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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as autho-
rised by the Committee, do present on their behaU this Ninety-
ninth Report on action taken by Government on the recommen-
dations of the Public bccounts Committee contained in their 91st 
Report (Fifth Lok Sabha) relating to Ministry of Supply. 

2. On the 20th May, 1973 an 'Action Taken' Sub-Committee was 
appointed to scrutinise the replies from Government in pursuance 
of the recommendations made by the Committee in their earlier 
Reports. The Sub-Committee was constituted with the following 
Members: 

5hri H. N. Mukerjee-Convener 

2. Shri Sunder Lal 1 
3. Shri Biswanarayan Shastri I 
5. Shri Nawal Kishore 
6. Shri H. M. Patel. f Members 4. Shri M. Anandam 

3. 'The Action Taken Sub-Committee of the Public Accounts: 
Committee (1973-74) considered and adopted this Report at their 
sitting held on 19th February, 1974. The report was finally adopt-
ed by the Public Accounts Committee on the 11th March, 1974. 

4. For facility of reference the main conc!usionslrecommenda-
, tions of the Committee had been printed in thick type in the body 

of the Repc·rt. A statement showing the summary of the main 
recommendations I observations of the Committee is appended to the 
Report (Appendix). 

(v) 



(vi) 

5. The Committee placed on record their appreciation of the 
assistance rendered to them in this matter by the Comptroller and 
Auditor General of India. 

NEW DELHI; 
March 13th 1974. 

Phalguna 22, 1895 (S) 

JYOTIRMOY BOSU, 

Chairman, 
Public Accounts Committee .. 



CHAPtER I 

REPORT 

1.1. "This Report of the Committee deals with action taken by 
Covernment on the recommendations contained. in their 91st Report 
(Fifth Lok Sabha) on C.&A.G.'s Report for 1970-71, Union Govern-
ment (Civil) relating to Department of Supply which was presented 
to the House on the 25th April, 1973. 

1.2. Action taken notes have been received in respect of all the 
~3 recommendations in the Report. 

1.3. The Action Taken noteslstatements on the recommendations 
have been categorised under the following heads:-

(i) Recommendations!observations which have been accepted 
:by Government 

Sr. Nos. 1, 2, 6, 8, 9, 14, 15 and 20. 

{ii) Recommendatlionslobservations which the Committee do 
not like to pursue in view of the replies of Government. 

1.S. The Committee will now deal with the action taken by Gov-
ernment have furnished interim replies. 

3-5, 7, 10-13, 16-18, 21-23. 

1.4. The Committee hope that final replies in regard to those 
Teeommendations to which only interim replies have so far been 
furnished will be submitted. to them expeditiously after getting 
them vetted by Audit. 

1~5. The 'Committee will now deal with the action taken by Gov-
.ernment on some of the recommendations. 

Procurement of vests woollen white (Paragraph 1.32--Sr. No.3) 

1.6. In paragraph 1.1 to 1.32, the Committee had dealt with the 
!Jurchase by D.G.S.&D. of vests woollen white for Defence Services. 
The Committee made the following observations in paragraph 1.32: 

"The Audit paragraph brings out the .fact clearly that as the 
procurement of vests woollen white for Defence Services 
is not being programmed on a systematic baSiS, . only a 
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small number out of the total requirem~nts is covered 
against the rate contracts entered into by DGS&D from 
time to time and the balance quantity has to be procured 
by placement of tenders. The procurement of acceptance 
of tenders involves assistance to the manufacturers for 
procurement of wool tops on replenishment basis. How-
ever, since the wool tops are to be imported with only 
limited foreign exchange allocated by the Ministry of 
Foreign Trade, acceptance of contracts on assistance basis 
becomes difficult. Therefore, in cases of urgent ad hoc in-
dents from the Ministry of Defence, the DGS&D had to 
resort to purchases "at without assistance rates" which 
are inevitably high. The Committee desire that the 
Ministry of Defence should in consultation with the 
DGS&D, make an exhaustive review of the whole sys-
tem of the procuremeiit of the vital stores and lay 
down procedures which are more conducive to economy.'~ 

1.7. In their action taken note dated the 18th December, 1973~ 

the Department of Supply stated: 

"The recommendation of the Committee is being examined in 
depth and decision of the Governmen.t will be intimated in 
due course." 

1.8. The Committee would like the ·l\t:inistry of Defence and Supply 
to complete the examination of the whole system of procurement 
of vital stores for Defence Services expeditiously and I~y down pro-
eedures more conducive to economy. The Committee consider 
that even an examination in depth need not take more than twelve 
months at the outside and trust that the decision taken will be in-
tiinated to them without further delay. 

Purchase of Amltassador Cars (Paragraph I.SS-Sr. No.6) 

1.9. Dealing with the purchase of cars by DGS&D for Defence 
needs, the Committee had, in paragraph 1.56 observed as follows:-

"The Committee find that although the numbers of cars off-
ered for inspection as per the firm's letter was 87, only 
80 cars were actually tendered for inspection. Further, 36 
cars rejected on inspection were not retendered by the firm 
after rectification of defects pointed out by the Inspector. 
They were disposed c·f in the open market. The Com-
mittee would like to know whether the failure of the firm 
in thiJ regard was examined." 
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1.10 In their action taken note dated the 18th December, 1973," 
the Departme~t of Supply stated: 

"As per certain documents available with the Defence Ins-
pectorate, although intimation about tendering of 87 cars 
was sent by the firm, yet the number of cars physically 
tendered for inspection was only 80. 

Out of 80 cars tendered for inspection, 36 cars were rejected 
by the Defence Inspectorate. According to Defence Ins-
pectorate resubmission after ractification is a normal prac-
tice. If a car tendered by a firm is not straightaway 
accepted due to presenCe of rectifiable defects, the same 
car is re-tendered after rectification of defects. Further, 
the firm is asked by the Inspector to re-submit cnly 
those cars after inspection where the defects are of a 
rectifiable nature; otherwise, a rejection notice is straight-
away issued. The Defence Inspectorate have stated that 
the defects pointed out by the Inspector were of recti-
fiable nature." 

"Regarding the observation of the COmmittee that the cars 
rejected on inspection were not re-tendered by the firm 
after rectification of the defects and were disposed of in 
the open market, it is stated that the DGS&D were not 
aware whether the defects pointed out by the Defence 
Inspectorate were of rectifiable nature or not. Hence the 
failure of the firm in this respect could not be examined 
by the DGS&D." 

1.11. It passes the compreh~sion of the Committee how the 
Directorate General of Supplies and Disposals were not aware that 
the defects pointed out by the Defence Inspector were of rectifiable· 
nature as a result of which the failure of the firm in not having 
retendered 36 cars efter rectificati~n of defects could not be suitably 
dealt with. As the contracting authority, the DGS&D ought to 
have ascertained the nature of the defects pointed out and ensured 
the due performance of the contract by the firm. The inspector also 
'ought to have asked the firm to resubmit the cars fur inspection 
after rectifying the defects noticed by him and advised the DGS&D 
accordingly. The Committee desire that 'responsibility should be 
fixed for these lapses. Further, lacuna in procedures, if any, which 
had led to this situadon should also be remedied forthwith. 
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Departmental quota for cars (Paragraph I.SSo;-Sr. No.8) 

1.12 In paragraph 1.58 the Committee made following observa-
itions in regard to feasibility of having a special quota of cars for 
-departmental use: 

"Under the Car Distribution and Control Order, Government 
have powers to reserve quota for specified uses. In pur-
suance of this there is a Central Government quota which 
is used for allocation of cars to Government servants. 
But so far as purchase for departmental use is ~oncerned, 
there is at the moment no special quota. In view of 
what has happened in this case, the Committee desire 
Government to examine the feasibility orhaving a special 
quota for departmental use". 

