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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised by 
the Committee, do present on their behalf this 67th Report on the Action 
Taken by Government on the recommendations of the Public Accounts 
Committee contained in their 60th Report (Third Lok 5labba) relating to 
excess payment and available expenditure. 

2. On 12th June, 1968, an "Action Taken" Sub-Committee was 
appointed to scrutinise the replies received from Government in pursuance 
of the recommendations made by the Committee in their earlier Reports. 
The Sub-Ccmmittee was constituted with following Members: 

1. Shri D. K. Kunte-Convener 
2. Shri C. K. Bhattacharyya 
3. Shri K. K. Navar 
4. Shri Narendra Kumar Salve 
5. Shrimati Tarkeshwari Sinha 
6. Shri N. R. M. Swamv. 

3. The draft Report was considered and adopted by the Sub-Committee 
at their sitting held on 10th and 23rd April 1969 and finally adopted by 
the Public Accounts Committee on 28th April 1969. 

4. For facility of reference the main conclusions/recommendations of 
the Committee have been printed in thick type in the body of the Report. 
A statement showing the summary of the main recommendations/observa-
tions of the Committee is appended to the Report (Appendix III). 

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

M. R. MASANI. 
Chairman. 

Public Accounts Committee. 

NEW DELHI; 
April 28, 1969/Vaisakha 8, 1891 (S). 

(v) 



CHAPTER 1 

REPORT 

] .1. This Report of the Committee deals with action taken by Govern-
ment on the recommendations/observations contained in their 60th Report 
(Third Lok Sabha) on paragraph 57 of Audit Report (Civir), 1966 relat-
ing to excess payment and avoidable expenditure for air-lifting/air-dropping 
of stores in North East Frontier Agency and NEFA and Naga Hills-Tuen-
sang areas, which was presented to the House on 15th November, ]966. 

1.2. Out of 42 recommendations contained in the Report, action taken 
notes have been received in respect of 41 recommendations. A reply is 
outstanding from th~ Ministry of Tourism and Civil Aviation in respect of 
the recommendation at S. No.1. 

1.3. The action taken notes/statements on the recommendations of the 
Committee have been categorised under the following heads: 

(i) Recommendations/observations that have been accepted by 
Goverwnent : 

S. Nos. 2, 5, 6, 7, 8, 9, 10, 13, 14, 16, 17, 19, 20, 22, 23 p 

25, 27, 30, 31, 32, 34, 36, 37, 38, 39, 40, 41 'and 42. 

(U) Recommendations/observations which the Committee do not 
desire to pursue in view of the replies of Government: 

S. Nos. 3, 4, 11, 12 and 35. 

(iii) Recommendations/observations in respect oj'which Gmoernment 
have furnished interim replies: 

S. Nos. ]5, 18,21, 24, 26, 28, 29 and 33. 

Unsatisfactory features of the agreements and lapses in their implemmtation 
(Para No. 5.1) 

1.4. In their 60th Report (Third Lok Sabha), the Committee had 
commented . upon certain unsatisfactory features of a contract entered into 
with a private company for air-lifting and air-dropping of stores in North 
East Frontier Agency and N.H.T.A. areas. The Committee had also drawn 
attention to various lapses in the implementation of the contracts. The 
original contract entered into for 3 years from 1st May, 1960, was followed 
by a second contract for 1 year from 1st May, 1963 and a third one for 3 
years from lst July, 1964. The third contract expired on 30th June. 1967 
and it was not renewed. 
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1.5. In para 5.1 of the Report, the Committee made the fo1lc7tt'in~ 
observations : 

"Examination of the working of the contract for air-dropping opera-
tions in NEFA and NHTA area with a private air company has revealed 
the following unsatisfactory features : 

(a) Contract was given to the private company even though I.A.C. 
with I.A.F. was willing to undertake the task; 

(b) the contract to the company was awarded ignoring certain basic 
principles of the tender system and without making eMeDtial 
enquiries about the finaDCi~ capacity etc. of the company; 

(c) the Agreement was drafted in a haphazard and not unambiguous 
manner; 

(d) contract has been renewed or extended from time to time with-
out following the normal procedure of inviting tenders; 

(e) the execution of the contract lacked proper supervision and 
effective control; 

(f) an amount exceeding a crore of rupees has been paid to the 
company provisionally and no attempt has been made to finalise 
the payments even after the lapse of a number of years and 
renewal of contract twice; • 

(g) several cases of over-payments based on wrong calculations 
have been detected; 

lh) the recovery of nearly Rs. 32 lakhs from the company on 
account of stores lost, has not been initiated so far; and 

li) 985 air-dropping sorties, valuing Rs. 19,05,987 have remained 
unacknowledged till the end of year 1965-66. Yet proviiional 
payments in respect of these sorties have been made. 

In the circumstances. the Committee are of the view that there is an 
immediate need for the appointment of a Committee, consisting 01. the 
senior representatives of Ministry of Finance, the Auditor-General and 
the Central Bureau of Investigation which should make a thorough 
probe into the working of the Agreement to assess the extent fA. lOSi to 
Government and undue advantage to the Company. TIle Inquiry Com-
mittee should a1so fix responsibility for the unsatisfactory implemeotation 
of the various provisions of the Agreements." 

1.6. III their reply dated the 3rd July, 1968, the Ministry of Home 
Affairs stated : 

"In pUI:'suance of the Public Accounts Committee's recomOleo4ations 
above, a Committee consisting of Financial Adviser (Defetice) as Otair-
man, and Chief Auditor, Northern Railway and DIG of Police, Central 
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Bureau of Investigation as Members, has beerrcOnstituted on 30-i2-1966 
with the following terms 0t reference : 

(a) To study the contracts entered into with the company in 1960, 
1963 and 1964 and examine the extent to which there were 
lapses in imp!ementing the various provisions of the contracts. 

(b) To assess the extent of losses to the Government resulting 
from nO:!hPIementatiOll of the various provisions of the con-
tract or errors and omissions while making payments to the 
company for the work done by them during the currency of the 
contract. 

(c) To assess the extent to which any undue advantage accrued to 
the company as a result of the working o( the agreements with 
it. 

(d) To fix responsibility for the unsatisfactory implementation of 
the various provisions of the agreements with the company. 

(e) To investigate to what extent, if any, the instructions regarding 
inspection of stores dropped at dropping zones by a Board con-
sisting of local officers with a view to assessing the causes of 
losses in supply dfopping. have been properly followed. 

(0 To suggest remedial measures that should be taken to prevent 
the recurrence of the irregularities and llilp5CS in the implemen-
tation of the agreement in future, including the augmentation 
and the reorganisation, if any, of the executive and accounting 
organisation at present available under the NEF A Administra-
tion for this p~JI'pose. 

The Cominittee submitted its Report on. the 23rd March, 1968. 
Action is being taken in the light of the Committee's findings. Findings 
of the Enquiry Committee and action taken thereon by Govemment will 
be intimated to the Public Accounts Committee." 
1.7. The Ministry of Home Affairs furnished a copy of the Report of 

the High Level Committee with their Office Memorandum dated the 10th 
July," 1968. The Ministry have also furnished a statement (Appendix I) 
showing action taken on the recommendations of the departmental Com-
mittee with their reply dated the 18th December, 1968. 

1.8. The main findings of the High Level Committee are summarised 
below :~ 
0) Unsatisfactory features of the contracts:' 

The three agreements executed with the company "were not drafted 
with clarity and precision" in the following respects : 

(a) The remuneration to the company was to be based on the 
average timings for the flights, but the agreements did "not 
provide for the exact mode of calculating the average timings.'" 

L18L8S'6~2 



"It has been reported that ,during the period May, 1960 to 
December, 1966, the Company had been able to reduce the 
actual ftying time as compared to the average timings origina,Dy 
fixed, by about 23 % . As payments to the company were made 
on the basis of the average timings fixed, the ompany made an 
estimated gain of Rs. 91 lakhs during the above period on 
account of the reductioo achieved in actual flying time. 'Ibis 
estimate is related to the average timings originally fixed in 1961. 
With reference to the average timings as revised in December, 
1966 and January, 1967, this gain works out to about Rs. 80 
lakhs." 

(b) The first two contracts did not provide for the mode of deter-
minatiOft of average flying timings in respect of those sectors 
where neither I.A.C. nor I.A.F. or Indamer Company (a former 
contractor) had ftown earlier. In the third contract there was 
no provision for determination of average ftying timings in those 
sectors which were opened for the first time. Payments in 11!8-
peet of these ftights were made provisionally but "these provi-
sional payments would require to be adjusted finally 00. some 
basis that would have to be declded upon by Government." 

(c) (i) "The clauses providing for calculation and recovery of 
dropping los~es are not precise regarding the mode of cal-
culation of losses." 

(ii) "Cause 10 of the contracts has not been drafted With 
clarity and precision, and because of this different views 
can be had as to how exactly the percentage of loss referr-
ed to therein should be worked out." 

(iii) 'IApart from the ambiguity regarding the method of ca1c:n-
lating the percentage of losses, another difficulty which the 
CommittU came across is as to whether for purposes of 
the calculatioos of the percentage of loss, the gross weight 
of the stores or the net weight of the stores sbould 
be taken into account." 

