted out hy proper ca-ordinntiun of the Vinistrir, conwr~r td  in\tr::1<1 
of allowing the matter to drift. 

2.12 On t h ~  11th Apr 1, 1960, the. NEFA A ltn 111 r i l ~ r i r l  i ,$'u?d n 
ntltlce through the vnrluus ncwspapcrs invr'r 117 t n Iors fr m Ch'rrt- 
wed alr compan tsq agrn iw etc. for a~r - I~ i t rn f :  ; ~ r i t l  i~~r.dropping of 
approxirnateIy 11,!)0 tons uf ration and othvr c~cmmorlltir~r; in tht* 
areas of NEFA and ?;lITA for the penod from 14 bhy, 1930 to Blst 
March, 1961. The notxe was published In the  Tlmc!; of India o n  ehc 
2 n d  April, 1960. The notice of tender did not indlcate the maximum 
capacity per month required. The monthly requirements to be air- 
lifted were to be furnished by the Director Transport (NEFA Admn.) 
on the basis of demand of different authorities. The tender also did 



aot pmvide 16r any munest money or depolil Quotati- r e r e  tb 
v i t d  on mtcr for the flights in krmr of flying haurg dm In 
t e r m s  d cargo Liftmg. The tendners  were required to state their 
rbtlity to undertake the entire operation or a part of it. in the latter . 
c u t  the! maximum tmnage they could undertake was to be fndicat- 
cd. Sovrzr of aircraft wrth their number, types, ceiling heights etc. 
were to be specified. Number of aircraft which would be exclusive- 
ly svelisblc d u r ~ n g  the o p r a t ~ o n  of the contract for the commitments 
was to be mcnrrancd. Whcthcr they a d d  base t h e ~ r  aircraft at  par- 
t~culnr c;pwificd places and whcther they would be able to cany a d  
drt~onal tunnngc r f  $0 rcqulrcd, subject ta one month's prior notice 
wvrc also to be ~nd~catcd.  

Selection o f  AtT Company 
2.11). During evidfnee, the Committee anqu!rcd the number of 

p r t m  f r c m  whom tenders had been rccctvcxi In mponse  to the 
notwe. Thc wttn1lp.9 rcy~limi that the only tender rc.cc:t.cd was from 
the Company to whom the contract had been finally awarded 
On t w n g  e u k ~ d  as to how many cornpanics wcrc mtercsted and how 
many had takm the tender dixumcnts, the w:tnrsj stntrd that one 
othrr company had also rcspt,ndc*d Thry wrote that they would 
bc mtrrcstod to undc-rtitkc thp job only i f  strmc assur:incc was j p e n  
by ttw NEFA Admmstrntion In rcqpl-d t o  tht. I>i?~n16"1t of +omrb nut- 
atand~rrgs, frtun 1057-58, on occc~unt nf scmtx supply dropplng they 
had donc for the Adminlstratlc~n Tlic Cl~rnm~ltce wrrc ~nformed 
thut this assurtiflct? ww r w t  g i w n  Accortling :o rcvtrd. t h ~  1ettc.r 
was opened on 2nd May. 19Ei0, but thercb was nr::h>nr: fur!hcr mcn- 
t i o ~ d  in wgnrd tc~ that tcndcr 

2 14 In reply to further questions, it wns elicitcd that there was 
R thvrd company who had s t a t i d  tirat t h ~ y  would bc ~nterested if a 
'pcrrc~rd contract. I P contract for e longcr durstlnn was given. The 
Zorn ju~ny ,  t h . 1  wltness stated, had n : :I.,-ntionrd any part!cu!ar 
period in trrrns of years, but no nmplification of what term they 
dcsircd was obtained from thcm The letter was opmed on the 2nd 
May, but no further particulars were nn w o r d  

2.15. Chr being n-skai the  dates of rcc~!pt  of the letters and the 
tandcr, the wrtness stated that amordlng to the markings on the 
cnvelrrpe the letters were r~cc~vt:d on the 28th .4prll, 1960. There 
was no ind~cation when the tender from the Company to whom the 
mntracrct was nwardcd was received except that it was opened an the 
2nd May, 1960. It was, however, stated that the tender was dated 
30th April, 1980 and ncvMdinR to the letter-head it  was from Calcutta. 
The tender was delivend personally by a Company's representative 
a t  about 4-5 p.m. on the 30th April, in Shillong. In reply to a further 
question whether them was anything on the file to indicate when or  
how Ir was received thc witness stated that there was no such indi- 
cation. When asked whether any entry in a register was made .bout 
r ?  ~ a* -.*-I a-o..rrnm+r n r ( t m ~ ~ . s  m1m n,, wnlY 



7 .  
U S .  2 h  C d t h  us rrrrprtsd to asts that t h e  was no 

pr~pct system d mcoding the trcomiq dak In NEFA Adrnfnidrr- 
tkoa, even ia regard to ihc rbccipt of importaat documents like 
tenders. Tbe Cammittee feel that it is nccdawJr to introduce a 
prepcr system in this matter. If a system had k n  prescribed 
8irndy. the lapse in the present case needs inv&atiubr. 

2.17 The Comrnittw were infcmned that a lottar dated 23rd 
Apnl, 1960 had alw txvn rw.crnwd frtrtil thc Company earlier in 
which the?. had 11srul thc \vords 'as alrcndy pmpwd and discuuscd. 
The Cornrn~tttv drs~nul to know with who111 the Company had this 
discussion when t h r  knder nvtlcr itsclf was publishtd in thc papers 
only n day carlttsr i r * .  the 22nd April only. The witness replying 
stated that th r  n o t l w  was scnt to thv PIWET on the 11th April, but 
there was noth~ng on w a r d  as to thr person with whom the Corn- 
pan!: had a hscussron Nos wils t h e w  any wtnrd* to show, the 
witness nddcJ. that t tw "abovc statement of thc Conzpmy was' 
cvntredrctcd." 

2 18. I'hc above letter o f  ttic Urd and another 1ettc.r of 30th April, 
1 WO from I t w  Companv w c w  opnrd otr the 2nd May.  1960. 

2.19. The Air Company in their I s tbr  of 23rd April, 1969 written 
only one day aftcr the publication of ttw trndcr notice in tho news- 
papem, had mentioned of a di?ict&on they hu<l with the Administra- 
tion's official But the fact of the di.wwion hnd neither haon 
acceptcld by the Administration nor had the ~ t n t m n ~ n t  of the Com- 
pany about i t  h e n  contradicted. The Committoo are thus unable 
to under;tarrd the refercnm to a diwussion. It i s  not a lmr  by 
whom it was held and with whom The Cnmmittet~ arc howaver 
surprised that the repmwenlative of the Company hnd n discussion 
on this subject. This seems to indicate that the Company had a 
prior knowledge of this tend* which the other p a r t i ~  did not huvo. 

2.20. The bmmitt tu .  were mforrncd by the rcpresentRtivc of the 
NEFA Adminrstration, that the Ministry of C i v ~ l  Aviation were not 
consulted to ascertain the number of Chartered camers  in the 
country. On being askcd whether there was any partmlar rc?aIK)n 
for not doing that, witnew stated that as in icnrler notice only 
chartered carricrs were rntntioned, it  was presumed that only those 
who were competent to do that work would respond. The DCCA, 
the ~ i t n e s ~ s t a t d ,  was howcvcr rrcssoclated at the time of conuider- 
jng and deciding the tendem. p 

2.21. The Committee then enquired why, when the Administra- 
tion had received only one tender, it was not cmidered nemmuy 



or dcairable to ~nvitc tendctr again ar mnlte m e  other arrange- 
ment to get a cumparatively better offer and more so, when the 
General Manager. I .hC in his letter of 8th April, had intet&b 
stated am undcr 

"I hew dklicusped w ~ t h  the Air Form h e  pos ib i l i t~  of their 
hdp*nq nut with the Civil airlift while the IAC 'is short 
hnndcd. 7'hrir owrl commitmcntv to ~ h r  Army In NEFA 
and NHTA wr very cnnsidcrablr and they are dm 
cnp;.1g ui in dr ,j.prng supplies for t h ~  k s w m  Gnvcmmcnt 
In the M17.o Dtstrict. Even sosa, thcy are prepamd to do 
what they r a n  to wppitmcnt the IAC'i dart We have, 
thrwforc, m m  to a tentatrve arrangement whcrcby in 
t h c *  pcrmd !st Aprl  to 13th May thc  IAC will try to drop 
12M tttnv while the Atr Form Lakc: on 700 to 800 tons. 
hr iog  thr mrmwm thr IAC will nlm to  drllver 700 tn 800 
tans  pr month on it.!! own, but shou'd i t  tw unnble to do 
yo, t h r b  Air FO~CC will h ~ l p  i f  l t  cunn Thc IAC and IAF 
t n p t h v  rnn, 1 think, kccp Lht*  Civd A4wilri .:rat >on s u p  
plwd t I 1  thc rvnd of Septcrnhrr, prcwictrd of course that 
you rirc ngrccwbic* to this nrrangcnwnt." 

224. The Committee were informed that after I.A.C. had written 
r letter on 8th April, they sent another letter in whicb they stated 
that they had put up propasals to the Board.  gain" in a Mter of 



Osrd April (received oa 28th April) thsy ragumtcd 'in- in 
the brrdc rrta ftom R& 725 to  Ra 773 per hour with similar increaa- 
ed rates in dropping, and they also stated therein that they would 
be able to get things nrolving bcfore October. 

225. In reply to a specific quat ion,  the witncss disrclosod that hhe 
above quotation from :he I.A.C. was received on the 28th April, 1 seO, 
bcfore the opening af other tenders. A~ked further whether any 
effort was made to vertfy the claim made by the T.A.C. an the Air 
Force, the witncss rcpl~cd in the negatiw. He ndded that as the 
I.A.C. had stethi thnt thtv would bul able to mnkc avwilublu two air- 
crafts only and had expr&d  their difficulty a b u t  pilots, the Admin- 
istrat~on thought :h:tt i t  would not be pcmible to cnrry on the opera- 
t ~ o n s  w t h  h n ~ t t d  nrrrrnft. hlorcovcr, during the monsoon greater 
stocking (of ston.s) was rtquircd. 

2.26 The. Committee were ~nformccl in reply to a qucstion that 
the other company which did not submit any formal tender had 
stated that they hod no adequate capacity, but were willing to 
orpnive a unit to meet the requirements of the Administration, if 
no charterers in the country undertook the job and the contract 
was a 'period contract'. The witnck added "the administration 
felt that this matter would not warrant any furthcr delay. Thew 
tenders were dealt with by the Supply M v i s o g  Board and it wa8 
on the rrcomn~enriation of the Bcwd that the Administration took 
action. 

2.27. In regard to the third company, from whom a letter had 
also been received stating that they had a fleet of 7 Dakotas which 
they very much liked to put an the work, the witness stated that 
the Company had asked for an assurance for the clearance of their 
outstandmg dqes bcfore submitting a detailed tender. In their 
letter the Company did not give any quotations. 

2.28. The Company who submitted a farmal tender quoted 
Rs. 750j- per hour as their rate. The Combittee desired to be 
informed whether comparison of the rates quoted by the I.A.C. 
and charged by the Company who had undertaken the work earlier 
was made with those quoted by the Company to whom contract 
was given Anally. The Ministry in a written reply have stated: 
"No record could be traced in the relevant Ales of the Admn. to 
show that the tendered rates of the.. . .Airlines ' (P) LM. were 
compared with the rates charged by other companies that had either 
operated earlier or were operating a t  that time." 