1.13 In their action taken note dated the 24th I 26th November, 
-1973, the Ministry of Heavy Industry replied: 

"The observations made by the Committee have been noted 
for action." 

1.14. The Committee would like to know the action taken by 
"Government for fixing a speeial quota of cars for departmental uses. 
'It seems strange that early decision in such an apparently simple 
matter should Ite delayel. Responsibility in the matter should be 
'fixed. Cases of lapes, improprieties and neglect: (Para Nos. 1.55, 
-1.75, 1.76, 1.113, 1.114, 1.152, to 1.154, 1.181 and 1.183-Sr. Nos. 5, 
:10-13, 16-18,21 and 23 respeCtively. 

1.15 In paragraphs 1.55, 1.75, 1.76, 1.113, 1.114, 1.152 to 1.154, 
1.181 and 1.183 of their 91'St Report (Fifth Lok Sabha), the Commit-
;tee had dealt with a number of instances of lapses, improprieties 
4llld neglect. The Committee had observed as follows: 

1.55-Sr. No.5: "According to the advance acceptance of ten-
der placed on the manufacturer on 6th February, 1971, 199 
Ambassador cars were to be tendered for iIl'Spection by 10 
April, 1971 to meet the defence requirements. However, 
only 80 cars were tendered for inspection by the manu-
facturer out of which 44 cars were accepted. The extra 
expenditure on account of purchase of the balance of 155 
cars at the higher price consequent on the Supreme Court 
order dated 16th April, 1971 was R'S. 2.95 lakhs. As the 
firm clearly failed to perform the contract and the vehlcles 
within the stipulated date of delivery ending with 
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10-4-1971, action should have been taken to recover gen-
eral damages. Instead the purchaser is stated to have 
acquiesced in the continuance of the contract by issuing 
a letter of exten'Sion unilaterally extending the date of 
delivery till 31st May, 1971. The Committee desire that 
the responsibility should be fixed for this lapse." 

1.75-Sr. No. 10: "The Committee also feel that the placement 
of a big order valued at Rs. 39.59 lakhs 01). a new firm 
which had no previous : experience .of /lllanufacturing 
trailers was not at all justified. It is pertinent to note in 
this connection that the order on this firm was placed in 
an effort to develop new sources of supply. In the opi-
nion of the Committee the placement of an order of the 
magnitude of 865 trailers out of a total of 1045 was highly 
improper and calls for investigation." 

1.76-Sr. No. 11: "It is seen that the in'Spection of the proto-
type submitted by the firm on the 23rd August, 1969 was 
completed by the Defence Inspectorate on 7-11-1969 and 
thereafter due to layoff in the firm's factory from 19-12-
1969 the firm did not re-offer for inspection the prototype 
trailer. In view of the closure of the factory, the DGS&D 
should have taken necessary steps to safeguard their in-
terests by cancelling the contract well in time. The de-
lay in taking timely action has resulted in extra expendi-
ture of Rs. 6.32 lakhs which the Committee cannot but 
deplore." 

1.113.-Sr. No. 12: "The Committee take a serious view of the 
mistake in inaicating the specification of antimony in the 
indent by the Ammunition Factory, Kirkee and the delay 
in appropriately amending the contract for the supply 
of the metal in the office of the DGS&D. These cost the 
exchequer additional expenditure of Rs. 12.05 lakhs. The 
Committee desire that responsibility should be fixed for 
the mistake that occurred in the Ammunition Factory. 
The delay in DGS&D's Office at each stage should also 
be investigated." . 

1.114.-Sr. No. 13: "It is surprising that at the time of entering 
into the contract for. the purchase of antimony it was 
not noticed that the specification given was applicable 
to Aluminium. It was not for the first time that the 
DGS&D entered into a contract for the supply of Anti-
mony. Further regrettably the Inspector also did not 
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attempt to correct the mistake. These lapses appear to 
the Committee to be of sufficiently grave nature and 
call for detailed investigation." 

1.152.-Sr. No. 16: "The Committee note that an order for 
supply of 7,000 tents valued at Rs. 31.3 lakhs was placed 
on firm 'A' of Delhi in June, 1967 solely on the ground 
that the rate offered by the firm was .the lowest. The 
past performance of the firm was not at all taken into 
consideration. The firm which was not registered with 
the Director General, Supplies and Disposals had failed 
to make supplies against three contracts placed by the 
Director of Supplies (Textiles) Bombay in August-Sep--
tember, 1966 and as a result the contracts involving Rs. 
19 lakhs had to be cancelled. The firm's failure to keep 
up its contractual obligations in the past was not only 
overlooked at the time of awarding a new contract worth 
more than Rs. 31 lakhs but was in fact considerep by 
DGS&D as a factor in favour of the firm. This was ad-
mittedly a wrong decision which the Committee desire 
should be gone into with a view to fixing responsibility." 

1.153.-Sr. No. 17: "The Committee further note that as a re-
sult of tl!e firm's failure to make supplies against the 
fresh contract involving more than Rs. 31 lakhs, the 
DGS&D placed a contract for risk purchase on firm 'B'. 
This firm was none other than firm 'A' under a different 
name. The fact that firm 'B' was the same as firm 'A' 
with only a difference in name was known to DGS&D 
but they nevertheless placed the contract with firm 'B' 
because the rates quoted by them were the lowest and 
a strict interpretation of law on the subject enjoined that-
that only the lowest offer was to be accepted. According 
to the representative of the Ministry 'of Law in a ris~ 

purchase tender the lowest offer could be ignored if it 
was established that the firm making the lowest offer 
had no capacity to supply. The Committee are of the 
opinion that keeping in view their past performance 
it could be safely presumed that the firm lacked adequate 
capacity. They, therefore, feel that instead of taking a 
firm decision on this aspect, the easier course of taking 
shalter behind the letter of the law was resorted to. In 
fact the Committee were informed that in the present 
case, the advice of the Law Ministry would have been 
that it should have been possible to ignore the offer of' 
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firm 'B'. The Committee desire that a thorough investi-
gation should be mllde with a view to fixing responsibili-
ty as also ,for laying down proper guidelines for the 
future." 

1.154.-Sr. No. 18: "The Comfilittee find that orders issued by 
the DGs&D in 1969 debarring the firm from future con-
tracts were not communicated to the National Small 
Industries COrpci"ation with whom the firm was register-
ed. The Matter came to the notiee of NSIC only in 1972 
through the Audit Report. This is a serious lapse for 
which the responsibility should be fixed." 