(iv) "Oauses 10 of the first two contracts and clause 10(a) of 
the third contract stipulate that the Government would 
provide the Company with a copy of the Schedule of rateS 
as far as practicable of the different commodities air-
dropped on the basis of which the losses are to be calcu-
lated. The Committee was informed by the Administra-
tion that no such copy of Schedule of rates was furnished 
to the Company. In view of the absence of any specific 
provision in the agreement for the mode of pricing of die 
stores lost in excess of four per cent and also in view d. 



the fact that no copy of Schedule of rates was furnished to 
the Company, the exact pricing of loss would become a 
matter of argument." 

(d) "The clauses providing for revision of rate of payment to the 
Company on account of any change in operating cost do not 
specify the elements of cost that should be taken into 8.COO1H1t 
for determining the operating cost." 

(e) The agreements did "not provide for periodical review of the 
average timings once fixed." 

(f) The rate of payments for flights was "not related to the actual 
pay load carried." 

"In the agreements entered into by the Administration with 
Mis. Indamer Company Limited in 1957 and with the Indian 
Airlines Corporation in 1959 and 1960, the remuneration for 
the services wa.~ fix,ed at so much per flying hour for a definite 
pay-load and for any increase or decrease in the· pay-load, the 
flying hour rate was proportionately increased or decreased." 

"In the case of the three contracts entered into by the 
Administration with Mis. Kalinga Airlines (P) Limited, there 
is flO provision for relating the flying hour rate to the pay-load 
carried. "Non-carrying of full pay-loads in those sectors where 
the Company was to be paid on the basis of average timings 
would result in some advantage to the Company in that the 
actual time taken in flying might be . less than when the full load 
were to be carri~, and even the time taken in dropping supplies 
might be less. In view of these possibilities the Administration 
should have related the flying hour rate payable to the company 
in some manner to the actual pay-load carried as was done in 
their earlier agreements with Mis. Indamer Company and 
Indian Airlines. Such a provision would have acted as a check 

r on the Company's Pilots refusing to carry, without sufficient 
justification, appropriate loads and thereby could have eliminated 
advantages to the Company of the kind referred to above." 

(g) "There is no specific provision in any of the agreements for 
dealing with losses in landing sorties." 

(Ii) Lapses in implementation of the contract: 
"On account of the incorrect determination of the average timings in 

May and December, 1961, and delay in determination of average tim-
ings in some sectors, the following amounts were overpaid to. the Com-
pany during the first two contract periods : 

(i) F11'St contract period Rs. 4,16,905 
(ii) Second Contract period Rs. 2.97.391 
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"Due to the incorrect average timings determined in May and 1 
December, 1961 being made a Schedule to the third contract, an extra 
expenditure of Rs. 4,35,284 was incurred by the Govel'l)ment during ~ 
the period 1-7-1964 to 31-12-1966." 

"'The average timings in respect of landing sectors which were origi-
nally fixed in May and December, 1961 were revised in January, 1967. 
In special audit it was foWld that even the revised average timings are 
not wholly correct. The Committee had advised the Director to further 
revise the average timings in those sectors and calculate the overpay-
ments on this basis." 

"In the case of landing sorties from Mohanbari to Inkiong certain 
amounts were overpaid to the Company due to the payments having 
been made for 1lights to these places On the basis, of their being dropping 
sorties instead of landing sortres. The amounts so overpaid during the 
first two contract period are as under : 

(i) First contract period Rs. 22,151 
(ij) Second contract period Rs. 39,721l 

"The extra expenditure on account of the inclusion of the incorrect 
timing for this sector in the Schedule to the third contract would be 
Rs. 83,780 of which an expenditure of Rs. 38,998 had already been 
incurred." 

"There was avoidable delay in determining average timings under 
clause 7 (b) of the third contract. This lapse, however, did not result 
in any overpayments to the Company." 

"Losses recoverable from the Company under clauses 1 0' of the 
various agreements were not calculated in time and recovered from the 
Company so far. The amounts of losses recoverable from the Company, 
according to the basis of calculation adopted by the Committee are as; 
under: . 

(i) First contract period 
(ii) Second contract period 
(iii) Third contract period 

(from 1·7-64 to 31-12-66). 

Rs. 9,74.443 ~ 

Rs. 5,20,081 
Rs. 20,48,216" 

"The above losses do not include losses in respect of certain sorties 
like 'Operation Onkar' etc. These figures include losses in respect of 
unacknowledged sorties." 

"While working out the above losses, Central Procurement Organisa-
tion stores have been valued at the C.P.O. selling rates, i.e., the cost of 
procurement plus 15%for overheads, while the non-CPO stores have~ 
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been valued at only the cost of procurement. If overheads at 15% are 
to! be charged for non-CPO stores, the further amounts of losses recover-
able from the Company are estimated as under : 

. (i) First contract period 
(ii) Second contract period 
(iii) J)lird contract period 

(1-7-64 to 31-12-66) 

Rs. 48,722 
Rs. 26.004 

., Rs. 1,02,411 

Certain discrepancies in the quantities of stores despatched appea.rinc in 
different copies of the same load manifest were noticed. These discre-
pancies should be investigated by the Adniinistration." 

"Monthly phased-programmes of airlifting and drWping were not 
furnished to the Company till September, 1965." 

"The Company's accounts for the first two contract periods which 
should have been settled under clause 11 of these contracts were Dot 
settled by the due dates." 

(iii) Undue advantage derived by the Company. 

"All the overpayments made to the Company and referred to above 
remained with the company for long periods resulting in undue financial 
benefit to it." 

"The additional security deposit of Rs. 2.30 lakhs realised under the 
first contract was refunded to the Company before finalisation of accounts 
under that contract. Even the security deposit of Rs. 4 lakhs. to be kept 
under the three contracts was found tOi have diminished to RI. 3.40 
Jakhs. The refund of the additional security deposit and the shortfall in 
the security deposifof Rs. 4 lakhs resulted in undue financial benclit to 
the Company." 

In re~ard to the losses under clause 10 of the agreement commented 
upon bY the High Level Committee, the Committee note the following 
position from the reply of Government tOi para 3.53 of the 60th Report 
of the P.A.C. : 

"The opinion of the Solicitor-General of India was obtained OIl the 
interpretation of aause 10(a) ot the Agreement with the Com-
pany. According to his advise, the contractor is liable to make 
good the losses in respect of each item of stores in a load 
manifest, if in respect of that item' the deficiency is over -4%. 
h NEF A Administration have been advised accordingly and 
they have rc-calculated the losses accordingly. The amount of 
the l0S6CS works out to be Rs. 38,89.777.35. A claim for this 
amount has been filed before the Arbitrator under Clause 10(a) 
of the Agreement. The Com~y bas, however, disputed the 
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basis of calculation of dropping losses and this point is under 
reference to arbitration. The results of arbitration will be inti-
mated to the P.A.C." 

1.9. In regard to excess payments made to the Company on the 'basis. 
of incorrect average timings, the Committee observe from the reply of 
Government to para 3.1S of the Report that the excess payments (except 
for one item) have 'been dispu~ by the Company and one under reference 
to an arbitrator. 

1.10. The overall position in regard to the claims under arbitration has 
bedn indicated .as under by' Government in reply to para 3.45 of the 60th 
Report: 

"The NEFA Administration have worked out the amounts 
(Rs. 52,16.392.35 p.) due from the Company for the period covered 
by the three contracts. The Company has, however, not accepted the 
claims filed with the Arbitrator on the basis of these calculations. They 
have also preferred some counter claims amounting to Rs, 98,10,355.22 
against Goyernm,ent, The disputed points have, therefore, been referred 
to the Arbitrator, who was appoin~d on 5th September, 1967 in terms of 
the contracts. The results of the arbitration will be intimated to the 
P.A.C." 

1.11. In regard to the other findings of the High Level Committee, 
Govomment have taken the following action : 

(i) The unsatisfactory features of the three contracts have been 
noted. 

(ti) The various lapses in the implementation of the contracts have 
been noted for future guidance, Explanations of the concern-
ed officers named by the High Level Committee have been 
called for and are being examined. Necessary claims fot recO"-
very of losses in dropping and over-payments were -filed before 
the Arbitrator in December, 1967, The Arbitrator's award is 
awaited. 

,(iii) The findings of the High Level Committee regarding undue 
advantage derived by the Company have been noted. 