229. In reply to a question whether IAC.  (a public d o r  vnArr- 
taking) was not considered for this job on acanmt of their facomc 



230. In the tender, the period af contract rspecided was ont year 
i.e., from 1st May, 1960 to 31st March, 1961 but actually the contract 
w u  awarded fur r period of thmr yclars. 

2.31. Durulg ev~dcnce, Uc Cornrn~t t~e  wanted to know teasons for 
awarduyf the contract lor three years, whcn initially ~t had k n  ad- 
vertised fen one-year only The w t n w  replied that i t  was done be- 
cause thc h a r d  had fclt that thcy should be s p m x i  rcpctatsan of the 
crillcnl atuation, In w h ~ h  thc Ahmistration was at that time. 
Rlurvovcr, sdvtrc of the D~rcctoj- General of C i v ~ l  Aviat'on was that 
i t  should be a long-tmm contract The Ctrrnpony to whom the con- 
tract was n w a r d d  as also the other compan:es had msisted on a 
Inngm contract. Another n8alstm was that from the Company select- 
ed ccrtain concmions like rcductim in the rate of abortive sorties 
fmm b. 400 to Rs. ,350 and frwyinp nights from Rs. 4 to Rs 3 75 paise, 
could bc had 

2.32. Thc Comrnt:tcv then enqu~rr.d whether the Adminutration 
were mtisficcl t h i t  t h q  were fulfilLng the requirement o f  the tender 
rystwn whcn thcy rhangcd the duratrnn of thc contract on thelr own. 
The witnws stuttvi rhnt the whole matter cwnsitimd by the Sup 
ply Advi-wry h a r d  and ~t should bc rrssumecl t!rnt the Board cramin- 
cd the rnntlcr with rare Whcn a5krtd further. whether there was 
any w o r d  ta indimte why the E3oard extended the period the witness 
gave no answer. . 

2.33. The Committee wanted to know why the tender was not 
, floated foll o longer period in the first instance and why the Admin- 

is tral~on felt later that il one-ycsr perkod was inadequate. The wit- 
ness stated that earlier ~t was done on a year tu year basis and at that 
time the companies were also willing to work on that basis, 

2.34. The Committoe asked whether the companies, which hkl ex- 
pmded willingness to quote on a long-term basis, were asked to 
quote again when it was decided to make the tender a long-term one. 
The witness replied in the negative and said that performance of one 
of the campanjes which had worked earlier was not satisfactory. 

2.35. The Secretary (Union Territories) of the Ministry elabwat- 
fnStthe.bavspointrtrtedtbutHtUvingregrdtothe~tiaan io 



whidr the contract was entered ~nto,  the inviting of fresn tenders for 
a three year cantract would have led to a time-lyt which might hum 
m a t e d  diiRcultit.s". But'the Administi'ation, he added, muld 
well have entered into a contract for me vcar and later on in the 
light of subsequent d c ~ ~ e l o ~ ~ ~ n t  have rukd for s long-range tender. 

234. The Committee corrnot but observe that the solution of an 
dr uxnpcmy for ur-dropping operations. wns dona la a hph-rd 
wnnw and the other two companies wNrh were wflttnff to under- 
t d t  tbt worf, were given a summgry disposal. Thetr latt trs 

without giving them due consideratim. They w m  not even 
asked whetber thcy a c r e  a g r m b l c  to undertake the work and whwt 
their rat- wwld be if the contract was for a p ~ d o d  of three Ymfl, 
instead of one year as originally a d v e r t i d .  

2.37. The Commit& arc also not convincd of the arffumcntr put 
forth for signing the contract for t h m  years whon the tendor notice 
stipulated only one ymr. If the intention wa3 to give a contrnct far 
three years, this point should hove been clarified at tho time of invit- 
ing tenders, in fairncm to othor compdtorr.  Alternatively, as ac- 
cepted by Ole Secretary (IT.T.), the Administration could as well have 
entered into a contract for one year and later on in thc light of nub- 
sequent development have asked for a long range tmdcr,  if cl)molutaly 
ncce~.uvy. This p i n ;  msurnm rpcdal itnportarrce bccnuw even the 
AirIinm Corporation and the I.A.F. wcre a(rkinf: for a longer term 
contract. ALw another Company had statql  in their reply to tho 
tender notice that they would be willing to undertake tho work if 
the contract period was a longer one. 

2.38. It is significant that even though the Govenunent knew that 
this need would rc,mdn with them for year to eoma thcy, for r e g . .  
best known to themselves, invited tenders only for one year. In the 
opinion of the Committee, this attitude of the Government lacked 
both imagination and justification. Further the decision on the part 
of tbe Administration to award the contract for 3 years inatead of 
one year, was  a violation of the sanctity of the tender ry-. 

2.39. When asked whether the worthiness of the oompanics which 
had sent the letters was considered vis-a-vis the company to whom 
the contract was finally awarded, the witness (NEFA Adviser) stated 
that the tender and the letten were considered by a Supply Advisory. 
Board on which the D.G.C.A. was alm represented. He added that 
there were two air companies which had worked for the Administra- 
tion earlier and a third company wae operating at that time. This 



Canp~ny had a contract fnnn 1959 fw tnnrportiae engineering nut+ 
rinlr for the C.P.W.D. in NHi'A The Admkrialtsticnr )wd thus expa- 
rimwe of the, performaasrer d two csmpanrer in addltioa to the one 
to whom the contract wru rwarded. 

2.40. Whcn eaked who were tbe owners of the company and what 
was their share capital, the witness replied that the Administration 
did nut enquuc about that but relied. on that point, on the expert 
adv~cc? of thr  D.G.C.A. repre6urntatlve, who war en important rnem- 
bcr of the k a r d .  The Administr;lt.on i h l f  dld not nuke my en- 
quiry in that r egad  The w.tncw howmw. added that in his letter 
to the D.G.C.A. on 18/19 April, 1960 he had infonntd him that  the 
main cx.~nsldmnllons for dec ding the contract were: the resources 
of thc tcncicrcrri and their cnpsbr17tics of doing the lob; types of air- 
craft; utillly value; ouitabillty trf the crcw; finance involved ctc- 

2.41. On bcmg po in t4  out tha t  the subscribed capital of the com- 
pany, to whom the ccrntr;lct w;l5 finally awarded was in 1962, 
Rs. 20,000, in 1863 Rs. 50.000 and in 1964 Rs. 1.10,000, the represen&- 
t ~ v c  of thc Ministry of Homt* Affa rs stated that if the financial re- 
sources wcrc m n m r n d  In rcbtroqwct "11 is mrnewhrst odd that such 
a company with n smoll prrid u p  capital should hkcr operated". In 
reply to u query whether thnt was not a m ~ t e r i a l  lapw to award mn- 
tracts worth crores of rupccs without ascertaining the financial posi- 
tion, the witness replied, "Nnnnally it should be done". 

2,42. It appears that the mad important aqmct of rlacting a pri- 
vate compuly for opsrsting s contract involving croroo of rapam vh. 
verificalion of financial stability m d  suitability of the cmpany hod 
thun been ignored in this a*. The Committee are unable to tiad 
d c i c n t  j d c a t i o n  for such action ocr the p u t  of the Adminldra- 
tion. 

2.43. The C d t t s c  are unable to comprehend the r e r r w s  which 
bd the Government to tbe contract with the privab air compu?rg 
initially for unbut.frfn(l work a m n w  ~ % a l n l ~  with ddmw 4 
tbe civUiaa popu1d.h ef %he Border areas. It is dl the mom reg&- 
-Me thrt such a anttract w.s signad witbouk 

(I) obtaining edvice d the D.G.C.A. op the working .L tb, 

hpuv;  



dtasr worked or wewe warking tot tbe N.EFA. Admhris 
tmtioa; 

( iv) having a and c o a s u W o n  wiih the I.A.C. and I.A.F., who 
had iafMmcd the ruthoritim much ahent of the opening 
of tenders and awarding the contract, their willingnw to 
undertake tlrc job: 

( v )  giving: an opporlunky to the ~ h c r  two m p d ~  who had 
responded to tlrc tender-notice, to r-quote if they dojlted, 
when 8 $rcision to awanl.thc contract for a longer period 
(3 years instcad of one year) had been takc~a. 

2.44. The Cmmi t tw  fccl that the opinion held by  the N.E.F.A. 
Adminhtrntion ahout the working and rnpncity of the I A.C. and 
I.A.F. was most unfortunrfc. The 1.A.C. hcing n public undcrhking 
and I.A.F. being incharge of the m u r i t y  of the country should hava 
b e n  relied upon for such a strategic jah, morc thnn m y  private c m -  
pany. Evcn assuming that the I.A.C. wcrc t.xprii*nclng certain in- 
aupcrablc dimcultic.?i in the matter, the b s t  course would hnvc bcen 
to give cr short term contract to a private party for six months or at 
the most a year, by which time a f in1  and satinfactory arrangement 
should have been arrived rt with the 1.A C. in consultation with tha 
1A.F. or in the altcrnativc looking to the iong period need, the 
Government shudd have h ~ f f h t  the rtvlrtired numbct of planes and 
created a special organisation for this important task. 

Kath lu  Committee Report 

2.45 D u r ~  np cv~dencc tht. Cprnmittee enqutrcd whcther the Kathju 
Cornmittre Rcbport, which was submitted in February, 1960, on the 
alleged malpractices and irregularitim ~ndulged in by thls particular 
Company had been wen by the N.E.F.A. Administration bcforc 
awarding the contract in May, 1960. They were ~nformcd that though 
Shri Kathju himself was on the Board which decided to givc con- 
tract to the Company, the Administration were not aware of the 
contents of the Rgor t .  I t  was dm s t a t 4  that even Shri Kathju 

,did not mention the contents of the Report to the Advisory Board. 
It  was in August, 1960 only that the Administration came to know 
of the investigations going on into the affairs of the Company, On 
an enquiry they were informed that there was no danger. of the 
cancellation of the Company's licence, except that they might have to 
suspend their 'operations far about a week or ten days. 

2.46. On being turther asked, the Committee were informed that 
no one in the Ministry of Home Affairs had seen the Kathju Com- 
mittee Rr?part, even at the time of renewal of the contract. 
1816 Ait LS-2. 



2.48 The ,Cornm~tt.w d m r d  to bc* furnrshid w ~ t h  t h e  figuses of 
tonnagc* r.aitrrnatcd to be dropped, actually dropped and rrquimd to 
be carned by the company under the contract during the pars 
IsRU-61 to 1965-66. The ~nformat~on  f u r n ~ s h d  by t h c  Ministry 1s 
aa follows: 

, J '954-65 la,000 15,256 r y , y a  (the company which was 
opcrating the contractj 

4.500 (another company) 

1yliS-6cr ao,ooo I 7.2 r 4 r 5 , p o  (the company which was 
operating the cantract) 



In regard to the above figurn, the Ministry of Hnmc Affnirs has 
stated as under: 

"Rnrn the abwc i t  will be seen that the tonnage achicvtd is 
lesser than that estimated in all the years except 196142. 
This shortfall 1s not attributtrblts to any dccmsed require- 
ments in thv ~ntcrrnr. At the same t lmr,  t h ~ s  cannot d w j  
bc attr,bu!rd to lrsscr capnr-itp of the Company since it 
win be* s w n  fmn~  the ubovc statement that the Company 
has in nln~ost  all thc years curried thc tonnclgc n l l o t t d  to 
thcm arcording to the corltr~rt If in <he pnwrss, certain 
storm tnc.!irdltlg fwd-stuffs tr)ulii not bc w n t  to thc interior 
of NEFA and Nrrgnlnnd, this c t ~ i l d  trot br. twlpt~ii In this 
cnnntvtwn i t  may bc 'statd that whtlr thc cstirnnttul ton- 
nagv 1s bnscti rm a l l  thc cwthorwd itt.n.ls of fotni-stuffs arid 
other ~tt~rns, during the courw of tht. ycnr ~t hrrppc*ns that 
thc c n t m  tbslirnattd quantity r m m o t  nlwi~ys bc* pr t~*ured  
in .  tmic duc 1,) scarcitws in tht* mrrrkct." 