1.181.-Sr. No. 21: "Between 3rd May, 1968 to 18th May, 1968 
the Director of Supplies (Textiles), Bombay placed four 
contracts valued at Rs. 28.10 lakhs on firm 'A' for supply 
of 12,49,824 metres of netting mosquito round mesh 
Khaki I white. As per the contracts deliveries were to be 
completed by the firm in instalments between Jurie, 1968 
and 31st August, 1969. On the 30th May, 1968, i.e., just 
after 12 days after the execution of the four contracts, the 
firm informed the Director of Supplies (Textiles) Bllm-
bay that as their mill was closed temporarily, the de-
liverious against these contracts were likely to be delayed. 
However, as the firm failed to effect the supplies by the 
stipulated date, the Director of Supplies (Textiles) can-
-celled these contracts in December, 1968 and April-June, 
1969 at the risk and expense of the firm and issued notices 
to the firm in July-September, 1969 for depositing 
Rs. 3,33,548 towards the extra cost of re-purchase. This 
was contested by the firm. The Ministry of Law to 
whom the matter was referred for advice held that since 
in 3 out of 4 cases the risk purchase contracts had been 
placed even before the defaulted contracts were can-
celled, Government was not entitled to claim any risk-
purchase loss in these cases. In the fourth case, the 
Ministry ow Law expressed the opinion that out of risk 
purchase of 4,00,000 metres the Government was entitled 
to recover the loss on 1,75,000 metres only. The omis-
sion to cancel the contracts placed on the firm before 
new contracts for risk purchase were placed is a serious 
lapse for which the Committee desire that responsibility 
should be fixed." 

1. 183.-Sr. No. 23: "From the information made available to 
the Committee it is seen that in 21 contracts placed on 
the firm between April, 1965 and April, 1968 for the sup-
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ply of mosquito netting the firm had completed deliveries. 
in time only in 5 cases. In the light of this backgrouncl 
the Committee fail to understand why such huge-
orders worth more than Rs. 28 lakhs were placed on this 
firm. Further, even after terminating all the contracts: 
with firm in 1968-69 because of the firm's inability to 
cope with the requirements of the DGS&D, the firm was. 
again selected for award of another contract in Novem-
·ber, 1970. This had also to be cancelled subsequently at 
the risk and cost of the firm. The Committee desire that 
the circumstances leading to the award of 4 contracts to. 
the firm in 1968 and another contract in 1970 may be-
gone into to see how far was it justifiable to have deal-
ings with a firm whose past record was not at all satis-
factory." 

1.16. In their action taken notes dated the 4th October, 1973, the-
Department of Supply stated as follows seriatim: 

1.55. -Sr. No.6: "The question regardinlg fixation of res-
ponsibility is under examination in the Vigilance Wing 
of D.G.S.&D. The Committee would be informed of the 
decision in the matter in due course." 

1.75-1.76.-Sr. Nos. 10 and 11: "The matter is under investi-
gation in the Vigilance Wing of the DGS&D. The findings' 
of vigilance probe would be reported to the Committee' 
in due course." 

1.113.-Sr. No. 12: "The caSe has been investigated. Copies of 
the indents relating to the Aluminium, Antimony and 
Lead Ingots were despatched to DGS&D under the same 
letter in one cover and the Ameridments relating to' 
Aluminium Ingots were erroneously entered on the in-
dent pertaining to Antimony. Enquiries made have con-
firmed that this was a clerical error. The responsibility 
for checking and ensuring correctness of the amendment 
was, however, that of the Store holder. The Store holder 
concerned retired from service w.e.f. 10-5-70 and ncr 
action can be taken against him. 

Action on the portion relating to the DGS&D is to be taken 
by Ministry of Supply." [Ministry of Defence (Depart-
ment of Defence Production) O.M. No. 26(4) 173ID(PA) 
dated 19-12-1973]. 

1.113. and 1.114-Sr. Nos. 12 and 13: "So far DGS&D is con-
cerned, the matter is being investigated by its Vigilance 
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Wings. The fiindings of the Vigilance probe would be-
reported to the Committee in due course." 

1.152. to 1.154.-Sr. Nos. 16-18: "The matter regarding fixa-
tion of responsibility is under examination in the Vigi-
lance Wing of the DGs&D. The Committee would be in-
formed of the decision in the matter in due course." 

1.181. and 1.83.-Sr. Nos. 21 and 23: "The matter is under in-
vestigation in the Vigilance Wing of the DGS&D. 
The findings of the Vigilance probe would be reported-
to the Committee in due course." 

1.17. On an enquiry about the latest position in regard to these 
cases, the Department of Supply stated in their further reply dated 
the 3rd January, 1974, that these hecommendations involve in-
vestigations from vigilance angle and efforts are being made to-
finalise the cases as expeditiously as possible." 

1.18. The Committee had highlighted a number of instances of 
serious lapses, improprieties and grave neglect, and had suggested 
investigation with a view to fixing responsibility. Mter a lapse of 
ne~ly six months the Committee were informed that the matters 
were under examination in the Vigilance Wing of the DGS&D. 
From a communication received two months later in January 1974 
ih reply to a que:ry about the latest position, the Committee are' 
distressed to find that the examiantion has not yet been completed. 
Th~s even after eight months the Government are not altle to let 
the Committee know of the bonafides or otherwise of the lapses,' 
irregularities, not to speak of the conclusive action taken against 
t~e concemed officials. The Committee cannot view with equani-
mity such an apparently irres·ponsible attitude. They do not think de-
partmental probe should ordinarily take so much time. In order to 
have the desirable deterrent effect it is necessary that such serious 
observations of the Committee are processed within the time-limit 
of six months. The Vigilance Wing of the DGS&D should be geared' 
up to expeditiously investigate such matters. A report on the out-
come of the examination of the isSues raised by the Committee' 
should be given witbha three IDOIlths. 

1.19. As regards the observation of the Committee contained :iJt 
paragraph 1.153 the Government, at the very least, could have laid' 
down proper guidelines for the future in regard to risk purcha .. es. 
But unfortunately even this does not appear to have been done. The-
Committee desire that this should be done forthwith and reasons for 
the lapse may be reported immediateJy. 



CHAPTER n 
RECOMMENDATIONS/OBSERVATIONS THAT HAVE 

BEEN ACCEPrED BY GOVERNMENT 

Recommendation 

Vocab-cum-programme books which enable the indenting Minis-
~tries to make a definite forecast of their requirements of various 
'stores for two or three years are being maintained by the Minis-
tries like Railways and Posts and Telegraphs. The maintenance of 
~such books also enables the D. G. S. & D. to plan procurement of 
vital stores on a more rational basis by entering into running con-
tracts with the suppliers instead of the rate contracts which are 
more expensive. The Committee regret to observe that the Minis-
try of Defence have not been maintaining vocab-cum-programme 
books with the result that the procurement of even the vital stores 
which are in regular demand of Defence Services was not being 
arranged on any programmed basis. The Committee were given 
to understand that in respect of certain items such as clothing, tool 
and hardwares the Ministry of Defence intimated their require-
ments to D. G. S. & D. 21 months in advance., From the infor-
mation made available by the D.G.S.&D. it is seen that during the 
!period 1966 to 1972 in respect of hOSiery items viz., socks, woollen 
jerseys etc., in only one case a lead of 21 months was allowed to 
D. G. S. & D. In other cases the lead time varied from a few 
days to 16 months. This only underscores the need for better plan-
ning for the purchase of Defence stores. 