(iv) Instructions have been issued to the various outposts to the 
effect that the names of the officers who inspect the stores at 

. the dropping zones are invariably mentioned in the acknow-
ledgement reports. • 

1.12. The Committee have since been informed that the arbitrator gave 
his award on the case on 20th January, 1969, From. a copy of the award 
furnished by Government, the Committee note that the arbitrator has reject-



cd an the claims made against the company by Government and upbeld 
some of the claims prefened by the company against Government as shown 
below : 

1. GOVERNMENT'S CLAIMS: 

C/4im I-Losses in Dropping: 

Amount of claim-Rs. 38,89,777.35 
Whether admitted or rejected by arbitrator-Rejected 

RelllOns for rejection 

The principal reasons given are :-

(a) Clause 10 of the contracts under which the claim has been pre-
ferred "has been so badly drafted-end this is admitted by 
learned Counsel of both parties-that a proper calculation can-
not be made strictly in accordance with the provisions contained 
in that clause. No method has been put forward before me by 
either side which will give due weight to all the terms and con-
ditions found in that clause. Before thel Government can fasten 
liability on the contractor, they must prove the quantity of loss 
for which the contractor has to make good, calculated strictly 
in accordane with the terms of Cause 10. The GoverruiJ.eQt 
have failed to discharge this burden of proof. to 

(b) "Even assuming that it is possible to ascertain the quantity of 
the loss in exces.. .. of 4% in accordance with the proper inter-
pretation of Clause 10, there is another difficulty in determining 
the exact amount in which ~e contractor will be liable to reim-
burse the Government. Clause 1 o provides that the excess over 
4% in case of each. item should be priced at rates relative there-
to and that the Government will provide the contractor with a 
copy of the Schedule of Rates as far as practicable of differeot 
commodities air-dropped on the basis of which the losses will 
be calculated. It was conceded ........ on· behalf of the 
Government, that no copy of any Schedule of Rates was over 
furnished to the Contractor. In calculating the amounts,. that 
the Government took the figures furnished by the contractors, 
supplying the stores to Government, and the Central Purchase 
Organi:;ation Figures, and added 15%' as handling and admi-
nistration charges. Rates submitted that the fact that the con-
tractor was not supplied with a copy of the Schedule of Rates 
does not prectude calculation on the basis of rates available 
with the Government. To say the least, I do }lot think: it is a 
fair implementation of the provisions of Clause 10 of the 
contraCt. " 
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(c) "For the purpose of calculating tl1e loss, one of thce&iClltiill 
data is the total gross weight of the stores ackoowJedgecl as 
having been received by the PoUtical Officer or his representa-
tive at the dropping zone. The question is how is: such ac1cDow· 
ledgement to be proved. In respect of several sorties, all that the' 
Government are able to place before me are the wireless mes-
sages purporting to have been sent from the dropping ZOOC8 to 
the Director of Supply and Transport. Loose slips of peper 
containing decoded wireless messages have been produced. In 
certain cases, wireless messages are followed up by written 
ack.nowledgements from the Political Officer or his representa-
tive. I hold that such written acknowledgements will be prima 
facie proof of the total gross weight of the stcreU&Ccived at the 
dropping zones. In the absence of such written acknowledge-
ments, I hold that the mere transcrips of wireless messagCII will 
not be sufficient proof the tctal, gross weight ·received. A 
register has been produced in which there are entries both of 
the wireles,<; messages and the written acknowledgements. The 
entries in the register by themselves cannot be adequate proof 
without the production of the written acknowledgements." 

Claim II-Overpayments to the Contractor: 
Amount of claim 

(a) Due to revision of average flying time for fligIat8-
Rs. 2.80.725.71. 

(b) Adjustments due on account of determination of average time 
for flights for which payments were, originally made provisio-
nally-Rs. 8.290.53. 

(c) Payments wrongly made on the basis of contractor's timiags-
Rs. 4,21,847.71. 

(d) Paymc:nts for landing sorties made as for dropping sorties-
Rs. ,1,28,747.59. . 

Whether claims were accepted or rejected-Rejected. 
Reasons for rejection: 

The main reasons given are : -
(a) The method adopted by Government in calculating timing5 "is 

not in accordance with the provisions" of the relevant claUie of 
the contract, as that clause, which is "certainly 110t well drafted". 
was "not intended to give absolute discretion to GoverD.IileDt." 
"The t.Uliings originally fixed and notified will prevail except of 
course where patent error is proved." 

(b) "Average timings fixed' by Government on the basis of the 
flights of the contractor must stand .. aDd caDDOt be revised. 
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(c) Timings in respect of some of the flights which formed the basis-
of payment, .were notified by Government and "form part" of 
two of the three contracts. "It will not be open to Govern-
ment to revise the timings." 

(d) In respect of landing sorties for which payment arc stated t() 
have been made as for dropping sorties, "there is nothing on 
record to show that the timing fixed was on the assumption that 
it was for a dropping sortie .......... I see no reason wby 
the timings which had been fixed and consistently taken as 
fixed, should be altered long after and relief granted to Govern-
ment." 

Claim Ill-Other overpayments 

On account of payments for taxiing time for flights to sectors for 
which flying time has not been fixed-Rs. 4,87,003.50. 

Whether accepted or rejected-Rejected. 
Rea.t;ons for rejtction : 

The arbitrator has given the following reasons inter aUa :-
(a) "1 have come to the conclusion that on the basis of quantUM 

meruit, the contractor is entitled to be paid for the time from 
take~ff to touch-down pIUs the taxiing time in respect of sectdrs 
for which average timings cannot be fixed by Government under 
Clause 7(a)." 

(b) "It so happens that the Government have not been able to or 
cannot fix the average timings ........ The result is that the 
so-called provisional payments will stay. I fail to see how a 
claim for refund of any part of such payment can be sustained.'~ 

(2) Company's claims 
elm"." admitted by arbitrator 
(a) Due to increased landing and mooring charge~. .. . . Rs. 1,06,949' 77 
(h) Due to increased cost of fuel . . Rs. 6,113' 04 
(e) Due to increa~ed insurance premium r.onsequent on deva- To be r.alculaud in ac-

luation. .. conJance with specified 
formula. 

(d) Due tei increased cost or spare parts con~uent on de va- Do. 
luation. 

(e) On account of special flights undertaken by the contractor. Rs. 19,1!6~. 
(f) Claims arising out of determination of flight timings ori- Rs. 9,82,154 . 19 

ginally pllid for on a provisional basis. pending determin-
ation oflimings. 

(g) Supplementary claims due to revised timings. .. R~. 23.462'-0 
(1r) Claims in resJ'Ccl of other flights doring the currency ofthel Rs. ~,24.401 . ~~. 

third contract. J Rs. 44,007' ~9 
L18LSS/69-3. 
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(i) IntcrC5t @ <> ~.~ 011 award . . From datc of award 
(except in rcspect 0 r 
itcm~ (1) to (h) abovc in 
respect of which interest 
will be payable from 1 st 
July, 1967 i.t!., date of 
expiry of the third cen· 
tract). 

]~13. Tbe Committee note tbat the arbitrator rejected all the claim~ 
amaonting to Rs. 52.16 lakhs preferred by Government agaim1 the company 
on account of losses in air-droppings and excess payments made for v';ous 
fligllts. The Committee would like Government to study the award care-
fully and decide, aftN taking appropriate legal advice. what the further 
course of action should be. 

1.14. The Committee observe that the arbitrator held the dose in the 
contracts bearing on tbe determination of losses In air-dropplnp to be 
"so badly drafted" as to make calculation of losses difficult. Besidev, he 
bel .. fhat losses in respect of "several sorties" could Dot be COlUidered to 
have been estabHshed just by ''loose slips of paper (Ontaining _oded "ire-
less IDe8Sagcs" from outp:lsts, whkh were produced by Govemmeat as proof 
i)f 1018. In regard to tbe clause in the contracts relating to the detemdaa· 
tion of flight timings, the view expressed by the arbitrator was that it "1l'J 

"80 badly drafted" as to leave room for ambiguity. Similar ~ews were also 
expressed by the Haribanm Committee which pointed out that several pro-
''i''10115 ia tbe contract ''were not drafted with clarity and pred!ioL" 

That Committee also pointed out various lapses in ''the implaleafation 
i)f the contracts", notably "delay in determination of average timings" and 
"iocorrect determination of 8nrage timings" for flights. 1be eo.u.ittee 
w01l1d like Government to consider. in the light of the arbitrator's award 
as well as the findings of the Hariharan Committee, what adioa .. called 
for ap.iIlst the officials responsible for the drafting and impleaHafatioa of 
tbe contract. 

1.15. The Committee would like Government to draw a les..<;on from the 
experience in this case and take steps to ensure that all ad-hoc contracts 
involving substantial amounts for which standard forms are not adopted arc 
drafted with appropriate legal advice. so that the terms of the contrad5 arc 
precise and unambiguous in all respects and Government's position is fully 
~afeguarded. 

Remedial Measures 

1. J 6. 111C High Level Committee has made the following general ObS':f-
valion on the various lapses in the implementation of the agreements: 
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"The various lapses .in the implementation of the agreements were 
mainly due to lack of awareneS9 of the importance of timely and proper 
action on the part of those who were responsible fof operating the agree-
ments. Certain lacunae and unsatisfactory features' iit the agreements 
which have been mentioned earlier in this report, obviously added to the 
difficulti~s of al\ concerned. With better and stricter control over the 
various officials concerned with implementation of contracts of this 
nature, it should be possible to avoid irregularities or lapses of this type 
in future." 

1.17. The High Level Committee have also suggested some specific 
remedial measures, a,s mentioned below:-

(1) An . examination should be made of the need for preparing a 
large number of copies of load manifests . 

.(2) "In view' of the discrepancies in the quantities·of stores des-
patched appearing in different copies of the same load manifest, 
the possibility of malpractices at the despatching depots cannot 
be ruled out. To. prevent any such malpractices the Director 
should arrange for periodical surprise test inspections of the 
quantities of stores packed for despatch and comparing them 
with the quantities noted in the load manifest. He should also 
arrange for periodical verification of stores by an independent 
body of stock verifiers under his control and reconciliation lIf 
the quantities of stores as per the ledger with the ground 
balances. " 

(3) As and when the Director finds that the quantities of stores 
despatched according to the acknowledgement reports are found 
tQ be different from those shown in the copies of the load mani-
fests in the Directorate, he should take prompt steps for 
reconciliation. 