2.49. Thc Colnrnittec regret io  note that the cstirndml tonnage did 
mt actunlly matcrialisu! despite the fact that it reprwented the actual 
nquircmentr as clai~ncd by the Ministry. This wms to indicate that 
the requirements ol the artrau wore not adequately met. Thc Corn- 
mitt- are also unnhlc to appreciate the rcwn given for non-procure- 
mcnt of the estimated buppll?u in time 



WORKING OF THE CO*YTRACT 

Security Dep081t 

3.2, Dur~ng cvldc.mrc i t  was s t n t d  that actually Rs 4 lnkhs 
, nnd odd was so hrld hut  the  money to be recovrrd from the corn- 

p n y  htrd not h v n  atijuslchd as tht- total of losscs t o  be recovered 
from the Company, had not bwn worked out 

3.3. The Committee arc not aware of the reawns for which no 
proper pmvinlon for a security deposit or eunc~t m e y  bad been 
madc in the contract They feel that a security deposit or earnest 
money for a contract of this nature? involvin~ transadom worth 
rmm af myccs and one relating to supplies to important border 
a m  should have been madc from the very beginning, particularly 
when they were dealing with a Company with small paid up capital 
.ad meagre financial m u m s .  

( i )  Exress payment af Rs. 0.75 lakh 

3 4 .  During the period from December, 1961 to November, 1964 
the Comyany was ptlid for 182 landing sorties to a certain place at 
retcs ~pplicsble for dropping sorties. This led to an excess pay- 
snmt of Rs. 0.75 Inkh. 

3.5. During evidence, the witness (NEFA, Adviser) explaining the 
o\rer-payment stated that between I961 and 1964 the Company had 



been pasd for arr-sorties Lctwwn two particular places, an the b a s s  
of the average time Axed for the flight in 1960 contract. In 1961, 
however, a landing ground had been bulit whereby the average time 
for a flight was reduced. But thc Company went on submitting 
bilk and receiving jx4yrnc:rts accordltig to the old timings, which 
resulted in over-paymcnt. TIir witntw added thnt the company 
which had been asked t o  rcfunci thc cx~u.ss amount had agreed to do 
so. Asked as to wht'n tht'  Con\pia11~ had ngrtvd to refund* the w ~ t -  
ncss stated that t h y  aqrrt.d t o  do so on thc day previous to the mccP 
ing of the Publlc Acct~unts Committee nn 10th August, 1966. 

3.6. Asked about thc steps takrn t o  prevent stich overpayments in 
future, all thnt thc IIonw Sccrctory could state was thr~t ' t h ~ s  is a 
case where somc*bdy was riot ~\lf!lc~cntly careful.' 

(ill Excess pnymetit of Rs 2.48 lakhs 

3 7. In resped of 242 scWor.i. mutead of calculating the avcrayc 
flying tlme b a d  upon the trmlng recorded by the Alr Tramc Con- 
trol in respect of thc IA.C./I .A.F.  and another company for the pur- 
pose of payment to the company, the Administration ascertained the 
flying trme d~rec t  from these Agencies In some cases, the flying 
t~me as recorded in the Air Traific Control reglstcr was much lower 
than that ind~cated by the agerwcs thcmsclves. Further, it was 
noticed that the awragr time of one of thc agencies was tnken arc 
bas~s for f ix~ng flying tlme for some wctors tvcn though the time 
tnken by one or the o thw o f  thc remalnlng agencies was lower. 

3.8. In addltmn. in Dcccrnber, 1961, flylng hours were Axeddor 96 
sectors. Out of these, flying hours for 75 sectors were based on the 
average timing of the company on the ground that the average flying 
time of none of the other three agencies was available. I t  was, how- 
ever* noticed that in 12 sectors, the Indian Airlines Corporation had 
performed flights and the average time taken by them was l e a  than 
that of the company. 

3.9. During,evidence the Cornmittw were informed that in accord- 
ance with the provision of the contract timing for a flight was laid 
down on the basis of earlier performance of the three companies; 
where performance of those companies was not available it had to 
be done on the basis of minimum time taken by the contracting com- 
pany. 

3.10. It was stated that the Administration was now compiling 
the average timings in regard to the l a t e  case and were revising 
the timine;e m far based on the average timings of the three corn- 

* 



3.11. During October, 1962 to March. 1W. the company operated 
45 sortrebi in one sector ~n whlch flying time had not been Axed. The 
payments were, however, made at R higher rate admissible far a 
wrtic in cr different ~"c'tor for w h ~ c h  flymg time had been fixed. 

I 

12 Whtv sttentdon of the wrtncss at the time of evidence was 
drawn t o  thc nbovc over-payment of Rs. 22.000, he stated thatnm that 
cnw i t  was lirn error on the  part at the  company. The cornpony had 
shown flights to n place dlffcrcnt from tha t  to which the actual Rights' 
hod taken place The place shown by the cornpiny in their bills 
being further away rc*riulteci In cxcess payment. The mistake had 
t w n  committed from t he  ymr 1960. (begmning of the contract) but 
c&c to the notice of Admin~stration ~n December, 196S i.e., after a 
lapw of nrorc th;w thrrw years I t  was stcited that the company 
hnd nccr*ptcd t hc  o v c ~ p ~ y m t v ~ t  imci agwvd to pay back. The witness 
stntcd thut thc Adm~rristrntton drd not s u s p ~ t  that there was any 
a t t m p l  on thv part of t h ~  company ? r ,  defraud ~ n d  did ncit mvcs t i~  
gc~tcr or ordw 311 lnqtnry as t o  why and how the  ovcrpnyments had 
t:tken plact., rind also did not call for nnyonc's explanation 

3 14. I n  rcply to n question as to  why Rr, 20,000 \ctw not deducted 
from the prlylncnts amounting Rs 96.95.410 made to thr rom- 
panv nftw thc ovcrpavmtwt cnmv lo  not~ce, the  wtness stated that  
the Company had dt4rcui that ~t shnuld bc done from certain parti- 
ctrlnr hills, which still had not been paid. Thc Home Secretary, 
thxprrsrr~l.rp his vicw stated that action to effect recovery should have 
htkcm t ~ k c n  pmmptly and at the earliest opportunity. 

3 15. The Committee are surpri.d that these overpayments audc 
from the public e x c h e q w  did not came to the notiec of Covemment 

, MI they were bmqht  out by the Audit. When noticed no eltort 
HIII made to inquire hG t&em md lavdigate th, ram bshlad 
t b .  T b e ~ i & f s s l t & t h b . r b e ~ r ( ~ m t b .  



3.16. Tho Commit- am rho of tbe view that the fimt atmilable 
opportunity should have b n  utilimd to dect the mcovarka d o m  
prumea'b from tlra Campmy instead of .Ilowhg it to d l m t  it8 
stlb.queal b i b  in full before adjusting ovatpaymenta 

3.17. To tbc Committee, k appears that a p c S . l  adtorts and vi& 
lance are n d c d  on the put of the NEFA Admintrtmtion to cansct 
the mattem and ensure that such lapses do not rccur. 

3 18. The Committee would recommend that o apaehl enquiry ' 
into a11 pad transactions, under the contract, he conducted forthwith, 
any rnirtakm committed brought to I i g h t . 4  those found rsaponsible 
for them suitably dealt with. 

Arwrdat~lr extra e.x-pc~r dtttire ( Rs. 10 Inkhs)  

:I 19 I n  D w i ~ m b e r .  1961, the Admtn~s t ra t~on  flxcd thc flying time 
for 74 iwtors 1111 thtr I K I ~ I S  of nversge tfvinl: t lmc taken by the cam- 
p a n > ' s  iiircrnft, dur ing  t h b  pvrtod from May.  1960 to Murch, 1961. The 
nr t~ le l  tbrnc* taken 111 !I~ghts performed in th rw acctors after 1)ecem- 
Ser, 1!%l w,i$, h o w e v w  much less. Dilrlng lM3-64 done ,  the com- 
pany ~ ( T I I  vcr i  pn!:mttnt for 1759 hours ;ig,~rnst the actual flyind time 
of 1239 h o u l a  of thctr aircraft in t h tw  wctors resulting In on extra 
cxpencill~~rc o f  Ks 3 '$0 lakhs  The) to*:il  rxtr:~ c~xjwmiiturc* for thc 
period frcrm Dcwmtwr. 1961 to Dccemtw, 1964 w w  cslimntcd to be 
a b u t  RF 10 lakt~s  

3.20. I t  was also noticed that in 74 wctors mcntirrncd above, an 
averaqe reduc!tion of a h u t  29 per cent was nchirvcd in thc actutil 
flying time after about 1 )  years of commcBnccmrnt of thr contract. 
I n  the case of 554 sectors where flying time for purposcas of payment 
was not fixed after .actual operation during an initial period, there 
has been no appreciable reduction in flying lime even after 3 years 
of commencement of flights. 

3.21. At the time of evidence the Committee were informed that 
the payment had.been made on the basis of time Axed in the contract. . 



Though the company had actually taken 1- ti=, then was no pro- 
violon in thc cwntraet to pay to the company on the basis of actad 
ttrne taken. 

3.22. Thr Committee then asked why in the light of experience 
the Adminu1ratu.m did not revise the particular clause, The witness 
stated tha t  "this was considered and we also had the experience earll- 
cr of tire Indlaq Airllncs working prior to lW." The Home %re- 
lary lrtatcd that i t  was safer to go by the average time taken by 
the Indmn Air Force or the Indian Airlrnes Corporation as there was 
no questlon of their bowing  more timing than what they actualb 
took. Since the average timings had k n  fixed in 1961, the con- 
trectrng company's pilots started quicker flights "possibly by dis- 
regarding some of thc aiitfctv regulahons" The Committee desired 
to %now whether on the basis of results and experience of the last 
fow years any other system could not be worked out for making 
payments to the company. The witness was not sure whether, 
within the tclms of contract, any change could be made. He how- 
ever agreed to analysis being mode. 

3.27 It wau also statmi by t h e  r rprwntatrvc of the Ministry of 
Externnl ARnrrs that In May, 1061 nvcrap timinp;~ were Axed on the 
bnsm of nvcrage timings of othcr campanles. If the Company took 
marc time becnusc of weather conditions etc.. it did not get any extra 
payment. On the other hand, if the time tnken was less the com- 
pany profited by i t ,  In the  1984 contract, timings for certain sectors 
were incorporated. For the sectors, where average timings of other 
companrcs wew not available, the actual time tnkm by the company 
was taken into account. The timings taken by the Company during 
the 1960 or 1963 cwntracts. whichever were more favourable to Gov- 
ernment, were taken into account. 