[Sr. No.1 (Para 1.30) of Appendix V to 91st Report (5th Lok 
Sabha)]. 

Action taken 

The recommendation of the Committee on the need for better 
-planning for the purchase of Defen~' stbres'h'a~ be(!n"fioted-. Action 
!for the early finalisation of the Vocab-cum-Programme book for 
Defence stores has been' taken by ~e' D. G. S. & D., in consulta-
tion with the Ministry of Defence. 

[Deptt. of Supply O.M. No. P III-23 (28) /73 dt. 6-12~73]. 

10 
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Recommendation 

The Committee were informed that a decision had been taken 
:as far as in May 1970 by the Ministry of Defence to examine the 
1easibility of preparation of vocab-cum-programme books. It tock 
the D. G. S. & D. more than two years to persuade the Ministry 
·of Defence to be convinced about the need for the preparation and 
maintenance of such books. The Ministry of Defence have now 
agreed to prepare vocab-cum-programme book in respect of some 
1Ielected items. The Committee need hardly emphasise that the 
proposals aiming at better planning and economy should be examin-
-eel expeditiously. 

[Sr. No. 2 (Para 1.31) of Appendix I~ to 91st Report (5th Lok 
Sabha)]. 

Action taken 

The preparation of vocab-cum-programme books for a few select-
~. items, where Defence planning and indenting was possible, has 
been undertaken and Services Headquarters have sent the requisite 
material to D. G. S. & D. These books will be finalised by the 
:Services Headquarters in consultation with the D. G. S. & D. 
Further items, as and when they come to light, will also be indud-
-eel in such books. 

2. The peculiar conditions in which it took some time to fina-
lise the question of introduction of vocab-cum-programme book on 
the Defence sine had been explained in the note containing infor-
.mat;on on Point 1 of the List of Points relating to Audit Para 38-
.Procurement of Vests Woollen White, submitted to the P.C. by 
the Department of Supply under their O.M. No. P.III-19 (18) /71, 
-dated 29th March, 1973. The observaticns of the Committee that 
proposals aiming at better planning and economy should be exa-
mined expeditiously have been noted. 

{Mlo Defence (Deptt. of Def. Organisation) O.M. No. 11 (37) !721D 
(Budget) dt. 21-2-74). 

Recgmmendation 

The Committee find that although the number of cars offered 
'for inspection as per the firm's; letter was 87, only 80 cars were 
actually tendered for inspection. Further, 36 cars rejected On ins-
pection were not retendered by the firm after rectification of defects 
pointed out by the Inspector. They were disposed of in the open 

3186 LS-2 
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market. The Committee would like to know whether the failure 
of the firm in this regard was examined. 

[Sr. No.6 (Para 1.56) of Appendix IV to 91st Report (5th Lok~ 
Sabha)].-

Action taken 

As per certain documents available with the Defence Inspecto;,,-
rate, although intimation about tendering of 87 cars was sent by 
the firm, yet the number of cars physically tendered for inspection-
was only 80. 

Out of 80 cars tendered for inspection, 36 cars were rejected by 
the Defence Inspectorate. According to Defenc~ Inspectorate re-
submission after rectification is a normal practice. If a car tendered 
by a firm is not straightaway accepted due to presence of rectifi-
abie defects, the same car is re-tendered after rectification of pe­
fects. Further, the firm is asked by the Inspector to re-sumbit only 
those cars after inspection where the defects are of a rectifiable' 
nature; otherwise, a rejection notice is straightaway issued. The-
Defence Inspectorate have stated that the defects pointed out by-
the Inspector were of rectifiable nature. 

Regarding the observation of the Committee that the cars re-
jected on inspection were not re-tendered by the f¥'m after rectifi-
cation of the defects and were disposed of in the open market. It is~ 
stated that the DGS&D were not aware whether the defects point--
ed out by the Defence -Inspectorate were of rctifiable nature or 
not. Hence the failure of the firm in this respect could not be· 
examined by the DGS&D. 

[Deptt. of Supply O.M. No. III-19 (22) /73.tit. 18-12-73); 

Recommendation 

Under the Car Distribution and Control Order, Government 
have powers to reserve quota for speCified uses. In pursuance of' 
this there is a Central Government quota which is used for alIo-
cation of cars to Government servants. But so far as purchase-
for departmental use is concerned, there is at the moment no special 
quota. In view of what has happened in this case, the Committee-
desire Government to examine the feasibility of having a special 
quota for departmental use. 

[Sr. Nt). 8 (P9·a 1.58) of Appendix IV to 91st Report (5th LoIc. 
...... Sabha)J-
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Action taken 

The observations made by the Committee have been noted for 
action. <}lJ 

[M/o Heavy Industries O.M. No. 1 (14) 14\ 72-AEI (I) dt. 24126th 
Nov., 1973]' 

Recommendation 

The Committee are unhappy to note that after placement of 
the indent with the DGS&D in April, 1968, the Defence Depart-
ment changed the specifications and drawings for the trailers thrice 
between May, 1968 and January, 1969. As a result the tenders in-
vited in May, 1968, had to be cancelJed. In the retenders invited 
in December, 1968, the specifications and drawings were also chang-
ed twice before the finalisation of the contract in March, 1969. The 
changes in the specifications not only contributed to the delay in 
the purchase of trailers but also resultec! in avoidable loss as the 
extra expenditure incurred on risk purchase could not be recover-
ed from the defaulting firm due to trailers repurchased being of 
different specifications. The Committee need hardly stress that in-
dents should be placed with DGS&D only after the specifications of 
requisite stores have been finally decided upon. They trust that the 
present instances will not be allowed to be repeated. 

[Sr. No. 9 (Para 1.74) of Appendix IV to 91st Report (5th Lok 
Sabha)]. 

Action taken 

The directions of the Public Accounts Committee are noted: 
It has been decided that the concerned authority Holding Sealed 

Particulars, while forwarding indents to the Purchase Officer, will 
ensure that all specifications and paper particular quoted in the in-
dent are correct and up-to-date. It has also been decided that when 
once an indent is thus placed on the Purchas}ng Agency, no amend-

\ ments to the specifications pertaining to the indent in question will 
be made unless such amendments are justified on exceptional 
groun.,9,s to avoid hazards or for operational reasons· However, 
cases where amendments to specifications are likely to involve vitia-
tion of risk purchase with attendant financial loss to the Govern-
ment will be reported to this Ministry for taking a decision in the 
matter, in consultation with the users and the Ministry of Finance 
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(Defence) . A copy of the instructions issued by the Director 
General of Inspection in this connection is enclosed (not printed). 

[Mlo Defence (Deptt. of Defence Production) ufo No. 4(13) 173-
D (Prod.) dt.18-12-73]. 