(4) "In the course of its enquiry, the CODUnittee has f!Jund that in 
a majority of cases, post copies of acknowledgement reports 
were not received by the Director. The officials at the dropp-
ing zones should be given strict instructions to send the post 
copies of acknowledgement reports to the Director in al\ cases 
and these instructions should strictly be enforced." 

{5) "The Director should take prompt steps for obtaining acknow-
ledgement reports and posts copies whenever they are not 
received in time. As the various officials at the dropping 
zones are not under the administrative control of the Director, 
he shotfld report to the Administration, monthly, all lapses in 
tbis respect on the part of various outposts to enable the 
Administration to take timely remedial action for expeditious 
.despatch of such wanting acknowledgement reports." 
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(6) "The Committee has been informed by the present Director 
that o~ of the reasons for the delay in receipt of wireless 
acknowledgement reports is the low priority given by the offi-
cials in charge of the wireless sets to the acknOWledgement 
reports. Appropriate arrangements should be made for en&Ut--
ing ti,mely transmission of these reports." 

(7) "Instructions should be issued to ensure that all the claims and 
supporting documents are scrutinised carefully by the executive 
and accounts authorities before the claims are admitted for 
payment." 

(8) "The flights to various outposts should be planned well in 
advance and the outposts should as far as possible be kept 
informed of these flights so that they would be having necessary 
advance information." 

(9) "In: the course of working of agreements of this type, several 
practical difficulties and snags are bound to be noticed. 'Ibe 
Director should periodically send reports to the Administration 
highlighting these difficulties so that appropriate remedial action 
can bel taken in time." 

The comments of Government on these suggestions are given below 
seriatim : 

H ( 1) This suggestion has been carefully examined and it is fOUNt 
that it is not possible to reduce the number of copies of load-
manifests below the present number (viz. 18). 

(2) Surprise checks are lbeing carried out from time to time to 
ensure iCOrrectness of loadS! ~spatcbed' as per load :mani.fesb. 

Further, officers from other branches are detailed as duty offi-
cers each f~r a period of one week at a tim~ to check the load-
ing and to verify the weigbments of loads. The Committee 
also recommended that Director. Supply and Transport should 
arrange periodical verificatiO!lls of stores by an independent 
body of stock verifiers under his direct control and reconciliation 
of the quantities of stores as per ledger with the ground balances. 
A system of quarterly verification of stores in various depots by 
officers from other depots has been introduced by NEF A 
Administration in addition to the usual annual verification of 
stores. 

(3) Prompt steps are being taken for reconciliation as and when 
such discrepancies are noticed. 

(4) Director of Supply and Transport bas already issued instructions 
to the outposts to send post copies of the acknowledgement 
report in all cases. NEF A Administration has also been direct-
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ed to- issue suitable instructions in this regard to various officers 
at the outposts. 

(5) NBF A Administration have been directed to issue necessary 
instructions in this regard. 

(6) NBF A Administration have requested Inspector General, Assam 
Ri1les, to issue necessary instructions to various wireless stations 
to give high priority to wireless acknowledgement reports. 

(7) Instructions in this regard already exist in the 'Hand Book: of 
Supply AccoWlts' compiled by NEFA Administration. The 
observations of the Committee are noted . 

.( 8) It is not possible to plan the fiights well in advance and keep 
the outposts informed in view of weather conditions in NEFA. 
Further, the present carriers, viz., lA.F., intimate the Director 
of the availability of aircraft only a day earlier. 

{9) NBFA Administration have been requested to prescribe quar-
terly reports which should be sent to the Administration by the 
Director reviewing the working of supply dropping operations 
in that quarter and highlighting any difficulties which he might 
be experiencing ... 

1.18. The Ministry of Home Affairs have also furnished a copy of the 
instructions issued by the NEFA Administration on 6th January, 1969 
{Appendix 10. 

1.19. The Committee hope Itbat the remedial measures suggested in the 
Report by llariharan Committee which reviewed the working of the agree-
ments would be strkdy implemented. ID particular, it would be necessary 
.... Govemme.nt to ensure that ftights .to various outposts for cIroppinR 
operadoas are planned in advance and that the outposts tare given advuce 
ioImadOD of the flights to the maximum extent possible. To prev_ maI-
pradices at the despatching depots, surprise cheeks shonld be conducted 01. 
stores packed for despatch, as shown in the load manifests. Acknowledge-
meats of "'ores should be promptly obtained from outposts, and discrepan-
des between 'load manifests and acknowledgemems should be quickly 
iavestipted. 

Futllre arrangements for air-dropping (para 5.2-5. No. 42) 
1.20. In paragraph 5.2, the Committee had made the following observa-

tions regarding future arrangements for air-drOpping: 

"The review of the working of the agreement with the private com-
pany also has indicated that the agreement has not worked to the beiit 
advantage of the exchequer. Though the private company has played 
a useful role in air-lifting the cargo in the strategic area, the Committee 
cannot ignore the following important factors : 
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(i) The strong views held by the Defence Minister in October, 1962, 
which have great validity even today. 

(ii) The administrative Ministry in charge viz., the Ministry of 
Home Affairs have been urging that a proper unit in the State 
Sector should be brought into operation as soon as possible; and 

(iii) The following provision in the Industrial Policy Resolution of 
1956 :-

'Jn the first category will be industries the future development 
of which will be the exclusive responsibility of the State ... 
Railways and air transport arms and ammunition and 
atomic energy will. however, be developed as Central 
Government monopolies. Whenever cooperation with 
private enterprise is necessary, the State will ensure that it 
has the requisite powers to guide the pol'icy and control the 
operations of the· undertaking.' 

Keeping these factors in view and taking into account the heavy 
amount paid to the Company for this contract (Rs. 4.42 crores upto 31st 
October, 1965), the Committee are of the opinion that this task of air-
lifting of stores in NEF A and NHT A areas should be taken 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 after June, 1967." 

1.21. In their reply dated the 3rd July. 1968, the Ministry of Home 
Affairs have stated : 

"The contract with the Company has expired and the nature of the 
permanent arrangements for airlift of stores in NEFA is engaging the 
attention of Govemment at the highest level. Pending the creation of a 
permanent organisation, the tHsk has betm entrusted to I.A.F. with effect 
from 1-7-1967." 

1.22. In a further reply dated the 10th July, 1968. the Ministry of Home 
Affairs stated : 

"It has since been decided that the present arrangements for tke 
supply of Dropping Operations by the I.A.F. should continue until a 
decision to the contrary is taken." 

L23. The Committee note that Government have DOt rene"f"ed the 
agreement with the private company on Its expiry and have ealrDsted to the 
AIr Force the air-dropping 0( stores in NEF A and NRT A areas. 



CHAPTER D 

RECOMMENDA TIONS/OBSER V A TIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMeNT 

RecollUlleDdadon , 
The Committee are not happy' with the manner in which the Government 

of India dealt with the matter. When Indian Airlines Corporation and 
Indian Air Force had agreed in February 1960 to meet the immediate 
requirements, perhaps it would not have been difficult to pers'1ade the 
Indian Airlines Corporation to continue the operations with the assistance 
of Indian Air Force, which the Chief of Air Staff had already promised. 
The Committee are also of the view that the problem of airlifting! air-dropp-
ing of stores in the NEFA and NHTA area could and should have been 
sorted out by proper co-ordination of the Ministries concerned instead of 
allowing the matter to drift. 

[SI. No.2, Para 2.11. Appendix J[ of the 60th Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 

The Committec's conclusions have been noted by Government. 
[Ministry of Home Affairs O.M. No. 45/47/66-Ac.n, dated the 3-7-1968} 

RecommeDdadon 
The Committee cannot but observe that the selection of an air company 

for air-dropping operations, was done in a haphazard manner and the other 
two companies which were willing to undertake the work, were given a 
summary disposal. Their letters were filed without giving them due consi-
deration. They were not even asked whether they were agreeable to undcr-
take the work and what their rates would be if the contract was for a period 
of three years, instead of one year as originally advertised. 

[So . No.5, Appendix II, para 2.36 of the 60th Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 

The above observation of the Public Accounl~ Committee havo been 
communicated to NEFA Administration for their information and future 
guidance, vide copy of this Ministry's letter dated 21st June, 1968 
( attached) Annexure I. 
[Ministry of Home Affairs O.M. No. 45/47/66-AC.1I, dated the 3-7-19681 

Recommendation 
The Comm.ittee are also not convinced of the arguments put forth for 

signing the contract for three years when the tender notice stipulated only 
17 
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QI'I~ year. If the intention was to give a contract for three years, this. point 
should have been clarified at the time oe inviting tenders, in fairness to other 
.competitors. Alternatively as accepted by the Secretary (U.T.), the Admi-
nistration could as well have entered into a contract for one year and later 
on in the light of subsequent development have asked for a long range 
tender, if absolutely necessary. This point assumes special importance 
because even the Airlines Corporation and the l.A.F. were asking for a 
lQDgOr tenn contract. Also another Company had stated in their reply to 
the tender notice that they would be willing to undertake the work if the 
.contract period was a longer one. 

[So No.6, Para 2.37, Appendix II of the 60th Report of the P.A.C. 
. (Third Lok Sabha)) 

Action taken 

The conclusion of the Committee has been noted. It is admitted that 
the procedQre adopted by the NEF A Administration was certainly objec-
tionable. It is unfortunate that the contract was entered into for three 
yean, instead of one year, as stipulated in the tender notice. 