3.84. Tbc Committee f e d  that tbm was a noticuible and unfor- 
tunate lncum ia the contract in regad to Axinq of Wt time to vui- 
MU seetars and thb gave m undue advantage of about b. 10 hkb 
to the Campany in 74 urcbrs alonm in tbrss yc#ra Timc takm by 
the Company to places, for which no previoas timings were a d -  
able, &odd have baan reviewad OQ the brs& of &rt gear's e q d -  
caas .ad avuagm fixed for the pwpoms ot payment. 



3 . S .  In 242 sectors, where flying hours have been tixcDd on the 
bsrs of past experience, the time taken into a m u n t  was on\!: from 
'take of f  to  'touch down'. In respect of other swtors for which no 
flying time was fixed rn tho nbsetlcr of data from a pwrVdlng pcritd, 
the campnv has k e n  pad prov\shmc\l\y 11% terns of thca agrccrnent 
on the &is of the time actually taken 1r1 fl~ghts plus a taxi timc nt 
4 minutru in cases of dropping sortics and 8 minutes 111 cases of land- 
Ing sorties. The payments madr upto hlnrch. 1964 it~cludc R sym 
of about Rs. 2 lokhs on account of taxi time b 

3.27. In rcgard t o  thc sum of RS 2 lnkhs paid on a w n ~ n t  nf taxi 
time, upto March, 1964, the Cnmmittcv wcrv informed during evi- 
dcnce, that thc rntlrrb amount would. hc ~djustc;.d i ~ t  thc timc' of final 
settlement. 

3.244 The Corninittoe raytret that even after the lapse of 6 yc\am' 
period no fietiow effort had hcrn mndc to determine the actual flight 
timinjp in regard to r number of sector$ and paymrants on account 
of them arc still being madc provisiondly. 

Provis-ional Payments 

3.29. I n  reply to a question, the witness, during evidence, disclosed 
that from May, 1960 to June, 1W n provisional payment nt  Rs, 
1,62.69Ni9 had bwn made. k%kcd why the pnymcnt had k e n  
kept as provisional even though three contracts had been signed, and 
when i t  was hoped to finalise the'accounts, the witness (NETA, Ad- 
viser) stated that by next month (Seplembt*r, 1966) it was hoped to 
complete the Axation of timings of sectors where other companics had 
not opwated. The work in this connection had .been startrd in May, 
1966. 

3.30. When asked why was it not done earlier the Secretary (U.?'.) 
Ministry of Home Affairs, replied that the final fixation of timings 
had to be done on the basis of the provision madc in the 1964 contract. 
The 1964 contract laid down that the timings should be fixed accord- 
ing to the average timings during the first two periods.of the con- 
tract whichever was less. Hence the work on the finalisation of 
timings could only be started after 1st July, 1984. 

3.31. Asked as to what would have happcned if the contract had 
nut been'renewed 4 t h  the Company, the representative of the Min- 
istry stathd that to that extent there was a lacuna in the 1960 can- 
tract. 

3.32. It is most unfortunate that, as admitted by the witness, there 
was a Itcum in the 1984 contract in regard to the detannlnrtion of 



Unacknowledged rortien. 

3.33 Undrr a provis~on of the A g r c e m t  the Company had to 
makc KMI 10 Guvernment any lcrsses In dropping in excess of four 
p'r writ Thr Agrccnwnt also provided that the contractor's account 
woiild t.wl dr~iwn up for final settlement at t h ~  end nf each financud 
y CAr 

3.34 During twdtrrcc. the witness (Adv im to Governnwnt of 
Assram, NEFA) inforfntd the Committee that from thc ymr 1960-61 
t i )  1M5-46 thcrc were 985 unorknowlcdgnrl .sortla Their value was 
Ra f9,09,@7. Hreak-up of the a b w  mrtim was.-- 

Ycer No. Vdue 

- - -, . . 
335.  Askcd why tl.rwt3 sort ie  had not k n  se:tlcd a) far, tvhcn 

the m.ontrwt prt~vtdd  t ha t  this should be sct t ld  m'ery gear, the w ~ t -  
ne,us replied that ~t was due to various factors. The atabl~rihrncnt 
of thc Director of Suppiles and Transport and of the varioui centres, 
In the interior, which received the air-dropped stores needed to be 
strengthend. The stares. aftei  being dropped at locations, had to 
be checked and an account prepared. Thereafter an intimation to 
the Director of Supplies and Transport" had t~ 



be sent. The D~rrrctor of Suppiihi and 'Pranspwt being the despatch- 
fng authority hod to check end reconcile the figures sent to him by 
the dropping centres. 

3.36. The Committee then asked whether rt was not neccstkry to 
remove t h 3  deflc~ency in staff mnsrdrrirrg the fact that therc was a 
pm-ision to that d w t  In the Agreement and nlso that therc wcrt* 
rumours and complamts of stores being diverted for sale to some of 
the markets. The w h e w  stated that various measure had &n 
taken to expedite the matter and to tone up the system of acknow- 
lodgement. An accounts Officer had been put on the work. He was 
to draw up a yrrwtviure for entering corrtxtly the acknowledgements 
in the ledgers Tlwsc ctlorts had shown Improvements. Audit par- 
t ~ r s  were being sent to check the ledgcrs ctc. Snmc of the sorties 
were old ones and i t  took time to cheek them. The witness added 
that they werr r n a k ~ n ~ ' ~ r o g r e s s  year after year and hoped to clear 
the outstand~ngs ' w ~ t h ~ n  n month'. 

3.37. The Cornm~ttec, In reply to a query. wcre informed that in 
about Aprd and July, 1963, the Admintstratiuri realrscd that thcy 
were not  cunqAy~ng w ~ t h  tlic rcqu~rcmcnt of the Agreement. The 
IIomc Sccrvtnry, cspla~r~irrg the pwnt turthcr, sti\tc*rf thut thrrc was 
'no doubt t tiat t hv rv  wir.; I n x ~ t y  In tht* rnnttthr; thiat nrrirnguments, 
wtuch should h a w  bccn thcre all through, were not there.' Hc nddetl 
th:r: tfw arrnngcm,clnts were "eithw not adequate or wcre not work- 
I n s  wrl l  anti t i , r ,  I : t c * t  \\,I.., r 1 1 1 t  rccctgr~lsctl i r l  gord t lrw . . . . . . . . "  
111: i u r t t i v r  b i i i f t d  t i u t  cavcn after J u l y , ,  1gti:j thc p l l r f o I m ~ n ~ ~ ;  hurl not 
btvn whit  i t  should h a w  been and  11 u#as 'very unfortunate' that 
thc matter had not born dcillt with satrsfilctorrly. 

3 3 8  I n  r.t>ply to n furthcr qucry t h v  witncss (Secretary, U' l ' )  
stated :hat  i t  was no: that the Admlnihtrutlon was not itwarct of thtl 
ii1'hy In sctthng unacknowledged sc~rtic~s; it wa6 rather d u ~  to ! ! I $ '  
'madcquacy and lr~efficwncy of tho Or:;aniwt~on.' Spt~aking of thc 
progress now msdc, t t w  witness ciiscl~lreti that on 8th April, 1965 
the total number of unacknnwlcdge~l sortws was 2232, and in 1966, 
Irn that  date. !t was 9115 He assurcvl t h c  C'ommittec that in the 
next few months progress would hc! quick and  the matter would be 
settled qulckly. He admitted however, that ilrrears of 196041 " H a w  
not shown satisfactory improvement." 

3.39. In reply to a question, the witness stated that for every 
sortie, a load manifest was maintained which showed the items and 
their weight. Acknowledgement of stores from the location centrea 
etc., under the Rules, was supposed to be received within 48 hours. 



340 In rqAy tu a further question: it was stated thaf the lo=- 
account t l ~ d  not tnciude the  unacknowledged mrt~es Provisional 
payment in regard to the unacknowledgcd sorties had already been 
made to the Company. A s k 4  when the Admjnistratlon hoped to 
~ t t k  tht, matter, the witnCt+~ stated that it had been laid down that 
it should be completed by the end of September, 1966 and substantial 
progrrso rn t h ~ x  regard had already k n  made. 

3 41. The Commrttcc understand that during the pcrird upto 
March. 1964, a sum of Rs. 6.92 lakhs hod bcrn paid to the company 
as remuncrntion for airliftinglair-dropping charges of the unacknow- 
lcdgcd rrr)rtlcs worth h. 13 lakhs 

3.42. The Committee rcwet to note that dwplte a clear provision 
in the & r m t n t  that the nnrtractots' amount should be d n w n  up 
for ftul kcttlcenrnt at the end of L S I L C ~  financial pear this wan not 
done and there wan an accurnulntion of the number of "unacknow- 
hdgcd nortlcs". 

3.43. The Gnnmlttn however note the assurances given to them , 
during evidence that il had bacn 'laid down' that the account of 
unacknowledged sorties would be settled by the end of September. 
1986. The Cammittac would like to be informed of result adbicved. 
Caddcrrlng the inordinate delay in the mrttcr, they cannot refrain 
from obmnting that tha most important provirion af the Agreement 
had been ignored. 

3.44. The Committee canad appreciate tbt argument that hunt 
ot certain diMculth d d.d dc. the d n o w l c d g c m m b  could not 
be rsrcived even d t e r  few yeam. The stipukti@n in the Buks to 
a d  the adtaowladgemnnt &thin 48 bourn b very significant. The 
Committee are not at dl convinced of the rec~oas f o r  the fuhm to 
observe these rules. 

S.45. The Committee are .t a l a s  to understand bow in the ab- 
mas of such an account the Administration WRS abk b know tbt 
artsat to which it had met the damrad for stom and auppUsr d 
the remote a m u ~  Final wlStlsnrent of the recottnt at the end d 
GlCbyl~~ , thb- i~ f4111Vi f .1~~t tdfheA1FrCld l l lb t l t ,whhh 
they b o p  would now at lead be bmught upto date. 



3 46. The Commit tee note that in the Agreement following provi- 
sion was made for making good the loss sustained by thc Cntnpany 
during i t s  air-dmpping operatfons: - 

"The ~ontrz ic tar  w111 make good the Iosscs which the C;overn- 
mcnt may surtnm In dropping In rlsc.css of 4 (four) pcr ccnt. The 
p r r c n t n g e  of loss will bta cnlculntcd at the end of cnrh financial yeor 
taking into account the. tntnl gross wwght of th r  storm, ns shown in 
thc load man~fcst ,  and the total grew w e ~ g h t  o f  the storcs acknow- 
l c~ i tyd  as having w c n  rcorivrd by thc P o l l t l ~ ~ I  CWThr or his rcprc- 
vmtat:vc nt  :hta drirpp~ng zonc I f  !IN* loss thus nsscsscd rxcctbds 4 
( f ~ j u r )  pc.r txw: t i i  t!lc \rwght of tht' stort~s us :.hotvn 1r1 fht3 I(rim 
man!frM. any  cxcess ovcr the said 4 ( f iwr)  pcr ctlnl will In cnse o f  
P H C ~  t!em tw pr~ccd  a: rates relativr. ttwrrto and the amount so 
arrl\.r*d iat shall bc rcnl~sc*d from the contractor. Thc D~rcctor will 
ibt%~c! such rr.c.ovcbry of t hc said nmoupt from t he cofltr;~ctor twfrlrc 
r r l a k ~ n ~  final rcconc~llat~on payment In tcrms of thc contruc't. ?'he 
Govrrnmt*nt w ~ l l  p rov~dc  thin contractor with o copy of thr  schedulc 
of ratcbs os far as pract~cal lc ,  of the d~ffercnt cornmudr ties air-drop- 
ped on the bas!s of w h ~ c h  thtl losses will be culculatcd. In  cable of 
rrports r t c c ~ v r d  bv the D~rector  from an  ind~viduul Gropping zone 
regarlng rcwurring hcavy lowes tht* contractor will bta permitted 
to asccrtam the actual reasons for such losses through the Agency of 
the D l r t ~ t o r .  The C'rovcrnmcnt will also take prompt and decisivc 
action to ~ n v e s t ~ g a t e  into thc reasons for such lasses and may even 
suspend dropping tempwanly into thc purt~cular dropping zunc." 