Recommendation 

Antimony, an essential raw material for Defence Production, 
storage batteries and vital alloy metals, is produced by a Single firm 
in the country. The fair selling price of the metal is fixed by the 
Department of Mines and Metals. The selling price which ranged 
from Rs. 8828 per tonne to Rs. 10,560 per tonne during the period 
1st January, 1968 to 30th September, 1970, jumped to Rs. 46,532 per 
tonne with effect from 1st October, 1970. The supplies against the 
DGS&D's contracts were erratic, the figures being 218 tonnes in 
1968, 57 tonnes in 1969, 64 tonnes in 1970 and 406 tonnes in 1971. The 
annual production of the metal by the firm ranged from 568 tonnes 
to 731 tonnes during the period 1968-69 to 1971-72. The obvious in-
ference is that when the price fixed is low, the firm find it profit-
able to divert the supplies to. the open market. The Committee un-
derstand that there is no control over distribution of the metal. They 
desire that the feasibility of imposing some control should be consi-
dered in view of the vital Government needs. 

[Sr. No. 14 (Para 1.115) ~f Appendix IV to 91st Report (5th Lok 
Sabha)]. 

Action taken 

At present there is no control either formal Qr informal over 
the distribution of Antimony metal. The Company mainly sup-
plies Antimony metal to battery, alloy and cable manufacturers 
whose", requirements have been generally met by the company in 
full. The DGS&D, who purchase Antimony on behalf of the 
Government Departments, were also consulte~ in regard to the dif-
ficulties experienced by the Government users in getting Antimony 
metal from the Company. The DGS&D have stated that much dif-
ficulty has not been experienced by the users viz., the Indentc·rs in 
getting antimony metal except in one case. They are, accordingly. 
of the ViEW that imposition of control over distribution of Antimony 
metals does not seem to be called for. As the Ministry of Steel and 
Mines have also not come across any serious complaint in regard 
to the supply of Antimony metal by the Company. imposition of 
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control over distribution of Antimony metal is not considered neces-
sary at present. In case the supply position deteriorates in future, 
contrf)l OVP'" distribution of metal could be imposed. 

[M/o Steel & Mines (D~IJit. of Mines) O.M. No. 22111128173-Met. I 
dated 14-12-73]. 

Recommendation 

The Committee understand that the firm is now getting import· 
ed antimony through the Minerals and Metals Trading Corporation. 
They desire that the Ministry of Industrial Development should 
explore other sources for the manufacture of the metal so as to end 
the present monopoly. 

[Sr. No. 15 (Para 1.116) of Appendix IV of 91st Report (5th Lok 
Sabha)]. 

Action taken 

A feasibility report has been prepared for setting up a Second 
unit for the manufacture of Antimony metal based on importeti ore 
in the public sector by the Hindustan Zinc Ltd., at Visakhapatnam 
(A.P.), where the company is setting up a new zinc smelter. The 
new Antimony smelter will have a capacity of 1500 tonnes per 
annum and the project cost is estimated at about Rs. 18.50 lakhs. 
The Company propOSe to synchronise the setting up of the Antimony 
smelter with the new zinc smelter which is scheduled to be com· 
missioned during 1975-76. With the commissio:nj.ng of the Anti· 
mony plant of the Hindustan Zinc Ltd., the Star Metal Refinery 
will no longer hold a monopoly position as t~ sole manufacturer 
of the metal. 

[M/o Steel & Mines (Deptt. of Mines) O.M. No. 22·1 11 128 1 73-Met.-1 
dt. 14-12-73]. 

Recommendation 

"From the information before them, the Committee find that 
the nGS&D failed to handle the deal in a bUsiness like manner. 
The fresh indent had been received by the DGS&D on 5th May, 
1970 and as a result of their negotiations with the firm on the basis 
of the earlier tenders the firm had on 18th May, 1970 agreed to keep 
open up to 15th June, 1970 its old offer with an increase of Rs. 25,000 
over the price quoted earlier. Had this offer of the firm valid upto 
15th June, 1970 been accepted the extra expenditure involved in 
the purchase of the boiler could have been avoided. It has been 
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stated that as per the DGS&D manual the revised offer of the firm 
could have been accepted only on the cOll3ideration of want of ade-
qUCite competition. Keeping in view the fact that even at the time 
of the initial L~nder out of the three offers only one was technically 
acceptable and in the retender only· two firms sent offers it would 
have been reasonable to presUme that there was not much competi· 
tion. At the same tiIJl" the prices had been showing a marked trend 
llpwards from November, 1969. In the circumstances better offers 
could not have been expected. In any caSe the way this Case has 
been handled proved to be costly to the public exc·hequer. 

[Sr. No. 20 (Para 1.167) of Appendix IV to 91st Report (5th Lok 
Sabha)]. 

Action taken 

The observation of the Committee has been noted. 

[Deptt. of Supply O.M. No. P. III-22 (28) /73 dt. 27-12-73]. 



CHAPTER III 

RECOMMENDATIONS/OBSERVATIONS WHICH THE COM-
MITTEE DO NOT DESIRE TO PURSUE IN VIEW 

OF THE REPLIES OF GOVERNMENT 

Recommendation 

The National Sugar Institute, Kanpur, placed an indent on Direc-
~torate General of Supplies and Disposals for the procurement of one 
'water tube boiler without making necessary arrangements for the 
''funds required for the purchase. The indent placed sometime in 
. April, 1969 had to be cancelled by Directorate General of Supplies 
. and Disposals in November, 1969. Against the fresh indent re-
.ceived from the National Sugar Institute, KanpurJ in May, 1970, the 
'boiler was p~rchased at an extra expenditure of Rs. 2.65 lakhs. The 
-Committee consider it _e~sential that the circumstances leading to 
-the placement of an indent without making provision for funds are 
:!ooked into with a view to fixing responsibility. 

: [Sr. No. 19 (Para 1.166) of Appendix IV to 91st Report (5th Lok 
Sabha)]. 

Action taken 
The water Tube Boiler is a part of the machinery and plant re-

·qujred) for the experimental sugar factory which is being set up 
.at the ~ational Sugar Institute, Kanpur, as a Plan Project under 
. the Fourth Five-Year Plan duly approved by the Government of 
India on the 17th June, 1968. Necessary provision of funds for the 
purcb:'ase of machinery and plant (including the Water Tube 
Boiler) had been made in the budget for 1969-70. The Director, 

. National Sugar Institute, while placing the indent on Directorate 
General of Supplies and Disposals on 25th February, 1969 for purc-
hase of Water Tube Boiler, had therefore rightly confirmed the 
availability of funds. In a later letter dated 5th April, 1969 the 
Director, National Sugar Institute, informed the Directorate Gene-
ral of Supplies and Disposals that "the financial sanction of the 

"Government of India for the purchase of the Water Tube Boiler for 
1he experimental sugar factory has been sought and the same is 
,expected to be received shortly. The financial certificate on the in-
.dent has, therefore, not been signed. It may be stated that neces-
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sary provision in the budget for financial year 1969-70 has already been. 
made. It is requested that the quotations may kindly be called from 
the parties and the tenders be accepted after we had conveyed to-
you the financial sanction of the Government which is expected 
shorty. By doing so, some time would be saved." This was fol-
lowed by another letter dated 12th August, 1969 wherein the Direc-
tor, National Sugar Institute, again explained to the Directorate· 
General of Supplies and Disposals that "the expenditure sanction 
for the purchase of the Water Tube Boiler which has been sougbt 
from the Government is expected shortly and soon after its receipt 
the financial certificate on the last page of the indent form shall be 
prepared and furnished to you, as desired to enable you to enter 
into a firm contract." 