The NEFA Administration has been advised to en.o;ure that irregularities 
of this type do not recur in future vide this Ministry's letter No. 45/47/66-
AC.n, dated 21-6-68 . (Annexure I). 
[Ministry of Home Affairs O.M. No. 4S/47/66-AC.U, dated the' 3-7-1968] 

RecollllDeDClatioa 

It is significant that even though the Government knew that the need 
for air-lifting supplies to NEFA etc., would remain with them for years to 
come they, for reason~ best known to themselves, invited tenders only 
for one year. In the opinion of the Committee this attitude Of the Gov-
verntnent lacked both imagination and justification. Further the decision 
{)D the part of the Administration to award the contract for three years 
instead of one year, was a violation Of the sanctity Of the tender system. 

[So No.7, Para 2.38, Appendix II of the 60th Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 
The Committee's observation is noted. This is' cover.:d by the reply to' 

paragraph 2.37 (S. No.6). 
IMinistry of Home Affairs O.M. No. F. 45/47/66-AC.IJ da,ted 3-7-196R] 



To 

ANNEXURE 1 
No. 45/47/66-AC.ll 

GoVERNMENT OF lND~ 

MINISTRY OF HOME AFFAIRS 

The Adviser to the Governor of Assam, 
NEFA, Shillong. 

IMMEDIATE 

New Delhi-I, the 21st June, 1968. 
SUBJECT :-Sixtieth Report of PAC regarding para 57 of Audit· Report 

(Civil) 1966--Excess payment Q1fd avoidable expenditure. 

Sir, 
In paras 2.36, 2.37 and 2.38 of their Sixtieth Report (Third Lot 

Sabba) the Public Accounts Committee have made the following obser-
vatioDB :-

"The Committee cannot but observe that the selection of an air 
company for air-dropping operations, was done in a hapbazard 
manner and the other two companies which were willing to under-
take the work, were given a summary disposal. Their letters were 
filed ,without giving them due consideration. They were not even 
asked whether they were agreeable to undertake the work and what 
their rates would be if the contract was for a period of three years, 
instead of one year as originally advertised." 
"The Conunittee are also not convinced Of the arguments put forth 
for signing the contract for three years when the tender notice stipu-
lated only one year. If the intention was to give a contract for 
three years, this point should have been clarified at the time of in-
viting tenders, in fairness to other competitors. Alternatively as 
aco:pted by the Secretary (UT) the Administration could as welt 
have entered into a contract {or one year and later on in the light 
of subsequent development have asked for. a long range tender, it 
absolutely necessary. This point assumes special importance 
because even the Airlines Corporation and the I.A.F. 
were asking for a longer term contract. Also another Company 
had stated in their reply to the tender notice that they would be 
willing to undertake the work if the contract period was a longer 
ODe." 
"It is significant that even though the Governent knew that the need 
for air-lifting supplies to NEFA etc., would remain with them for 
years to come they, for reasons best known to themselves, invited 

L18U1S/69-4 19 
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tenders only for onc year. In the opinion Of the Committee this 
attitude of the Government lacked both imagination and justifica-
tion. Further the decision on the part of Administration to award 
the contract for three years instead of one year, was a violation of 
the sanctity of the tender system." 

The above observations of the Public Accounts Committee are brought 
to the notice of the NEF A Administration for informatiOn and guidance. 
Necessary instructions may be issued to the concerned officers of the Ad-
ministration, so as to ensure that the irregularities of this tYPJ do not recur 
in future. 

Yours faithfully, 
Sd./-

Deputy Secretary to the Govt. of India. 

RecollUlleDdadO. 
It appem that the most important aspect of selecting a private com-

pany for operating a contract involving croces of rupees viz., varification of 
financial stability and suitability of the company bad thus been ignored in 
this case. The Committee are unable to find sufficient justification tor 
such action on the part of the Administration. 

{So No.8, Para 2.42, Appendix II of the 60th Report of the Public 
Accounts Committee (Third Lok Sabha)] 

ActioDtaken 
1be conclusion of the Public Accounts Commission is noted. It is 

admitted that the NEF A Administration did not verify the financial &'labi-
lity or standing of the company before awarding the contract. The tenders 
had ~en considered by the Supply Advisory Board on which the Director 
General Civil Aviation was repr,:sented. The Administration had ex-
perience of the performance of two companies, in addition to the one to 
whom the contract was awarded. On the technical capacity of the selected 
company they were guided by the opinion of the D.G.C.A's. representative. 
{Ministry of Home Affairs O.M. No. F. 45/47/66-ACn dated 3rd 

July 1968] 

RecolllllleDCladon 
The Committee are unable to comprehend the reasons which led the 

Government to sign the contract with the private air companv initially for 
undertaking work connected mainly with defence and the civilian popula-
tion Of the Border areas. It is all the more regrettable that such a con-
tract wa~ signed without-

(i) verifying the capacity, capability and financial condition and 
stability of the company; 
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(li) obtaining advice of the ~.G.C.A. on tho working of the com-
pany; 

(iii) making any comparative study of the rates quoted by the 
company with those paid to other companies who had either 
worked or were working for the NEFA Administration.; 

(iv) having a final consultation with the lAC and lAP who had 
infonned the authorities much ahead of the opening of tenders 
and awarding the contract; their willingness to undertake t~ 
job; 

(v) giving an opportunity to the other two companies who had 
responded to t~ tender notice, to requote if ~ey desired, when 
a decision to award the contract for a longer period (3 years 
instead of one year) had been taken. 

(SI. No.9, Para 2.43, Appendix II of the 60th Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 
The conclusions of the Committee arc noted. It may ... however, be 

. mentioned that the lAC and lAP were both not in a position to do the 
work and the other two com~s, who had responded to the tender notice, 
had not submitted any regular tender. 
{Ministry of Home Affairs O.M. No. 45/47/66-Ac 1I dated lst January 

1969] 

Recommendation 
The Committee feel that the opinion held by the NEFA Administra-

tion about the working and capacity of the I.A .. C and IA.F. was m061 
unfortunate. 1'hc I.A.C. being a public undertaking and I.A.F. being in-
charge of the security of the country should have been relied upon for such 
a strategic job, more than any private company. Even assuming that the 
LA.C. were experiencing certain insuperable difficulties in the matter, the 
best course would have been to give a short term contract to a private 
party for six months Or at the most a year, by which time a firm and 
satisfactory arrangement should have been arrived at with the I.A.C. in 
consultation with the I.A.F. or in the alternative looking to the longer period 
need, the Government should have bought the required number of planes 
and created a special organisation for this important task. 

[So No. 10, Para 2.44, Appendix II of the 60th Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 
The conclusions of the Committee are noted. The contract with the 

private company expired on ~ 30th June, 1967 and the· work was en-
trusted to the Indian Air Force, pending creation of a special organisation. 
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It has sincce been decided that the present arrangemen~ for supply drop-
ping operations by. the I.A.F. should continue until any decision was taken 
to the contrary. 

[Ministry of Home Affairs OM No. F. 45/47/66-AC If 
dated 3-7-1968J 

RecollUllelldadoa 

The Committee an: not aware of the reasons for which no proper pr0-
vision for a s~urity deposit or earnest money had been made in the con-
tract. They feel that a security deposit or earnest mODleY for a contract of 
ibis nature involving transactions worth croces of rupees and 
one relating to· supplies to important border areas should have 
~n made from the ~ry beginning, particularly when they were dealing 
with a Company with small paid up capital and meagre financial resources. 

,(S. No. 13, para 3.3, Ap~ndix II of the 60th Report of the P.A.C. 

(Third Lok Sabha)J 
Actioataken 

The conclusion Of the Committee is noted by Goy~mment. Although 
there was no provision in the contract for advance deposit, of security 
deposit as is usual in similar contracts, the contract did provide that 'on 
account' payment would be made to the contractor to the extent of 90% 
of the amount of the bills and that the balance Of 10% would be allowed 
to accumulate to Rs. 4 lakhs or higher figure according to the additional 
tonnage to be lifted or dropped. This amount of Rs. 4 lakhs was to be 
held by the Director of Supply and Trarutport, NEFA, as security and was 
actually so withheld. In other words, the contract did contain a provision 
for security although the security amount in this caSle was not n..-quired to 
be deposited in advance by the contractor as is usual in other cases. 

Attention of the NEFA Administration has, however, ~n drawn to 
the provisions of Para 273 of the G.F.R., which are relevant in this con-
nection and the Administration has been asked to ensure that these pro--
vmons are complied with while entering into agreements with privatie 
parties in future vide attached copy of this Ministry's letter dated 21st June, 
1968 (Annexure ll). 
(Ministry or Home Affairs OM No. F. 45/47/66-AC II dated 3-7-19681 
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To 

ANNEXURE II 

No. 45/47/66-AC.II 

GOVERNMENT OF INDIA 

MINISTRY OF HOME AFFAIRS 

The Adviser to Governor of Assam, 
NEFA, SHILLONG. 

New Delhi-I, the 21st June, 1968 
31st Jyaistha, 1890. 

SUB :--Sixtieth Report of P.A.C. regarding para 57 of the Audit Report 
(Civil) 1966-excess payment and avoidable expenditure. 

Sir, 

In para 3.3 of their 60th Report (Third Lok Sabha) the Public Ac-
counts Committee has made the following observation :-

"The Committee are not' aware of the reasbn for which no proper' 
provision for a security deposit or earnest money had been made 
in the contract. They feel that a security deposit or earnest money 
for a contract of this nature involving transactions worth crores 
of rupees and one relating to suppl~s to important border areas 
should have been made from the very beginning, particularly when 
they were dealing with a company with small paid up capital and 
meagre financial resources." 