3.47. During evidence the Committee asked whether a discrc- 
pmcy,  when noticed, in the stores despatched and rwcivcd, was 
taken up with the  Company, the  witness stated thut only when 
losses werc more than 4 per cent they were recovered from the  corri- 
pany and that also at the end of a year. 

3.48. The Committtv then asked whether it meant that oven if 
the losses were 50 per cent they could not be taken up till the  end 
of a year. The w~tncss  replied: 'if there is a bad case naturally that  
will be taken up', but so far there had been no such case. He also 
stated that as and when load manifests were sent, a monthly account 
from the other side was received. When thc Committee asked what 
was the  maximum percentage of loss suffered in any one sortie, they 
were informed that 'in fact the  Administration dtd not have a month- 
l y  account.' 



3 49. In a wnttcn* reply to a question whether c&#ks of 1- 
bclow 4 per cent are investigated or not the Minurtrl). of Home M a i r s  
hod ststad: 

"Whcncvcr atcrrer are dropped at drclppmg mnes a Barrrd can- . slstlng of local ofAcere inspcct the dor- and furnrsh re- 
port to thc hrec:or of Supply and Tr-rt, reparding 
thc Irre~.s, i f  any, duc to bursung oi bags. nonqening  of 
parachutra and mis-droppmg " 

3.50. Tbc! Committee would like rhc !Ministry of Home Affdm to , 
invortigat~ to what cxtcat, if m y ,  these imtructiam hove bccn pro- 
perly foiiowd. 

3.51. Thc Commfltcc, desired to be furn~shcd with a slatr?mcnt 
showing the tmnegc dwpatchrd for air droppings and alr landing 
separately from the  gear 1960-61 to  t9R.5-RR wlth thtk actual tonnRge 
tc*cclvcd at the iccciving end Thry also dcsircc] tn be informtd 
Jlthcthrs thew war any loss in tonnage rweivcd, rf urb, what was thc* 
larra In tonnqp and V A I I I C .  The Infclrmtlticm* furnished bv the Min- 
istry i s  111 Appendix 1 The Cmmittec find therefrom that the ton- 
nage fast during 196681 to 196!54 In rwpcrt of the acknowledged 
drb;ppina w r t k  came to 2973, tta value Rs. 31,tS.ZSb. 

3.83. it b m o d  unfortunate that the account is not kept sortie-wise 
had incra**bd wbstatrtia!ly year after y e u .  In the year IS@-61, 
t h t  taluc of the atnrcr lost was Rq. %82,$73 wbercas in 1985-66 it rose 
to Ra 9,50,6#. 

353. It is mcmt wnfothnab t h ~  the account is n.t kept sortiewise 
ulld d m  to mme minundtrstur,db these 4 per cent are calculated 
on the annual furnovet. The Committee f e d  that 4 per cent mrrgin 
el I a u  given war in respect ot eaeb sortie and not t&r the whale year. 
This has caused a very serioas a d  avd&Me loss to the public ex- 
chequer. Tbe Commit tee sugjpd that a spet i d  &a& should be 
eonductcd to d a d a t e  the lam sortk-wise and them make ttK nscts- 
ury  recoveries from the company where due. 

Pa!/nicnt for 'abortive' Sorties. 

3.54. The contract provides far a payment of Rs. 350 per flying 
hour for 'abortive' sorties. 'Abortive' sorties were mostly due to bad 
- "  .--. - .  - ---- .-- - - .- - - -- ----------.--- 

'Naf \.cn*d by A d & .  . 



weather conditions, w a plane after taking off from the base might 
not be able to drop or land the supplies. Rcrrcud of such sorties, the 
Committee m m  informed, ww maintained by the Director of Sup- 
ply and Ransport, who had his organisation at the baw from whcrc 
the planes ojwratcd. During evidenrc, the Camdttec were told that 
a sum of Rs. 8.93.663.52 had bccn paid towards 'abortive' sorties for 
the period 1860 40 1966. 

3.55. The Committee f e d  that the payment o[ more than RI;. 1 8  
lakha on an average in a year tot *ahor:ivc' sorties is on the high 
side. They mid Hkc this to bc 18akt-d into and the payment on 
this account to be brought down. 

Cotnplasnts tcgnrdtrig the  dit*erst~??r o i  Storm to  Mnrkrrts. 

3.56. I n  reply to a question, ~t wns stntrd that i t  wns on ttw 5 h 
January. 1963 that the C'lovcrnrnent of Indii~ csmc> to know from tho 
Press that there were complumts about thc drverslon uf ytorcr;, m c ~ n t  
for air-drctpping by the company cnnrerncd, t o  I\ tnagket. 

3 37. In view of thc c o m p l i ~ l r ~ t ~  r t p r d m g  d~vers~(;n of stores meant 
for airdropping in the NEFA nnd NHTA arcas, which hid upprwcd 
in t h r  Press and had also bccn made in Parliunwnl, thc Committce 
wlshed tct know whether any  c~riqu~ry was instltuttbd in lo  thoar alle- 
gntians and if  so, w ~ t h  what  results Thtl Mintstry's rrprcscntntivc, 
during evidence stated that tht. S.P.E held confldmt~nl enquiries and 
came fo  the conclusion that the allcgnt~ons were not substantiatc?d. 
When asked whcthcr thc S I'.E, contactcd the source of information, 
the witnws strttwi that hc was not sure o f  that. I t  was stotcd that  
the SF E ~nvestigated in to  the mattcr on  thc b m s  of rcferrncc! made 
to i t  by the Mjnlstries of H o m ~  M a i r s  and Dcfencc. Thc Ministries 
had received complalrlts which they had pn.qsed on to thc S.P.E. 

3.58. The sCommittcc enquired whether apart from thr,S.P.E. 
findings the NEFA Administration tried to check whcthcy the stores 
had been a~r-dropped or diverted, by looking into the figures of W m s  
actually despat4wd and those actually p ~ k d  u p  The Committce 
were informed that those figures were not readily available*. The 
witnears further added that records were being maintained hut the 
figures relating to stores despatched and picked up had not been 
worked out. 

3.39. The Committee would like in this contcxt to quote from ttle 
S.P.E. Report on the above inquiry, supplied to them by the Minis- 
try of Horne M a i t s .  The Report says: "Air-droppings, according to 
the S.P., S.P.E., Shillong were always accompanied with Load Ma+ 



k t  SheetII (LMS) and w a n  paid by N W A  authorftier on the brir 
of bilh eccompnnied by L.M.S Local cunfidtlnt~al enquiries did not 
reveal if thr NEFA authnribea had found fault wclth any Lapd Maw- 
feat Sheets No w c h  rcqx+~rt was also made by NEFA Administn- 
tion t 4 ~  t h ~  lwal S P , S P E " 

b 

3.60. The Committee ere wrprid on the 8bovc mpo+lnl s:*t@- 
men1 ot the NFSA Adminirtratioa As pacrtcd earlier. the Admb- 
istrotion had no completc recard of supplies wccivrd at the oht r  
crd and thcrc were a large number of unacknowlodgcd sortierr. In 
Lhc abwnce of C @ I I J ~ ~ P ~ P  information with the SEFA authorities, ; h q  
wnrc crbtionsly rml in a pities tu vuuchsafc for the correct rwcipt 
of s t o m  PI the recriving cnda. 

3 61. Thr Committee are not happy aver the tmntment given to 
the cwnpluintr from Press and puhlir. The Cornmittcc feel that tbc 
merc fact that the NEFA authorities had not made m y  roport to 
the 5.P.E ahauld not have k e n  considered enough to apsumc that 
there wan no harir of thr  rompllrinth. The;\ cxpcct that such Wm- 
p1oin.n arc tukcn up with greater wriousnts\ and that they arc 1 4 .  
cd into mure thoroughly and intensively 

3 (2.  In reply to i~ quclsttcln tiu: my: ev!dcv~ct., 11 was  stated that the 
Agrwrncwt of 1960 with the rt mpnny was driaftrd by thc Lcgal Ad- 
v m r .  KEYA Administrntion. on t h r  lirrt-s of rbc agrtbcmcnt already 
11) opcmt~rm with the company at that t ~ m c  The Governrn'ent of 
lndrn were informed ((11 tht* tcrms and ctmdltms of the contract, 
w l y  after i t  had bwn c.xccutcd Iiowever, the 1964 contract was 
tinniiwd by the Covrrrznlent of Indra in consultat!on wlth the Law 
Mirustry. On being asked why the Law ?tlin~s:ry was nut consulted 
' in I9&3, whcn the contract was extended, the Committee were In- 

farmed that in 1963 the drcmon was to renew the ex~sting contract, 
whcrcds in lBlirl s new contract was to be signed. Moreover, In 1963 
rra~ the whok  matter was gone mto in p a t  detculs and thorough- 
IIW, ss the Ministries of Defence, Transport, Director General of 
Civil Aviation, ctc. had h e n  brought Into ?lcture, no need was felt 
to consult the Law Ministry. It was also disclosed to the  Committee 
that the Law Officer of NEFA Administration, who was'well quali- 
A w l  in I q u l  mntters, hod discussion with the oPRcers of Law Minis- 
trl. twforc finalising thc 1963 agreement. 

3.63 On being asked whether i t  was correct to say that there war 
lack of proper, regular and strict supervision of the working of the 
agreement, the witness replied, that "I do not contend that. 1 don't 
sa; that. There were lapses and not quite prompt action." 



tU. 'fbc Committee m g d  to note t h t  thc! contract for air sup- 
plks to NEFA had neither becm d d a d  crdtrl ly  nor had it kun 
impbaasated properiy. There has been Lck of c u r  and aupcrvidoa 
in tbt execation ot the coatrret from tke wry b@gianiq. Insturca 
of over-paymaats w m  neither detectad nor pmrnptly investigated. 
Plpvirioprl payments have Imn made to the company from ysar to 
yeu, .ad t 4  accounts with the company have not been settled fin- 
ally at the end d the Rbcmdal year. as stlpulmtd in the Agrcament. 