2. It would appear from the above that the Director, National 
Sugar Institute, Kanpur, while pla.cing the indent on the Directorate 
General of Supplies and Disposals for purchase of the boiler, sincere-
ly believed that expenditure sanction fo!, this purchase would be-
available soon and that the Directorate General of Supplies and 
Disposals could meanwhile initiate necessary purchase action to 
save time. In this connection it may be stated that according to the· 
provisions contained in para 42 of the Manual of Office Procedure 
for SUQplies, Inspection and Disposals of the Directorate General of 
Supplies and Disposals, in case of really urgent requirements pre-
limina,ry action can be initiated regarding purchase of stores in anti-
cipation of getting the necessary financial sanction and an indent, 
in anticipation of the financial sanction, can be placed if it can be 
certified that there is a reasonable certainty of getting the neces-
sary financial sanction and that the specifications of the stores are 
sufficiently detailed and firm and not likely to be achieved. The 
Director, National Sugar Institute had accordingly certified the rea-
sonable certainty of getting the financial sanction and he acted in 
good faith while anticipating receipt of financial sanction. It is, 
therefore, submitted that the indenting authority was mainly anxious 
to save time and had acted throughout with the best of intentions. 

3. The Director, National Sugar Institute, Kanpur, has been ad~ 
vised to ensure in future that financial sanction is invariably ob-
tained before an indent for purchase of any stores is placed with 
the Directorate General of Supplies and Disposals. 

(Mlo Agriculture (Deptt. of Food ulo No. G\25015\2\73-IF-II dt. 
24-1-74]. 



CHAPTER IV 

RECOMMENDATIONS/ OBSERVATIONS REPLIES TO WHICK 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION 

NIL 
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CHAPTER V 

"RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Recommendation 

The Audit paragraph brings out the fact clearly that as the pro· 
-curement of vests woollen white for Defence Services is not being 
programmed on a systematic basis, only a small number out of the 
-total requirements is covered against the rate contracts entered into 
by DGS&D from time to time and the balance quantity has to be 
procured by placement of tenders. The procure.ment by acceptance 
'of tenders involves assistance to the manufacturers for procurement 
.of wool tops on replenishment basis. However, since the wool tops 
are to be imported with only limited foreign exchange allocated by 
the Ministry of Foreign Trade, acceptance of contra~ts on assis-
tance basis becomes difficult. Therefore, in cases of urgent ad hoc 
indents from the Ministry of Defence, the DGS&D had to resort to 
purchases "at without assistance rates" which are inevitably high. 
The Committee desire that the Ministry of Defence should in con-
sultation with the DGS&D, make an exhaustive review of the 
'"'Vhole system of the procurement of the vital stores and lay down 
procedures which are more conductive to economy. 

[Sr. No. 3 (Para 1.32) of Appendix IV to 91st Report of (5th Lok 
Sabha)]. 

Action taken 

The recommendation of the Committee is being examined in 
.depth and decision of the Government will be intimated in due 
-course. 

[Deptt. of Supply O.M. No. P. 'III-22 (28) /73-dt. 18-12-73]. 

Recommendation 

The Committee note that against an estimated requirements of 
-about Rs. 2.5 crores worth of foreign exchange for import of wool 
tops ~r defence requirements, foreign exchange of Rs. 1 crore only 
has been allocated. The Committee desire that the feasibility of 

20 
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.setting aside a portion of the total production of wool tops in the 
country for meeting the urgent requirements of the defence forces 
may be examined. 

[Sr. No.4 (Para 1.33) of Appendix IV to 9Ist Report (5th Lok 
Sabha)]. 

Action taken 
The position in regard to the allocation of foreign exchange for 

the import of wool during the Wool Year 1973-74 has been explain-
-ad by the Ministry of Commerce in their O.M. :N"o. 12(4)172-EI-WT 
dated 10th October, 1973 addressed to the Lok Sabha Secretariat 
(see Annexure). The feasibility of setting aside a portion of the 
total production of wool tops in the country for meeting the require-
ments of the defence forces is being further examined in the 
Department of Supply in consultation with the other Departments 
concerned. 

[Deptt. of Supply a.M. No. P. 111-22(28)/73 dt. 27-12-73] 

ANNEXURE 

(Copy) 

No. 12 (4) /72-EI-VI 

GoVERNMENT OF INDIA 

MINISTRY OF COMMERCE 

New Delhi, the 10th October, 1973. 

OFFICE MEMORANDUM 

SUBJECT.-Action taken on para 1.33 of C.&A.G.'s Report (Civil) 
for the year 1970-71 relating to the Department of Sup­
ply-Setting aside a portion of total production of wool 
tops in the country fe»' meeting Defence requirements­
Recommendations of Public Accounts Committee-91st 
Report of P.A.C. (5th Lok Sabha). 

Attention is invited to Department of Supplies a.M. No. P 111-22 
(28) /73, dated the 8th May, 1973, on the above subject. It is stated 
In this connection that the foreign exchange ceiling for import of 
'wool during the last two years has been of the order of Rs. 15 crores. 
Ministry of Finance have, however, not agreed to release any foreign 
exchange for import of wool in the wool year 1973-74. It has, there-
fore, been decided that the raw material requirements of the wool-
len industry for this year would be met by re-allocation of the un-
utilised allocations of the last three years. This factor, combined 
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wit~ nearly three fold increase in the price of wool in the inter-
natIOnal market during the last one year, has considerably reduced 
the availability of wool to the woollen lnllu05try lind it U: appre-
hended that the raw wool available to the woollen industry in the-
coming year may not be much more than 1/3rd of the quantity that 
was available an year back. In the context of this reduced avail-
ability of raw wool, the combing position has considerably eased. 
Therefore, while there would be no problem in regard to combing, 
unlike the previous years-when the limited combing capacity prov-
ed to be very inadequate and led to a bottleneck, it would not be 
possible to spare any quantity of wool from out of the allocations 
meant for civilian use, for meeting Defence requirements. The 
anticipated production of wool tops would fall far short of the 
requirements of the woollen industry. In these circumstances, the 
most desirable course would be for the Department of Supply to 
approach the Ministry of Finance (Deptt. of Economic Affairs) for 
getting additional foreign exchange allocation to meet the full 
Defence requirements. Once this additional foreign exchange fo~ 
meeting the Defence requirements is available and raw wool is im-
ported against it, no difficulty is envisaged in regard to getting the 
wool combed as it has been decided to create an additional combing 
capacity of the order of 2.5 million lbs. 

In the light of the above. it is felt that no further action is called 
for on the part of this Ministry in regard to the recommendation 
of the Public Accounts Committee mentioned above. 

To 

Sd/- (P. N. KAPUR), 

Joint Secretary to. the Govt. of India. 

Lok Sabha Secretariat, (8hri Avtar Singh Rikhey, Jt. Secy.). 
Parliament House, New Delhi. 