The above observation of the Public Accounts Committee is brought to 
the notice or NEF A Administration for information and future guidance. 
In this connection, attention is invited to para 273 of G.F.Rs. which lays 
down that a private person or a firm contracting with Government to sup-
ply stores or to execute a work, shall unless exempted by orders issued 
with the prior consent of the Finance Ministry, be required to furnish 
security for the due fulfiment Of the contract. It may kindly be ensured 
that provisions of para 273 of the G.F.Rs. are complic;d with while enter-
ing into agreements with private parties in future. 

Sd/-

Yours faithfully, 

Under Secretary to the Government Of India. 
23 
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Recommendation 
The Committee feel that there haSi been avoidable delay in (Wng the 

average timinl!l in a large number of sectors. Tbey would stress that ex-
peditious stepS should ~ taken to complete th~ fixing of the average timing 
for the rem~ining sectors. 

[SI. No. 14, Para 3.10, Appendix II .of the 60th Report of the P.A.C. 
(Third Lok Sabha)] ., 

Action taken 
The average flying timings have since been fixed in respect of all those 

sectors where such timings can be determined under clauSleS 7 ( a) of the 
First two contracts and clause 7 (b) of the Third Contract. (Extlacts of 
th~ clauses are enclosed. See Annexur~ III.) 
[Ministry of Home Affairs O.M. No. F. 45/47 66-Act II dated the 22nd 

February 1969] 



A.NNEXURE 111 

Extract from Contract with the A.ir Company 

CJause 7(a) of the 1st Contract (1960) with the Air Company. 

7. (a) The Government shall pay to the Contractor as his remunera-
tion for the landing and dropping sorties at the rate of the 750/- (Rupees 
seven hundred fifty) per fiying hour on the basis of average timing.1 for 
flights from Iorhat or ¥ohanbari, as the case may be, to the landing grounds 
or dropping zones, and back, as may be recorded by the Air Traffic Control, 
in respect of Indian Air Lines, Indian Air Force and Indamer Company 
flights to such dropping zones and landing grounds. Such average timings 
which are not to inclUde the time spent on landing gr:ounds, are to be 
determined by the Government who may accept the average timings of 
Indian Air Lines, Indian Air Force or Indamer Company for their flights to 
any particular dropping zones or landing grounds. 

Clause 7(a) of the 2nd Contract (1963) with the Air Company. 

7. (a) The Government shall pay to the Contractor as his remuneration 
for landing and dropping sorties at the rate of Rs. 750/.- (Rupees Sleven 
hundred fifty) per flying hour on the b~is Of average timiDgli for ftights 
from Mohanbari or Jorhat, as the case may be, to the landing grounds or 
dropping zones and back, as may be r~orded by the Air Traffic Contro) , 
in respect of Indian Airlines, Indian Air Force and Indamer Company 
flights to such dropping zones and landing grounds. Such average timings 
which are not to include the time spent on Ill!J.ding grounds, are to be 
determined by ~ Government who may accept t~ average timings of 
Indian Airlines, Indian Air Force or Indamer Company for their flights 
to any particular dropping zones or landing grounds. Average timings 
established betwe~n Mohanbari/ Jorhat to various Dropping Zones/Landing 
Ground and as already agreed to vide Assistant Adviser to the Governor 
of Assam letter Nos. SUP(AG) 4/9/60, dated the 12th May. 1961 and 
SUP(AG)4/9/60-Vol, II, dated the 7th December, 1961, will apply to 
this Contract. 

Clau.o;e 7(b) of the Third Contract (1964) with the Air Company. 

7. (b) In the case of landing grounds and dropping zones for which 
no average flying timing has been specified the Government shall pay the 
contractor as his remuneration for landing and dropping sorties at the rate 
Of Rs. 828..10P (Rupee; eight hundred and twentyeight and ten paise only) 
per flying hour on the basis of average timings for flights from Mohanbari 
or Jorhat as the ca~ may be to tbe landing grounds or dropping 2lODes 
and back as may be recorded by the Air Traffic Control (or the Di~tor 
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or his representative where there is no Air Traffic Control) in respect of 
Kalinga Air Lines (Private) Ltd. flights to such landing grounds ()r drop-
ping zoneS' during their airlifting or air-droppming operations under their 
contract with the Government dated 10th May, 1960 or their con1rdct with 
the Government dated the 16th March, J 9631 whichever is less. 

Recommenclado. 
The Committee are also Of the view that the first available opportunity 

should- have been utilised to effect the. recoveries of over payments from 
the Company instead of allowing to collect its subsequent bills in tun, be-
fore adjusting ovetpayments. 
[SI. No. 16, para 3.16, Appendix II of the Sixtieth Report of the P.A.C. 

(Third Lot Sabha)1 

Ac:tioa taken 

The observations of the Committee have been noted. 
[Ministry of Home Affairs O.M. No. F45/47/66-AC II dated 3-7-1968] 

RecoDUDeDdatloll 
To the Committee, it appears that special! efforts and vigilance are 

needed on the part of the NSF A Administration to correct the matters 
and ensure that such lapses do not recur. 
rsl. No. 17, Para 3.17 Appendix II of the Sixtieth Report of the P.A.C. 

(Third Lok Sabha)] 

Acdo. takea 
This recommendation of the Committee has been brc:>.ught to ~notice 

Of the NEFA Administration who have issued neceS'Sary instructions to the 
Deputy CommiSSioners, Heads of Departments, etc. to ensure that similar 
lapses do not recur. 

[Ministry of Home Affairs OM No. F45/47/66-AC II dated the 1st January 
1969] 

Recommenclado. 
The Committee feel that there was a noticeable and unfortunate lacuna 

in the contract in regard to fixing of flight time to various sectors and this 
gave an undue advantage of about ~. 10 lakhs to the Company in 74 
&:etors alone in three years'. Time taken by the Companv to places,. for 
which no previous timings were available, should have been reviewed OR 
the basis of first year's experience and averages fixed for the purposes of 
payment. 

• • lSI. No. 19, para 3.24, Appendix II of the Sixtieth Report of the P.A.C. 
• (Third Lok Sabha)] 
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Action taken 
The observation of the Committee is noted. 

(Ministry of Home Affairs OM No. F. 45/47/66-Act II dated 3-7-1968] 

Rec:ommendation 
11n:: Committee feel that there should have been arrangement under 

the timings' Of air flights could be reviewed periodically and the averages 
fixed revised downward or upward, as the case may be. 
lSI. No. 20, Para 3.25, Appendix II of the Sixtieth R.~port of the P.A.C. 

(Third Lok Sabha)] 

Aetfonblkea 
The observation of the Committee is noted. As mentioned ~arlier in 

reply to S1. No. 10, para,2.44, the contract with the Air Company expired 
on the 30th Ju~, 1967. 

[Ministry of Home Affairs OM.No. F. 45/47/66-AC II dated 3-7-19681 

Recommendadon 
It is most unforfunat~ that, as admitted by the witnes'S, there was a 

lacuna in the 1960 contract in regard to the determination of the final pay-
ments. To the Committee, it is all the more surprising that during' the 
four years period the lacuna in the contract did not corne to anyone's notice 
nor when notice were any immediate s.teps taken to rectify the position. 
This, in the opinion of the Committee is yet another instance of the special 
tr~atment given to this company. 

{SI. No. 22, para 3.32, Appendix II of the Sixtieth Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 

The coriclusions of the Public Accounts Committee in the above para-
graph are noted. 

{Ministry of Home Affairs OM No. F. 45/47/66-AC Il dated 3-7-196R] 

Recommendation 

The Committee regret to note that d.~spite a clear provision in the 
Agreement that the Contractcm;' amount should be drawn up for final 
'Settlement at the end of each financial year this was not done and there 
was an accumulation Of the number of "unacknowledged sorties". 

[SI. No. 23, para 3.42, Appendix II Of the Sixtieth Report of the P.A.C. 
(Third Lok Sabha)] 

L 18 LSS/69.-5. 
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Action taken 
The obSiervation of the Committee is noted. 

[Ministry of Home Affairs OM No. F45/47/66-AC II dated 3-7-1968] 

RecommeJldadon 
The Committee cannot appreciate the argument that because of 

certain difficulties of staff etc. that acknowledgements could not be n..-ceived 
even after few years. The stipulation in the Rules to send the acknow-
ledgement within 48 hours is very significant. The Committee arc not at 
al1 convinced of the reasons for the failure to observe these rules. 
[Sl. No. 25, para 3.44 Appendix II of the Sixtieth Report of the P.A.C. 

(Third Lok Sabha)] 
Action caken 

The conclusion Of the Committee in the above paragraph is noted. 
2. The latest position in regard to settlement of unacknowledged toad-' 

mainfiests is given in reply to para 3.43 above. 
3. Necessary instructions were issued in Jw>o;: 1968 to th~ NEFA 

Administration in the matter to prevent the recurrence of such irregulari-
ties in future (copy enclosed. See. Annexure IV.) 
[Mi~stly of Home Affairs OM No. F45/47/66-AC II dated 1-1-1969] 
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Af!?NEXURE IV 
(COPY) 

No. 45/47/66-AC-1I 
GOVERNMENT OF INDIA 

MINISTRY OF HOME AFFAIRS 

The Adviser to Governor of Assam, 
NEFA, SHILLONG. 