The casttract was extended for one year (upto 30th Aprrl, 19M) 
on 16th March, 1963; and un 1st July. 1964, a fresh cantract was 
entered into with the same company for a period of three ycars i.e 
upto 30th Junc. 1987. Thus in all, the contract wtth the same prl- 
vale company, would be in o p r ~ t i n n  fnr seven years 

4 2. The rrprcsc.ntatlvc*s of Ciovcrnment whrn askcd, d u r q  evr- 
dcncc, tn explain the hasidi on whlch the above r.xtcnsions were glvcn. 
~nformcci the Commrttw that t h r  first contract wiis from the 10th 
May.  1960 for three years Lr  upto 30th Apnl l t  was rcntwerl 
lor one year upto 30th April. 1964 The thwd contract, whlch IS cur- 
rent ls for a period of 3 year8 7 Q from 1st July 1964 to 30th Junc. 
1967. When asked about the reasons for gwing Arst extcnsion. it 
was stated that the Arst contract. in force uptn I%?, provided for 
such an cxtcnsmn for two ycars. But thta cxtunsion iwtually glven 
waa for one year with a view to cnsurc tha t  r f  In the mennt!mt. thr  
l n d ~ a n  Airlines Corporat~on or Indlan Air F o r c ~  rnuld iindcrtokc 
whole or part of the job, they should be tmablcd to do so The needs 
for airlift auppllcs in NEFA snd NHTA worc cxtcns~ve fcr both clvil 
and military personnel and In supplrment~ng thv rycrirtions with a 
contract with a private company, ~t was felt that this wnuld help 
eaac the diftlcultlm considerably I r  would also provide a scwnd 
line of supply whwh could be used to relieve the stram on the Indian 
Air Force. 

4.3 In  reply to u question whethttr ~t wn.s iwccar1alnr.d frnm the 
Indian Air Force i f  they could undcrtuke t hc )oh or not, bc*fnrr t hc 
cxtcnsron was given, the witness stated that " t h ~  r t w r d  does W J ~  

say anything on this point " Thc Committee w r w ,  howtvcr. tnfcrm- 
cd that the Air Campany's requtbst in thew Icltrr of 9th Oct-hcr. 
1962 for. extension was drscusscc! by the Forc~gn Swretnry with t h ~  
Defcncc Minister. In the note dated 11th October, 1962, recorded 
by the Foreign Secretary in regard to the discussion, it had been 
stated inter-oh: 

"Defence Minister is not in favour of renewal of the contract 
beyond 30th April, 1963. when it expires. His m ~ i n  rea- 
sow are that this i s  a job which should be done by the 



Indian Air Force which should acquire the extra aircraft m 
quired as these supply arrangements are intimately con- 
nected with defence operatmu In the areas of NEFA a:ld 
Ncgaland. Though i t  is true that some of the air supplies 
made by the . . Airlines elso setis,fy the ntwis of the 
civil adminlstratmn 111 ccrtwn outlying areas, Defence 
Minister feels that the Air Farcc should be able to deal 
with the  supplres of the c~vr l  administration as well. Apart 
from security consldwetions t o  which the Defence Minis- 
ter attachrs ~mportance, hts main n r ~ u m e n t  is t h ~ t  in at\ 
emergency n private company rnn fold up m d  !;ay that 
they regret they cannot carry nut certain tasks and i t  w ~ l t  
be impossible to organise si~pplws by the Alr Forcv in s 
contmgcncy of this nature Ws should, thcrctforcb, rely 
completely on the Indian Air Force to do this work." 

4.4. The Fore~gn Secretary held the view that lair supply ~ ~ c c d s  
of NEFA and Nagrland werr4 so cxtet~rivc that supplcmc.!~ting by n 
prwate company would help considerably In the  end, it was stnttbd 
In the same notc that the Defence Minister agreed reluctnntly to 
the extension but des~red that no foreign cxchnngc should br tr- 
lased to the company for t h r  purchnsta of aircraft, which was re- 
quired by the  l n d l ~ n  Air Force for thcir own purptwm, nor should 
the Indlan Atr Force be asked to relcnwe nnv n~rcrnft for t r s t  com- 
pany The proposal to extend the cor~truct of thc privatt. Airlincs 
at the existing terms by one year rtvc~vrci thc ttpprovsl of t h ~  Prime 
hQn1stt.r and orders wero accordingly 1ssutbd ro thr NEFA Adminis- 
tration. 

4 5 The Commtttec polntod out that In v ~ c w  of this stand of the 
Defence Minister, how could ~t be said that the I.A.F. was not pre- 
pared to undertake this task. The Cnrnm~ttee further nskcd who 
was more competent to ~ u d g e  the cnpab~lities of tho 1.A.P - th6? Df*- 
fence Minister or the External M a l r y  Smretary. In reply to thf* 
qucston,  the I h m e  Secretary stated that  it was "really FI matter to 
be cons~der td  both tw the External Afia~rs  which was concerned 
with thls as well as the Defence Ministry. The Defence Minister 
was in a better pcmtlon to say as to what the 1.A F. cc~uld or muld 
not do." 

4.6. Asked whether any a.sst.ssment of the I.A.F. capacity was 
made after the execution of the contract on 10th May, 1M0 till the 
time of its renewal w.e.f. 1st May, 1963, the witness stated that there 
was "nothing on record to show that any effort way made." 

4.7. Explaining the backgrcund of tbc sccond contract, !he repre- 
' 

sentative of the External Affairs Ministry, stated that in a sense it 



wes a new contract u some new like. renewal for one 
year, non-mention of mrnimum tonnage ctc, were also mode 

4.8. In regard fO the cmcludon of the cuntract for another three 
ycarr i e .  from 1st July 1964, to 301h June,  1967, the witness (Exter- 
nal Aflacn M~n~s t ry ' s  rcBprrwntat~vc I stated tha: the q u s t ~ o n  of 
future alrllft a n a n ~ e m e n t  was examined rn about October, 1963. 
The Mmistry of Defence who were approarhcd firs:, not only cxpres- 
acrd inability of the I.A.F. to undertake the job, but also desired that 
thc prlvatc airltft capacrtv be maintained. The witness further mid 
that a t  the same time en&q wm a h  made whether the Indian 
Airllrws Cotporar:~orr would be ahlc t o  lekc u p  thc job TI) this. thr  
1) G C.A. In cunnullst~on wrth I A C repllrd that the latter were not 
111 sr ~x~srtron to take rt up. 

4 H The Cummrttw wcrc also lnformcd that :he quc8st~on of utl!~s- 
I I I K  any uther prlvate company fnr thcb contract was then looked into 
; ~ r ~ d  ttrc conclualon arrlvt8d al WHS that exwpI two lo . twr corn~a! l~w.  
there was none who could be entrusted with the work. But those two 
etjmprnra also had lrrnited capacitres and were unable to under- 
' itkv thc v n t m  work. Iiowcver. rt was held that the asssgnment 
t uuld tw s p l ~ t  Inlo two or more unrts and thoss' two companlcs might 
be rn a positcon to undertake cndlvrduallv the work f(tr m e  or mrm 
of tho= units. D.G C.A. was aL~o of th; oplnron that, i f  there wcrc 
n , prsctrcel drmcult~es In spl~t t ing thr  work Into smaller unlls, tcn- 
dcrs cauid be lnvrted for those unrts scparatr81y 

4.10 In A p r ~ l .  1064, rhta wltnrss stilted, hrgh lwcl rnter-rn~nistc- 
r ~ n l  nm8trng was held rcprtwntcd by thv  Mln~strws of Transport, 
l h f ~ n c e .  External Affe~rs. Law and Finanre and rhv  CIVII A\-;n:lon 
ncptt  At the meeting the DG C A.  disclosed that there wcrib only 
thwt* operators in thc field Out of thosc, nnc wa!, not intc~ested.  
Thp sccond company, w h ~ c h  was nlrrady working thv contract, want- 
csd to continue. The third one w~shcd  to tw ctms~dered a t  thtt r'rtes 
nqd terms thrn  In force When ' t ~ e  ~mplicatrons of the fresh tender 
wt8rr conardentd at  the mibctrng. 11 was felt that the callrng of f r x h  
tenders would invalidate earlier commitments rrgarding extension 
of the contract at existing rat= 

4.11. The Committee then a s k 4  whether ~t meant that tenders 
wcrc not invited because of the  fear that the contract~ng company 
might enhance their rates. The witntvs replied that ~t was so. The 
Hcmc Secretary, however, held the view that the decision not to 
inwte tenders "showed only half an  understanding of the law of 
supplv and demandt1 and that the fear :hat the  company would 
cpot; higher rates "was not well-founded." 



4.12 The Chamittee n d d  1Ike to draw attention to tbe follow- 
tay ~ K W  (I) the Defencc Mimbtn w u  not in favour of rencwal ot 
the contract expiriqg on the SUb April, I-; (ii) he was of the opi- - 
nioa :hat the work was mmmcted with defence operations and should 
be done by tbc Air Force by acquiring extra aircraft m d  they (Air 
Forte)  sbould .bo deal with supplies for Civil Adminirttatlon; (il l)  
be ( the  k f c n m  Minister) was of the view that a p r t  from security 
coa*cidtralionu a private company should not bc depcndd upon ns i t  
might cwatc R difficult situnliou in an emergency: ( iv) hc  (the Ik- 
frncc M~nis tcr)  wanttd that thn Indtnn Air Force uhould ht. relied 
u P n  complrtciy for the job; and ( v )  thc Ikfcacc  Ministcv rclr~ctsnt- 
Iy agreed to the extension of the  contract by one p a r  

4.13 The thinking in the Ministry of I k f e n r r  appsrrcntly undcr- 
weat H radical r h ~ n g ~  ~ u h ~ e c ~ u e n t l y ,  for rcnvnnk trot easy to under- 
stand, bccauw sonrctinr'* in October. 1913 wht-11 the q u ~ ~ l i o r r  OE f u t u r ~  
airlift urrung,rcrrlt9nt wns c -xwr ind ,  and the Ministry of Ih*frnrc* wcmre 
npprachrd.  th ty  not onlv cxprcawmi inability of ,hc l~itlirrn Air 
Forcc to undtbrtnkr thc job. hut also d ~ ~ i r t 4  that the pritutc* airlift 
capacity be maintained. 

Thc Comn~ii t t r  further nott8 with surpriw that ir further contrrrct 
was further ronclr~dibd for t h r w  years without telling for frcuh ten- 
ders for imaginary fear that the contraclnd con~prrny might increase 
it* rntrs Ttrr Cuaimittw cwraot opprcwrolv !h(. iirgunltwt tl~irt atcrcb 
calling OI frvstr tendrr4 wor~lil have alttw(1 ( L I P  contliti(jns of the 
c'xi\ting rotrtrwt i.c invaltdatt. the condititrn or rotnmitmcwt cover- 
ing t.\lt-n\iott of thc existing contrac.1 

4.14. A c c ~ ~ r l l ~ r l r :  t o  thil first Agrccmcbnl, t h ~  cornl)any w i ~ s  pair rc- 
muncrat~on for ttw landin# :~nd dropping sortlcs at t h ( ~  rat(. of Rs. 730 
per flying hour on t h c  o f  average t ~ m c  t i lk f -n  for flights from 
Jorhat or Mohrinbar~. as t iw  c:r.st8 may bc, t o  t h ~  1;lnrllng or dropping 
Zones and back a.s mrght bc. rwordcad hy chra A!r Tramr. Control 'n 
respect of Indian Airlines Corporation, Indtun Air Force and another 
company's f l~ght  to such tlropi:lng Zoncs ; ~ n d  1:inding gr(tunds. 