Copy to:-Ministry of Supply 

Recommendations 

According to the advance acceptance of tender placed on the 
manufacturer on 6th February, 1971, 199 Ambassador cars were to 
be tendered for inspection by 10th April, 1971 to meet the defence 
requirements. However, only 80 cars were tendered for inspection 
by the> manufacturer out of which 44 cars were accepted. The extra 
expen'!iture on account of purchase of the balance of 155 cars at 
the higher price consequent on the Supreme Court order dated 16th 
APril, 1971 was Rs. 2.95 lakhs. As the firm clearly failed to perform 
the contract and deliver the vehicles within the stipulated date 
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of delivery ending with 10-4-1971, action should have been taken to 
recover general damages. Instead the purchaser is stated to have 
acquiesced in the continuance of the contract by issuing a letter of ex-
tension unilaterally extending the date of delivery till 31st May, 1971. 
The Committee desire that the responsibility should. be fixed for this 
lapse. 

[Sr. No.5 (Para 1.33) of Appendix IV to 91st 
Report (5th Lok Sabha)] 

Action taken 

The question regarding fixation of responsibility is under exami-
nation in the Vigilance Wing of D.G.S. & D. The Committee would 
be informed of the decision in the matter in due course. 

[Deptt. of Supply O.M. No. P. III-22 (28) /73 dated 27-12-73]. 

Recommendations 

The Committee are not happy over the high rate of rejections 
(45 per cent). As the firm was presumably aware of the impending 
revision of the price of car, deliberate manipulation by them to keep 
the number of accepted cars to the minimum cannot be ruled out. 
It is unfortunate that there was no commitment on the part of the 
firm to deliver all the cars by the stipulated date in good condition. 
The lacuna in the contract was that the terms 'delivery' was defined 
as "tendered for inspection'. 

The assumption that "when stores are put up for inspection they 
will be of acceptable quality in terms of the contract" did not prove 
to be correct. The Committee do not appreciate the helplessness of 
the Government in persuading the firm to accept a firm delivery 
·clause. 'rhe Committee suggest that Government should examine 
·this question in all its aspects to see how their interests could be safe-
;guarded although Ambassador car is a proprietary item. 

[Sr. No.7 (Para 1.57) of Appendix IV to 91st Report (5th Lok Sabha] 

Action taken 

The matter is under consideration of the Government. The Com-
:rttittee would be informed of the further developm~nt. in due course. 

[Deptt. of Supply O.M. No. P. III-22 (2S) /73 dated 27-12-731 

Recommendations 

The Committee also feel that the placement of a big order valued 
at Rs. 39.59 lakhs on a new firm which had no previous experience 
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of manufacturing trailers was not at all justified. It is pertinent to-
note in this connection that the order on this firm was placed in an 
effort to develop new sources of supply. In the opinion of the Com-
mittee the placement of an order of the magnitude of 865 trailers out 
of a total of 1045 was highly improper and calls for investigation. 

It is seen that the inspection 9f the prototype submitted by the 
firm on the 3rd August, 1969 was completed by the Defence Inspec-
torate on 7-11-1969 and thereafter due to layoff the firm's factory 
from 19-12-1969 the firm did nQt re-offer for inspection the prototype 
trailer. In view of the closure of the fa~tory, the DGS&D should 
have taken necessary steps to safeguard their interests by cancelling 
the contract well in time. The delay in taking timely action has 
resulted in extra expenditure of Rs. 6.32 lakhs whi::h the Committee· 
cannot but deplore. 

[Sr. Nos. 10 and 11 (Paras 1.75 and 1.76) of Appendix IV to 91st 
Report (5th LQk Sabba)"l. 

Action taken 

The matter is under investigation in the' Vigilance Wing of the 
DGS&D. The findings of vigilance probe would be reported to the 
Committee in due course. 

[Deptt. of Supply O.M. No. P. 111-22(28) /73 dated 27-12-73]. 

Recommendation 

. The Committee take a serious view of the mistake in indicating 
the specification of antimony in the indent by the Ammunition fac-
tory, Kirkee and the delay in appropriately amending the contract. 
for the supply of the metal in the offiCe of the DGs&D. These cost the-
exchequer additional expenditure of Rs. 12.05 lakhs. The Committee-
desire that responsibility should be fixed for the mistake that occurred 
in the Ammunition Factory. The delay in DGS&D's Office at each 
stage should also be investigated. 

It is surprising that at the time of entering into the contract for 
the purchase of antimony it was not noticed that the specification 
given was applicable to Aluminium. It was not for the first time 
that the DGS&D entered into a contract for the supply of Antimony. 
Further regretably the Inspector also did not attempt to correct the· 
mistake. These lapses appear to the Committee to be of sl,li'ficiently 
grave nature and call for detailed investigation. 

[Sr. Nos. 12 and 13 (Paras 1.113 and 1.114) of Appendix IV to 91st 
Report (5th Lok Sabha)].-
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Action taken 

So far DGS&D is concerned, the matter is being investigated by 
its Vigilance Wing. The findings of the Vigilance probe would be 
reported to the Committee in due course. 

[Deptt. of Supply O.M. No. P. In-22 (28) /73 dt. 27-12-73} 

The case has been investigated. Copies of the indents relating 
to the Ahpninium, Antimony and Lead Ingots were despatched to 
DGS&D under the same letter in one cover and the Amendments 
relating to Aluminium Ingots were erroneously entered on the in-
dent pertaining to Antimony. Enquiries made have confirmed that 
this was a clerical error. The responsibility for checking and en-
suring correctness of the amendment was, however, that of the Store 
holder. The Store holder concerned retired from service w.e.f. 
10-5-70 and no action can be taken against him. 

[Mjo Defence (Deptt. of Defence Production) O.M. No. 26(4) 173!D' 
(PA) dt. 19-12-73]. 

Recommendations 

The Committee note that an order for supply of 7,000 tents valued 
at Rs. 31.3 lakhs was placed on firm 'A' of Delhi in June, 1967 solely 
on the ground that the rate offered by the firm was the lowest. The 
past performance of the firm was not at all taken into consideration_ 
The firm which was not registered with the Director General, Sup-
plies and Disposals had failed to make supplies against three con-
tracts placed by the Director of Supplies (Textilies), Bombay in 
August-September, 1966 and as a result the contracts involving Rs. 19 
lakhs had to be cancelled. The firm's failure to keep up its con-
tractual obligations in the past was not only overlooked at the time' 
of awarding a new contract worth more than Rs. 31 lakhs but was 
in fact considered by DGS&D a.s a factor in favour of the firm. This 
was admittedly a wrong decision which the Committee desire should 
be gone into with a vie*, to fixing responsibility. 

The Committee further note that as a result of the firm's faiJure to 
make supplies against the fresh contract involving more than Rs. 31 
lakhs, the DGS&D placed a contract for risk purchase on firm 'B'. 
This firm was none other than firm 'A' under a different name. The 
fact that firm 'B' was the same as firm 'A' with only a difference in 
name was known to DGS&D but they nevertheless placed the con-
tract with firm 'B' because the rates quoted by them were the lowest 



:and a strict interpretation of law on the subject enjoined that only 
the lowest offer was to be accepted. According to the representative 
of the Ministry of Law in a risk purchase tender the lowest offer 
-eould b ~ ignored if it was established that the firm making the lowest 
of!er had no capacity to supply. The Committee are of the opinion 
that keeping in view their past performance it could be safely pre' 

''Sumed that the firm lacked adequate capacity. They, there-
jore, feel that instead of taking a firm decision on this aspect, the 
,.easier course of taking shelter behind the letter of the lq.w was re-
:sorted to. In fact the Committee were informed that in the present 
<:ase, the advice of the Law Ministry would have been that it should 
nave been possible to ignore the offer of firm 'B'. The Committee 
desire that 3. thorough investigation should be made with a view to 
fixing responsibility as also for laying down proper guidelines for the 
~future. . 