IMMEDIA.TE 

New Delhi-t, the 21st June, 1968 
31st Jyaistha, 1890. 

SUB :~ixtieth Report of P.A .C. regarding para 57 of A.udit R-eport,t, 
(Civil) 1966;-excess payment and avoidable expenditure. 

Sir, 
In para 3.44 of their Sixtieth Report (Third Lok Sabha) the Public 

Accounts Committee have made the 'following observations:-
"The Committee cannot appreciate the argument that because of 
certain difficulties of staff etc. the acknowledgements could not be 
received even after few years. The stipula,tion in the Rules to send 
the acknowledgement within 48 hours is very significant. The 
Committee are not at all convinced of the reasons for the failure to 
observe these rules." 

The above observation of the Public Accounts Committee is brought 
in the notice of N.E.F.A. Administration for future guidance. They may 
issue suitable instructions to all concerned to send the acknowledgement 
reports within 48 hours of the dropping of suppl'.ies. 

• 
Sd./-' 

Under Secretary to the Government Of India. 

Recommendation 
. The Committee would like the Ministry of Home Affairs to investigate 

to what extent, if any, the instructions regarding inspection of stores drop-
ped at dropping zones by a Board cons'isting of local officers, have been 
properly followed. 
[SI. No. 27, para 3.50, Appendix II of the Sixtieth Report of the P',A.C. 

(Third Lok Sabha)] 
Action taken 

The above recommendation was included as one Of the terms of refe-
rence of the High Level Committee constituted in pursuance Of the P,A.C's. 
recommendations contained)n Sl. No, 41, Qara 5.1 of their Sixtieth Report. 
The Committee submitted its report on the 23rd March, 1968 and action 
on its findings- is being taken. 

[Ministry of Home Affairs OM No. F. 45/47/66 AC U' dated 
3rd July 1968] 
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RecommeudatioR 
The Committee feel that the payment of more than Rs. 1.25 lakhs on 

an average in a year for 'abortive sorties' is on the high 'Side. They would 
like this to be looked into and the payment on this account to be brouaht 
down. 

(SI. No. 30, Para 3.55, Appendix II of the Sixtieth Report of tl:e P.A.C. 
(Third Lok Sabha)] 

Action takea 
The above rccommendation was brought to the notice of the N.E.F.A. 

Administration who issued instructions on 17-1-1967 to the Di~tor of 
Supply and Transport to ensure that as far as practicable, "abortive" 'Sortie& 
were reduced to the minimum. 

With a view to reducing the number of "abortive" sorties, alternativ!: 
Dropping Zones are always offered to the Pilots. The success of a sortie 
would depend on weather conditions. To be specific, a sortie is flown only 
when, accordin~ to the weather report, conditions arc favourable 'lr.:>th at the 
starting point and at the destination. 
{Ministry of Home Affairs O.M. No. F. 45/47/66-Ac.II. dated 1-1-1969] 

Recommendation 
The Committee are surprised on the reported statement of the NEF A 

Administrati'on, As stated carlier, the Administration had nO complete 
record of supplies received at the other end and there were a large Dumber 
of unackn9wledged sorties. In the absence of complete information wi~h 
the NEF A Authorities, they were obviously not in a position to vouch safe 
for the correct receipt of stores at the receiving ends, 
lSI. NO: 31, Para 3.60, Appendix II of the Sixtieth Report.of the P.A.c. 

(Third Lok Sabha)] 

Action taken 
The above observati'ons of the Public Accounts Committee have been 

noted, 

{Ministry of Home Affairs O,M. No. F. 45/47/66-Ac.II. dated 1-1-1969] 
Recommendation 

The Committee are not happy over the treatment given to the complaints 
from Press and Public. The Committee feel that the mere fact that the 
NEFA authorities had not made any report to the S,P.E, should not have 
been considered enough to assume that there was no basis of the complaints. 
They expect that such complai9ts are taken with greater seriousness and 
that they are looked into more thoroughly and intensively. 
[Sl. No. 32, Para 3.61, Appendix 1l of the Sixtieth Report of the P.A.C. 

. . (Third Lok Sabba)] 
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Action taken 
The Committee's recommendation has been noted for future guidance. 

Necessary instructions have been issued to the Chief Vigilance Officers of an 
Ministries/Departments of the Government of Indi~ vide this Ministry's 
Q.M. No. 378/3/68-AVD(Iil) dated 23-12-1968 for prompt and thorough 
investigation of such complaints in future . 

. !Ministry of Home Affairs O.M. No. F. 45/47/66-Ac.II. dated 1-1-1969] 

Recommendation 

The Committec would like to draw attention to the followwg facts: (i) 
the Defence Ministry was not in favour of renewal of the contract expiring 
on the 30th April, 1963; (Ii) he was of the 'Opinion that the work was con-
nected with defence operations and should be done by the Air Force by 
acquiring extra aircraft and they (Air Force) should also deal with supplies 
for Civil Administration; (iii) he (the Defence Minister) was of the view 
that apart from security considerations a private company should not be 
depended upon as it might create a difficult situation in an emergency; (iv) 
he (the Defence Minister) wanted that the Indian Air Force should be relied 
upon completely for the job; and (v) the Defence Minister relllctantly agreed 
to the extension of the contract by one year. 

{SI. N'O. 34, Para 4.12, Appendix 11 of the Sixtieth Report of the P.A.C. 
(Third Lok Sabha)] 

Action baken 
The above conclusion of the Public Ac~unts Committee is noted. 

tiMinistry of Home Affairs O.M. No. F. 45/47/66-Ac.n. dt. 3-7-1968] 

Recommendation 

The Committee note with surprise that a further contract was concluded 
for three 'years without calling for fresh tenders for imaginary fear that the 
<:ontracted company might increase its rates. The Committee cannot appre-
ciate the argument that mere calling of fresh tenders would have altered the 
conditions of the existing contract i.e., invalidate the condition or commit-
ment covering extension of the existing contract. 

[S!. No. 36, Para 4.13, Appendix II of the Sixtieth Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 

The observations of the Public Accounts Committee in the above para-
graph are lYOted. 
{Ministry of Home Affairs O.M. N'O. F. 45/47/66-Ac.II. dt. 3-7-1968] 
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Reeoiamenclation 
The Committee note that the representation from the Company for the 

-increase in the rate was with the authorities before the contract was actually 
renewed from 1st May, 1963. The Committee are of the view that the fact 
that the company had asked for enhanced rates was an additionnl reason 
for callin& fresh tenders instead of renewing the contract at the old late 
and then enhancing the rates with retrospeCtive effect. 

[S1. No. 37, Para 4.18, Appendix II of the Sixtieth Report of the P.A.C. 
(Third Lok Sabha)) . 

Action takeR 
The Committee's conclusion is noted. 

[Ministry of Home Affairs O.M. No. F. 45/47/66-Ac.II. dt. 3-7-1968] 

Recommendatioa 

The Committee are sony to learn that neither the Ministry of Transport 
& Communications sent any reply to the communication dated 4th April, 
1961 of the Ministry of External Affairs nor the letter pursued the matter 
further. It is most unfortunate that a proposal to meet the long tc-rm needs 
of airlifts to border areas was given such a discouraging treatment. 

[SI. No. 38, Para 4.23, Appendix II of the "Sixtieth Report of the P.A.C. 
(Third Lok Sabha)] 

Action takeR 
The Committee's observations are noted. 

[Ministry of Home Affairs O.M. No. F. 45/47/66-Ac.II. dt. 3-7-1968] 

Recommendation 
The Committee regret to observe that due to lack of proper co-ordilla-

tion at the Ministry level, the public cause has suffered. This shows the 
need for remedial steps and clear-cut definition' of responsibilities of respec-
tive ministries in a case like this. 

LSI. No. 39, Para 4.24, Appendix II of the Sixtieth Report of the P.A.C. 
(Third Lok Sabha)] 

Action faken 

. Necessary instructions have been is~ued by the Cabinet Secretariat to 
all the Ministries/Departments of the Government of India to ensure proper 
co-ordination at the Ministry level in future (vide their Circular No. 71/ 
33/CF-68, dated the 24th July, 1968--copy enclosed. See Appendix V.) 
[MiDistry of Home Affairs O.M. No. F. 45/47/66-Ac.II. dt. 3-7-19681 



ANNEXURE 

(COPy) 
No. 71/33/CF-68 

GOVERNMENT OF INDIA 
CABINET SECRETARIAT 

(DEPARTMENT OF CABINET AFFAIRS) 
New Delhi, the 24th July, 1968 

2nd Sravana, 1890 

Subject :-Allocation of subjects to various Ministries. 

The undersigned is directed to state that the Public Accounts Commit-
tee in its Sixtieth Report (Third Lok Sabha) has made the following 'obser-
vations :-. 

"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 steps and clear-CUt definition of responsi-
bilities of respective ministries in a case like this." 

2. 1be Government of India (Allocation of Business) Rules, 1961 (as 
amended from time to time) clearly define the functions of various Minis-
tries/Departments. Further the Government of India (Transaction of 
Business) Rules, 1961, require that where any subject relates to more than 
one Ministry. or Department, final orders will be issued by the administra-
tivCl Ministry in C'Onsultation with the other Ministries/Departments and' if 
there is an ~solved difference of opinion, the matter shall be placed 
before the Cabinet for decision. 