4.15. The rate of Ks. 750 per hour was increased by Rs. 71.62 with 
effect from 1st March, 1963 and by b. 78 10 from l l t h  June, 1963 
due to increase in operatmnal costs in terms of the  agreements. 

4.16. In regard to the above increases in the rate granted to  the  
Company, i t  was stated, during evidence, that in the. 1960 contract 
there was a provision for increase or decrease in the operating cost 



with mutuel agtecrnent. In the =and contract of 1963, the same 
rate of Rrr. 750 pr flying hour as provided In the first cbnhract, was 
retained. The bncrecrse in the rate from Rs. 750 to Rs. 821.62 from 1st 
March. 1963 and tr, h KB.10 I r m  11th June. 1963 was nottfied in 
the Government of India letter of 13th April, 1W. 

4 17. I t  was nteted that the ctrmpany had rqucs i ed  for :he u p  
ward rcvrsmn of rate by Fls. 96.78 in March, 1983. 8s they corrtcncicd 
thnl cost C Y ~  o p r a h n  had gtrne up on account oi rlsca in prxr  of fuc!, 
rrurntcnancc charges of aircraft, cost nf accc8ssnnes etc T h r b  hf~n~stry 
of Extcrnnl Affairs More examinmg the propc~anl scslt i t  !o the D!rcc- 
tor General of C~vtl  Aviatrrm rn July  lW3 u ~ t h  a vww tn rtsccr1:rin 
whelhvr ~t was reasonable. Thc latfvr.  after flvi- n-onthl;. ~nfcjrmcd 
rhc Ministry that the incrr?ascB 1n rate t,! R I  71 62 from 1st h11rc.h. 
1W3 and by Rs 78.10 from 11th Jurrr. 1963 ir.:a< rcasc~nablc After 
ulrtiliiri~ng approval of thc  F~nnncra Xirn13:ry, Prcwdcnt'~ +anc!~on was 
conveyed In 1964 for the increase. 

4.18. From the lrhove i t  ib evident that the rvprcwntation from the 
Company for the incrranr in the rate was with tbc authorities Btfarc 
the cantrnrt wen e c t u ~ l i ~  r@mwed from 1st May. 1963. The Cammit- 
tee arc of the vicw t h 1  the fort that the company hod asked for cn- 
hurrcd rates was an a d d i t i d  m w n  for calling fresh tcndetrr instead 
of renewing the contract at tbe old rett and then cabrncinR the rat- 
4 t h  mtronpectivc dm(. 

4.19. Ihrllrg t~\.idcwcc the Committee ciwrc*d to know whether the 
Govcrnmcnt cvw examined the cconomirs of acquiring aircraft for 
the purpow, srnru! thr air-dropplng and a~r-landlng of supplies seem- 
ed to be a permanent feature with the NEFA Administtation. The 
representative of t h e  Min~stry of Home ARairs (Secretary. U.T.) 
stated that at one time, in 1960, setting up an nrganisation was 
thought of and a reference to the Minisky of transport was also 
made. But that did not make much headway, 

4.20. Fmm the written replies furnished to the Committee, in res- 
ponse to its questionnaire, by the Ministry, it is noted that in July, 
1960 the Ministry of Transport & Communications received a pro- 
posal from the Indian Airlines Corporatian for the setting up of a 
self-cantained and sufsciently autonomous organisation to meet the 
civil aircraft commitments in the NEFA region. The proposll envi- 



sagmi that the capitel and recurring expenditure far the setting up 
af the proposed argan~sation ahould be borne by the Covcrnme~~t  and 
should not be on the corporation frtrances, 

4.21. Thc M l n i s t ~  of Transport & Catnmunk.atiuns invittut tho 
opinion of the Ministries of External Affairs and Defence on thr pro- 
posal. But the Ministry of Transport & Cnmmunicatians after rccciv, 
ing their cornvlents cnmc 10 u ~ 'onc lus i~n  that os tHe supply problem 
In NEFA was the  rcsp~nsibrlity of the M~nistry of Ehternrrl Affairs, 
thcrcfore 'a dccis~on as to the need for setting up rr scpnriitc orga- 
nisatinn of the klnd proposed should bc left to the Ministry of Extvrnnl 
Affairs' The Transport Ministry further desired the Extcrnul AfTairs 
Ministry ' t o  c w t o c t  thr I A.C direct f o r  working out the details of 
siroh an organisatio~r' 

4 22. Thv lkiirl~iitry 01 Externd Mairs ,  howcvi~r, on 4th April, 1961 
wrote back t o  tho M~nistry of Transport & Communicut~ons saying 
that ' ~ n  view of tht. lnttt-r's s p ~ ~ i ~ l i s c d  knowlr.dgc of  the working 
nf t h r  I A f? and thct prlvatc  nirltncs. ~t wns prinlnrily for thcrn to 
ronslder whtbther such an organisation should be sct up nnd i f  50, to  
get thp proposal itpprovtbd by thc appropr~atta authority.' 

4.23. The Cotnrnittee ore sorry to lcwn that neither the Ministry of 
Transport and Communications mnt any reply to thc above conmu- 
nication nor the Ministry of Fxtemal Affairs pursued the matter fur- 
ther. It is most unfortunate that a proposal t o  m-t thc long term 
n d s  of airlifts to border areas was given such n discouraging treat- 
ment. . . 

4.24. The Committee regret to observe that due to lack of proper 
co-ordination at the Ministry level, the public cause has suffered. 
This shows the need for remedial step?, and clear-cut dcflnition of 
rcsponsibilitieir of respective ministriez, in a cam iikc thiu. 

4.25. I t  has been intimated to the Conunittee that at the initiative 
of the Ministry of Homc Affairs the I)t*partrnent of Avlatlon is p r e  
sently studying the question of setting up a separate Air Transport 
Organisation for transportation of Commercial cargo all over India 
including NEFA and Nagaland, The Department of Aviation hopes 
to come to a decision by the end of October, 1966. 

4.26. The Ministry of Home M a i r s  in their memorandum to the 
Committee, in regard to the above scheme, have stated as under:- 

"It is d a c u l t  to hazard a guess as to the position which will 
obtain next year as such will depend on the possibility or 
feasibility of the freighter unit contemplated by the Depart- 



m a t  of Aviation being set up. The Home MSPirtry rup 
urging that this unit should be brought into operation ss 
soun u posdble. Such r unit will need the right type of 
aircraft and pilots of specid aptitude to work in NEFA 
where operations are extrtrmel y diBcult and hazardous. 
Present indications arc that even if such a unit is decided 
to be nt up, it may not be in a position to start operations 
fn Junc, 1967. Suppllcs for N W A  arc a matter of vital 
national importance and wtll have to be maintained a t  any 
cost. If Covcrnment agencies arc not in a p s l t ~ o n  to take 
up the wurk by the trmc the existmg contract runs out, 
othcr i,pprt~prriJtv arr;ingcrnrnt.s will have to  be madc with 
privntc agenclca In the Reld." 

4.27. Thin w m s  to indicate that the importance and urgency of 
setting up r suitrblc Government agcncy for this work have not heen 
fully rcallscd. 



v 
CONCLUSlONS 

A. Inquiry tnto the worktng of the Agcernmt. 

5.1. Exmination of tho working 04 the contract for air-dropping 
operations in N W A  nnd NHTA arms with a privatc air company has 
revealed the follow ink. unsatisfactory fcatum: 

( h )  the reeo\cury ul nearly Hs. 32 lukhs from lhc Company on 
uc~ount of \tore3 I*&, has not been initiated so far; and 

( i )  WT, air-dropping sorties, valuing It:, 19,05,9137 have remain- 
ed unacktw~wlcdged till the end of year 1(3fi5-ti(i Yet, pro- 
visional pil>r\.rcntr in respect of thew w r t i c s  have been 
made. 

In the circumstances, the Comrnittiv are of the view that there 
is an immediate need for the appointment of a Committee, consisting 
of the senior representatives of Mipistry of Finance, the Auditw- 
General and the Central Burmu of InveYtigalian which &sJd make 
a thorough pro& into the working of the Apeemenin to a m  the 



axtent of lorn to G s v o t ~ s c n t  aml &we dmabge to Clc C-paay. 
Tbc laquicy Committee arlnruld .bo thr rslpopdbilkty for  tbe umatik 
frctmy impkmeatatisn d the vrdotws provUaar d tbc Agmemmtr. 
B Need a! etlrruuring the tark to u surtabie Cwrmment Agmwy 

52. TAc review of the working of tha agreement with tbe privmb 
company aIw has indlcatd that the agreement hra net worlrad to 
f h t  k t  dvantagc  of the exchequer. ThnyCh rbe private company 
has played a u d u l  mlc in airlifting the cargo in the atratc(fic areas. 
thr Uammiltcc cnnnot ignore the following important factorm: 

(i)  Thr *.rung views held by the Ikfcncc Minister in October, 
1962. wblch hare great validity even today 

(ii) The udminiatrotiva Ministry in charge vin., the Minktry of 
Llamc ACIoirr have k u  urging tbrt  u proper unit in the 
Stutc Sector 4hnuld hr brought into operation a5 wan a! 
powihle; and 

(iii) The following proviaiwr in the lndu*trinl Policy Kesolu- 
tian of 1956: 

"le the first ceicyory will hc industries the futurc develop- 
ment of which will be tbr exclulrivc responsibility of the 
S l a h  .Railwngr and oir transport. umr aad ammunition 
and atnttlir cttcray will, howcvcr, be developed us  Central 
Gawrnnwnt munopolies. Whenever co-crpwatiim with 
private cntcrprihc is  n w w a r y ,  the State will cmsum. 
!hat i t  hm thc requisite powers to guide the policy and 
control the operations of the undtwtaking." 

Keeping thew fn r i a r~  in view and takiuq into account thc heavy 
amount paid to thc Company for this contract (Rs. 4 42 c r o f t  upto 
31rt October, I%!). the Comnrittn are of the opinion that this task 
of air.liftinlp of ntore5 in NFFA and NHTA a r t w  should be taken up 
by r imitable Gavernmtnt agency. They are alao of the opinion that 
ouch m agency should be set up well in time to undertake the work 
an the expiry oll the present contrrct after June, 1967. 

Kortiko 17, 1888 (S). 

R. R. MORARKA, 
Choirnun, 

Public Accounts Committee. 



List of points on u*hrch furthct  infwwraticm u w  required bp the 
Publac Acrotlnts Committee 

(a) Qttesfion: 

I ~ 6 5  -M 2688 I q<.?h r7J1.I 
-- - -. - . . ---.. .. *-. 

(b) Question.-The tonnage actually rcxeivcd at the receiving end? 

Answer.--(b) ( I )  Thc total tonnage a~rlifted In respect of NEFA 
and Nagaland during the year 1960-61 to 196566 is included in 
35,243 load man~fests. Of these 916 load rnamfest still remain un- 
acknowledged These unacknowledged load manifests are in respect 
of droppmg sorties only as there arc no unacknowledged landing 
aorties. 

(ii) The total tonnage in respect of Load manifests perthing to 
dropping sorties only, the tonnage in respect of unacknowledged load 





( c )  Qwstron.-If them IS ar loss in Tonnap meivcd, what is the 
value of that? 