The Committee find that orders issued by the DGS&D in 1969 de-
'barring the firm from future contracts were not communicated to the 
National Small Industries Corporation with whom the firm was 
registered. The matter came to the notice of NoSle only in 1972 
'through the Audit Report. This is a serious lapse for which the res-
llonsibility should be fixed. 

ISr. Nos. 16-18 (Para Nos. 1.152 to 1.154) of Appendix IV to 91st 
Report (5th Lok Sabha)]. 

Action taken 

The matter regarding fixation of responsibility is under exami· 
nation in the Vigilance Wing of the DGS&D. The Committee would 
:be informed of the decision in the matter in due course. 

[Deptt. of Supply O.M. No. P. 1II-22 (28) /73 dated 27-12-73]. 

Recommendations 

Between 3rd May, 1968 to 18th May, 1968 the Director of Supplies 
'(Textiles), Bombay placed four contracts valued at Rs. 28.10 lakhs 
·on firm 'N for supply of 12,49,824 metres of netting mosquito 
round mesh Khakilwhite. As per the contracts deliveries were to 
be completed by the firm in instalments between June, 1968 and 31st 
August, 1969. On the 30th May, 1968 i.e. just after 12 days after the 
execution of the four contracts. the firm informed the Director of 
Supplies (Textiles), Bombay, that as their mill was closed temporarily 
the deliveries against these contracts were likely to be delayed. How-
ever, as the firm failed to effect the supplies by the stipulated date, 



~7 

the Director of Supplies (Textiles) cancelled these contracts in De-
cember, 1968 and April-June, 1969 at the risk and expense of the 
firm, and issued notices to the firm in July-September, 1969 for 
depositing Rs. 3,33,546 towarls the extra cost of re-purchase.This 
was contested by the firm. The Ministry of Law to whom the matter 
was referred for advice held that since in 3 out of 4 cases the rIsk 
purchase contracts had been placed even before the defaulted cont-
racts were cancelled Government was not entitled to claim any risk-
purchase loss in these cases. In the fourth case, the Ministry of Law 

. expressed the opinion that out of risk purchase of 4,00,000 metres the 
Government was entitled to recover the loss on 1,75,000 metres only. 
The omission to cancel the contracts placed on the firm before new 
contracts for risk purchase were placed is a serious lapse for which 
the Committee desire that responsibility should be fixed. 

[Sr. No. 21 (Para 1.181) of Appendix IV to 91st Report (5th Lok 
Sabha)] 

Action taken 

The matter is under investigation in the Vigilance Wing of the 
DGS&D. The findings of the Vigilance probe would be reported to 
the Committee in due course. 

[Deptt. of Supply O.M. No. P. III-22 (28) /73 dt. 27-12-73] 

Recommendation 

The Committee were informed that on the advice of the Ministry 
of Law DGS&D have initiated arbitration proceedings in respect of 
all the 4 contracts entered into with the firm. The Committee would 
like that the out-come of the arbitration proceedings be intimated to 
them in due course. 

[Sr. No. 22(Para 1.182) of Appendix IV to 91st Report (5th Lok 
Sabha)] 

Action taken 

. The matter is still under arbitration. The outcome of the arbit-
ration proceedings would be intimated to the Committee in due 
course. 

[Deptt. of Supply OM. No. P. III-22 (28) 173-dt.. 27-12-73] 

~onunendations 

"From the information made available to the Committee it is seen 
that in 21 contracts placed on the firm between April, 1965 and April, 
1968 for the supply of mosquito netting the firm had completed 

3186 LS-3. 



28 

deliveries in time only in 5 cases. In the light of this background 
the Committee fail to understand why such huge orders worth more 
than Rs. 28 lakhs were placed on this firm. Further. even after ter-
mjnating all the contracts with the firm in 1969-69 because of the 
firm's inability to cope with the requirements Qf the DGS&D, the 
firm was again selected for award of another contract in November, 
1970. This had also to be cancelled subsequently at the risk and 
cost of the firm. The Committee desire that the circumstances 
leading to the award of 4 contracts to the firm in 1968 and anothpr 
contract in 1970 may be gone into to see how far was it justifiable 
to have dealings with a firm whose past record was not at all satjs~ 
factory. 

[Sr. No. 23 (Para 1.183) of Appendix IV to 91st Report (5th Lok 
Sabha] 

Action taken 

The matter is under investigation in the Vigilance Wing of the 
DGS&D. The findings of the Vigilance probe would be reported 
to the Committee in due course. 

[Deptt. of Supply O.M. No. P. 111-22(28)/73 dt. 27-12-73] 

NEW DELHI; 
13th March, 1974 
Phalguna22, 1895--(5). 

JYOTIRMOY BOSU, 
Chairman. 

Public Accounts Committee. 
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SI. Name of Agmc 
No. 

DELHI 

24. Jain Book Agency, Con-
naught Place, New Delhi. 

25. Sat Narain & 30ns, 3141, 
Mohd. Ali Bazar, MOci 
Gate, Delhi. 

'1.6. Atma Ram & SODS, Kash-
men Gate, Delhi-6. 

27. J. M. JaiDa & Brothers,_ 
Mad Gate, Delhi. 

28. The Central News Agency, 
23/90> CoDDaught Place, 
New Delhi. 

29. The &gIiah Boot Store, 
7-1., CoDDaught Circ2s, 
New Delhi. 

30. Labhmi. Book· Store, .p 
Municipal Market, JaDPath. 
New Delhi. 

. 31. Bahree Brothers. 188. Laj-
patrai Market. Delhi-6. 

32. JaYaDa Boot Depot, Chap-
paerwala Kuan. Karol Bap, 
New Delhi. 

Apcy SI. Name of Agent 
No. No. 

II 

33. Oxford Boot & Stationery 
Comp aDY. Scindia House. 
CoDDaught Place, New 
Delhi. 

3 34- People's Publishing Hoose, 
RaDi Ihansi Road, ~ew 
Delhi. 

9 
3$· T.8 United Book Agency. 

48. Amrit Kaur Market,· 
Pahar GaDj, New Delhi. 

II 36. Hind Book House, 82. Jan-
path, New Delhi. I' 37. Bootwell, 4, SaDt Naran-
kari Colony, Kingsway 
Camp. DeIhi-90 

zo MANIPUR 
38. Shri N. Chaoba Singh, New. 

Agent. Ramlal Paul High 
23 School Annexe, Imphal. 

27 
39· 

66 

AGENTS IN FOREIGN 
COUNTRIBS 

The Secretary, Establiah.mant 
Department, The High 
Commission of InJia, 
India House, Aldwych. 
LONDON, W.C.-a. 

Agency 
No. 

68 

8~ 
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