Answer  -As already mcntioned 916 LMs st111 remain unacknow- 
ledged wlth the result that the percentage of yenrwise 
losses could be worked out only in respect of ucknow- 
Idgrd sort~es w ~ t h  rc?fcrmcc. to thv total Icmd inrlud- 
t*d thtwin Tht* posrt~on ~ r i  t h ~ s  rcslmt IS as follows:- 

I 'eci  r ' I  onndgc 'I'onnapr I'crccntagc 
w n  I lost of I t w  

I 2 3 4 
-- 











pen9 hrrd stated m thmr reply to the ttader ndice Uut thy w d d  
be willing to undertake the work if the rxrntnct mod *rrt a 
longer onc. 

Home Affasrs It t significant that even thoilgh the Government knew thrt 
the need for air-hfting q p l i e i  to NEFA etc.. would rtmrSa with 
tbem for years to come they, for masons best known to thcfflrsllvcr, 
invited tenden d p  for one year. In the opinion of the Committee, 
this attitude of the Government lacked both imagination and jurti- 
tication. Further the dtrision on the part of the Admiaiatratlm 
to award the contract far 3 years tnstead of one _par, wm a viala- 
tion of the sanctity of the tender system. 

-do- It appears that the most important aspect of rdecting & p h k  
company for operating a contract involving c r o m  of rrrpnr uis. 
vrriftcatlon of Anancial stability and suitability of the cam-; 
had thus been ignored in this cam. The Committee w unrblo to 
find sufiident justification for such action on the p r t  of the 
Administration 

-do- Tbe Committee are unable to mmprrhend tbc muam wbkh 
led the Government to dgn the contract with the private air canti 
purp initidly for tmhwbkhg work connected mainly with d+.ibnee 



and the civilian population of the Border .mu. It is  dl W 
regrettable that such a contract was rigned without: 

( i )  verifying capacity, capability and bancia1 condition urd 
stability of the company; 

( i i )  obtaining advice of the DGCA on the w o r b g  d the 
Company ; 

(iii) making any comparative study of the rates quoW by 
the Company with those paid to other compnlcr who 
had either worked or were working for the N W A  
Administration; 

(iv) having a Rnal consultation with the IAC and IAF, who 
had informed the authorities much ahead of the op~ning 
of tenders and awarding the contract, their wilbgnem 3 
to undertake the job; 

(v) giving an opportunity to the other two mtnpulies who 
had responded to the tender-notice, to requote if they 
desired, when a decision to award the contract for a 
ionger period (3 year instead of one year) had been 
taken. 

10 2-44 40- The Committee feel that the opinion hcld by the rVEPA Ad- 
ministration about- the working and capacity of the IAC. and 
LA-F. was most unfortunate. The I A C .  being a public undertaking 
and IA-F. being incharge of the security of the country should - 



3 4 -- - --- - - - - - - - - - -  - - -I - .. --  * _ I _  - -- - 
haoe h d i e d  upoa tor sucb 8 r t f q i e  ph, Lb# 8~t# 
pmate eompq. Even no~m'rm tlvt tbe LAC wum 
ing certain insuperable dtfficultres tn the matter, the best 
would have been tn grve a short term contract to a private p t t Y  
for six months or at the most a year, by whlch time 8 A m  d 
satisfactory arrangcrnent should have k n  arrfpcd at wRh tba 
I.A.C. in conwltalron witb the IAF. tw in  the alternative 1- 
to the long perm+ necd, the Governmeit should hare brought the 
requ~red number of pl~tes on$ weated a spcc~at organivtlon for 
thts important t d ~  

Home Affom The Committee rm sutprtsed that the Krtlqu W u h  IIqrat 
whlch had mmthtd abnut the Yncampka teat w* t 
honobnng of irmhxtiorrs more In the breach than In the ohm- 
ance' both by the pd&~ enlpneers; noa-hdenaacs  d #tWU 
to the 'norndy weepted ovation starrdercb.' 'lack d Vrrptnc+ 
cn the part of comperay'r rnanrgement over the flytng rtlvttirw ol 
the pilots in their employ'. s u b m k ~ o n  of fncorrtwt load maski- 
f p  ,ts with forpi signatures. etr , had mis $4 Gctvernrncnt's notrca 
a' the trmc nf awarding contract to the Cmnpnny in 19lBl, md rt t t r  
subsequent nmca& 







sectors and this gave an undue advantage of about b. 10 l a b  to 
the Company in 74 sectors alone in three years. Time t.ften by the 
Company to places, for which no previous timings were available, 
should have been reviewed on the basis of first y d s  gxps* 
and averages fixed for the purposes of payment. 

-do- The Committee feel that there should have beem arnmgemeat 
under which the timings of air flights could be Irviewcd pertodf- 
cally and the averages fixed revised downward or upward, as tbe 
case may be. 

dn- The Committee regret that even after the l a p  of B years' 
period no serious effort had been made to determine the actual 
flight timings in regard to a number of sectors and payments *an 
account of them are still being made provisionally. '2 

-do- It is most unfortunate that. as admitted by the witness. there war 
a lacuna in the 1960 contract In regard to the dcterminatim of the 
final payments. To the Committee. it 1s all the more surprbing that 
during the four years pen& the lacuna in the contract did not come 
to anyone's notice nor when noticed were any immediate r w  taken * 
to rectify the position. Thu, in the opinion of the Committee b yet 
another instance of the special treatment given to this company. 

23 3-42 40- The Committee regret to note that despite a clear provirion in the 
Agreement that the contracton' amount should be drawn up for Anal 
settlement at tlie end of each financial year this was not done and 
there was an accumulation of the number of '-unacknowledged sorties". 

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



Tbe c-rtke, bowever, fwle tke asmuan* @var ts ttnm during 
cv~lhrti1hffj~'Wdowrn'btthr-d-w- 
ledged wrties would be settied by the end of September. 1966. The 
Cmmittce wcmld like to be i n f m c d  d result rthie\d. Consider- 
ing fhc inordtnate detrp in the matter they cannot tdkatn - 
nbsmvtng that the mwt important provision of the! Agiwment hat? 
been gared.  

The Comm!ttre are at a luss to understand how rn the abQe~11:r 
of surh an acc'ount the Adrnin~s:retion was able' to know the ex- 
-1  :O rrhich it tnil met the dunand fw at- and j u p p l f n  ert the 
m o t ,  arcas Final settlement of the x r m t  & the end of +reh 
m r .  thr C'ornm,:tcc feel, is vital pee of the m ~ t ,  WY 
 hop^ would IIOW at least be brought up to date. 

The Cornmilter wauld like the Ministry uf Home Affair8 to in- 
vatigatc t~ what extcnt, i f  an?=, thr instractions rtqptdtng hnrgPc- 
tian 01 stores d r o p d  at dropping miles by a Bsord CUR~M&# sf 
loral officers. have &en properly followed 





- 
1 3 3 4 - 

ft 3.61 Home Afiirs The Committee are not happy over the treatment gives to 
the complaints from Preu and public. The Committee fed t k t  the 
mere fact that the NEFA aurhonties had not made any rcpor~ to 
the S-PE. should not have been corwdered enough to - that 
there was no bass of the complaints. They exp& that such cam- 
plaints are taken wkth greater s~riausness m d  that khq nre Wed 
into more thoroughly and mtensively 

do- The Committee regret to note that the contract for air mpplhs 
to W A  had neither W n  drafted carefully nar had it been impb 
mented properly. There hes been lack of cam and supervision in 
the execution of the contract from the very beginning. 1- of 
over-payments were ne~thm detected nor promptly invsrtfg.td r 
Provisional payments have been made to the company from year Q 
year, and the accounts with the company have mt h #ttM 
finally at the end of the financial vear. PI st ip~lated in the 151Qss 
ment. I 

40- The Committee would like to draw attention to the followtag 
facts: ( i )  the Defence Minister was not in favour of renewal oi the 
contract expiring on the 30th April. 1963; ( i i )  he w u  of the opWon 
that the work was connected with defence operations and s h d d  
be done by the Air Force by acquiring extra aircraft and they (Air 
Force) should also deal with supplies for Civil Administration; (lfl) 
he (the Defence Minister) was of the view that aport from racurtty 



Dcicncc 

Home AfFain. 

-do- 

considerations a private company should not be depended upon u it 
might create a dliRcult situation in an emergency; (lv) ba (the 
Defence Minister) wanted that the lndian Air Fosre should be reUd 
upon completely for the job; and (v) the Defence Minktaw rchic- 
tantly agreed to the extension of the cantract by one year. 

The thinlung in the Minjs:ry of Defence apparently underwent a 
radical change subsequently, for reasons not easy to undemtud, 
because sometime in October, 1963 when the question of future dr- 
llft arrangement was examined, and the Ministry of Deimcc were 
approached, they not only expressed inabiIity of the Indkn Air Force - 
to undertake the job, but also desired that the private airlift cap- 
city be maintained. w 

" "T +4 

The Committee note with surprise that a further contract war 
conchded for t h  years wlthout calling for fresh tenders for @a- 
@nary fear that the contracted company might increase it rates, 
The Committee cannot appreciate the argument that mere c d h g  of 
fresh tenders would have altered the mndttions of the d i a g  m- 
tract ie. ,  invalidate the condition or commitment covering exfsn- 
sion of tho existing contract. 

The Committee note that the representation from tbe Company 
for the increase in the rate was with the autboritirs befare the con- 
tract was actuall,? renewed from 1st Hay, 1983. Commitke are 
.of the view that-the fact that the company had asked for c n h a d  
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In the ci- the Committee are of tba vhm that t&m 
b an immediate need for the appointment of a Commitbe, consist- 
ing d tbc rtenior representatives of Ministry of Nnonce, the Audi- 
tor-general and the Central Bumu of fnPc?stigstJon whlcb 
sbould make a thorough probe into the working of the A p m t n l  
to m the extent of loss to Government and unduc advantags ta 
the Company. The Inquiry Committee should dm fh rcqronstbi- 
ltty for the u m n ~ c t u r y  implementation of the various ptaV/rionr 
of the Agrementa 

HCMW Atbin . The review of the warking of the agrcslaurt with tb. private 
company also has indicated that the ~ ~ e n t  has aot mkad to 
the best advantage of the exchequer Though the private cbmprny 
h u  played a useful role in air-lifting the cargo in the litrr,tqk a r ~ ~ .  
the Committee cannot ignore the following Important &otPrr: 

( i )  The strong views held by the Defence Mtnftkr Orr Octobst, 
1982, which have great validity even today. 

(ii) The administrative Ministry in charge wiz., the Mfnistry 
of Home Afloin have been urglag that a proper unit in 
the State Sector should be brought into oparrtioa rr rooa 
oJ porsibk and 

( i i i )  The following pmvisidp in the 1ndu.trlJ Pow R d u -  
tloa d 1956: 



"In the ftnrt category wiH be industrim thc future dnn- 
lopment of which will be the exclusive -ty of 
the State . . . . Railways and air transport, uau 
and ammunition and atomk energy will, however, be 
developed as Central Government monopolies. Whew 
ever co-operation with private enterprise b noctaery. the 
State will ensure. that it has the requisite power8 to 

c guide the policy and control the okrations of the WB- 
dertagjllg." 

Keeping these factors in view and taking into account the heavy 
amount paid to the Company for this contract (Rs. 4-42 crorcs upto 
31st October, lm), the Committee are of the ophuoa that this tark 
of &-lifting of stores in NEFA and NHTA areas &ould be Wmk 
up by a suitable Government agency. They are also of the opinion 
that such an agency should be set up well in time to undertake t b  
work on the expiry of the present contract after June, 1W7. 
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