3. Ministry of Home Affairs etc. are again requested to ensure that, if 
there is any unresolved difference of opinion between two Ministries.- or 
Departments on the question of the h8!ldling of a particular subject or on 
any question of the handling of a particular subject or on any matter of 
importance, it is quickly brought to the notice of the Cabinet Secretariat 
for arranging inter-ministerial/inter-departmental discussions. If an agree-
ment is still not possible, the matter ought to be placed before the Cabinet 
without further delay. 

To 

Sd/-
Joint SecretalY to the Cabinet_ 

All Ministries etc. of the Government of India. 
33 
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Recommendation 
Explanation of the Ministry does not seem to indicate that the importance 

and urgency of setting up a suitable Government agency for the airlifting of 
supplies of NEFA and NHTA area have been fully realised. 
lSI. No. 40, Para 4.27, Appendix II of the Sixtieth Report of the P.A.C. 

(Third Lok Sabha)] 
Action taken 

With the expiry of the contract with the Company, the work of airlifting 
()f supplies of NEFA was temporarily undertaken by the LA.F. frOm 
1-7-1967. The question of setting up a Government agency for this work 
as a long-term measure or of continuing the operations by the I.A.F. 
received Government's attention at the highest level and in any case the 
needs of the area will not be left uncared for. 
[MiniStry of Home Affairs O.M. No. 45/47/66-AC II dated 3-7-1968] 

Recommendation 
Examination of the working of the contract for airdropping operations 

in NEFA and NHTA area with a private air company ,has revealed the 
following unsatisfactory features :-

(a) Contract was given to the private company even though I.A.C. 
with 1.A.F. was willing to undertake the task; . 

(b) the contract to the Company was awarded ignoring certain 
basic principles of the tender system and without making essen-
tial enquiries about the financial capacity etc. of the Company; 

(c) the Agreement was drafted in a haphazard and not unambiguous 
manner; 

(d) contract has been renewed or extended from time to ti~ with-
out following the normal procedure of inviting tenders; 

(e) the execution of the contract lacked proper supervision and 
effective control; 

(f) an amount exceeding a crore of rupees has been paid to the 
Company provisionally and no attempt has been made to finalise 
the payments even after the lapse of a number of years and 
renewal of contract twice; 

(g) several cases of over-payments based on wrong calculations 
have been detected; 

(h) the recovery of nearly Rs. 32 Jakhs from the Company on 
account of stores lost, has not been initiated so far; and 

0) 985 air-dropping sorties, valuing Rs. 19,05,987 ha~ remained 
unacknowledged till the end of year 1965-66. Yet provisional 
payments in respect or these sorties have been made. 
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lD the circumstances, the Committee are of the view that there is all 
immodiate need for the appointment of a Committee, consisting of the ~nior 
repr-.tatives of Ministry of Finance, the Auditor-General and the Central 
Bureau of Investigation which should make a thorough probe into the 
working ot the Agreement to assess the extent of loss to Government and 
undue advantage to the Company. The Inquiry Committee should also fix 
responsibility f9r the unsatisfactory implementation of the various provisions. 
of tbe AgJ::eements. 

[Sl. No. 41, Para 5.1, Appendix II of the Sixtieth Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 

In pursuance of the Public Accounts Committee's recommendations 
above, a Committee consisting of Financial Adviser l Defence) as Chairman~ 
and ClJjcf Auditor, Northern Railway and DIG of Police. Central Bureau 
ofi Inl'estigation as Members, has been constituted on 3()..12-1966 with the 
following terms of reference:-

(a) To study the contracts entered into with the company in 1960,. 
1963 and 1964 and examine the extent'to which there were 
lapses in implementing the various provisions of the contracts. 

(b) To assess the extent oJ losses to the Government resulting from 
non-implementation of the various provisions of the contract or 
from errors and omissions while making payments to the com-
pany for the work done by them during the currency of the 
contract. 

(c) To assess the extent to which any undue advantage accrued to' 
the company as a result of the working of the agreements with 
it. 

(d) To fix responsibility for the unsatisfactory implementation of the 
various provisions of the,agreements with the Company. 

(e) To investigate to what exrent, if any, the instructions regarding 
inspection of soores dropped ~t dropping zones by a Board 
consisting of local officers with a view to assessing the causes 
of losses in supply dropping, have been properly followed. 

(0 To suggest remedial measures that should be taken to prevent 
the recurrence of the irregularities and lapses in the implemen-
tation of the agreement in future, including the augmentation 
and the reorganisation, if any, of ~he executive and accounting 
organisation at present available under the NEF A Administra-
tion for this purpose, 

2. The Committee submitted its Report on the 23rd March, 1968. 
Actioo is being taken in the light of the Committee's findings. Findings of 



36 

the Enquiry Committee and action taken thereon by Government will be 
intimated to the Public Accounts Committee. 

[Ministry of Home Affairs O.M. No. 45/47/66-Ac II dt. 3-7-1968] 

Recommendation 
The review of the working of the agreement with the private company 

also has indicated that the agreement has not worked to the best advaotage 
of the exchequer. Though the private company has played a useful role 
in air-lifting the cargo in the strategic area, the Committee cannot ignore 
the following important facLQrs :-

(i) The strong views held by the Defence Minister in October, 
1962, which have great validity even today. 

(ij) The administration Ministry in charge viz., the Ministry of 
Home Affairs have been urging that a proper unit in the State 
Sector should be brought into operation as soon as possib1e; 
and 

(iii) The following provision in the Industrial Policy Resolution of 
1956:-

"In the first category will be industries the future develop-
ment of which will. be the exclusive responsibility of the 
Stat~ ... " Railways and air transPQJt arms and ammu-
nition and atomic energy will, however, be devel'oped as 
Central Government monopolies. Whenever co-operation 
with priva~ enterprise is necessary, the State will ensure, 
that it has the requisite powers to guide the policy and 
control the operations of the undertaking." 

Keeping these factors in view and taking into account the heavy amount 
paid to the Company for this contract (Rs. 4.42 crores upw 31st October, 
1965), tbC Committee are of the opinion that this task of air-lifting of stores 
in NEFA and NHTA areas should be taken up by a suitable Government 
agency. They are also of the opinion that such an agency shouid be set up 
well in time to undertake the work on the expiry of the present contract 
after June, 1967. 
lSI. No. 42, Para 5.2, Appendix II of the Sixtieth Report of the P.A.C. 

(Third Lok Sabha)] 

Action taken 
As stated in reply to SI. No. 40 lpara 4.27) of the Sixtieth Report, the 

contract with the Company has expired and the nature of the permanent 
arrangements for airlift of 'stores in NEFA is engaging the attention o(Gov-
crnment at the highest level. Pending the creation of a permanent organi-
sation, the task has been entrusted to I.A.F. with effect from 1-7-1967. 

[Ministry of Home Affairs O.M. No. 45/47/66-Ac II dated 3-7-1968] 
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RE('X)MMENDATIONS/OBSERVATIONS WHICH THE COMMITIEE 

DO NOT DESIRE TO PURSUE IN VIEW OF TIrE REPLIES BY 
GOVERNMENT 

Recommendation 

The Committee are surprised ~ note that there was no proper system 
of recording the incoming dak in NEFA Administration, even in regard to 
the receipt of important documents like tenders. The Committee feel that 
it is necessary to introduce a proper system in this matter. U a system had 
been prescribed already, the lapse in the ptCsent case need'S investigation. 

[SI. No.3, para 2.16, Appendix II of the 60th Report of the P.A.C. 
(Third Lok Sabha)) 

Ac:tiontaken 

'The system of registration of incoming dak did exist in the NEF A 
Administration, but the particular letter could not be registered as it was 
received in a sealed cover and was opened only on the 2nd May, 1960, the 
day fiX1'd for the opening of tenders. 

2. According to the practice then existing, tenders were actually received 
by the Assistant Secretary, Supply and Transport Department of the NEFA 
Administration, who used immediately to note the date and time of receipt 
on the envelope and 'Sign it. On the date appointed ror the opening of these 
tenders, all such collected tenders were produced before the Supply Advisory 
Board. All members of the Supply Advisory Board scrutinised the actual 
date and time of r~ipt of the tender as noted and initialled by tire Assis-
tant Secretary (Supply & Transport) on the outer cover. The members of 
the Supply Advisory Board .also used to scrutinise the seals on the closed 
covers to ensure that they were not tampered with. 

3. Necessary instructions have since been issued to the NEFA Adminis-
tration vide this Ministry's letter No. 45/47/66-AC.IJ, dated 20th Decem-
ber 1968 (copy enclosed (See Annexure VI.) to ensure that all tenders are 
registered in a tender register as and when they are received in the office 
of the DIrector, Supply and Transport. • 

[Ministry of Home Affairs O.M. No. 45/47/66-Ac.n, dated the 1-1-69] 
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ANNEXURE VI 

No. 45/47/66-Ac.U 
GOVERNMENT OF INDIA 

MINISTRY OF HOME AFFAIRS 

The Adviser to the 
Governor of Assam, 
N.E.F.A., SHILLONG. 

New Delhi-I, the 20th December, 196i. 
SUBJECT :-Para 2.16 0/ 'he 60th Report of the Public Accounts Committee 

(Third Lok Sabha). 

Sir, 
I am directed ro refer to your letter No. SUP 6/306/66, dated the 23rd 

September, 1968, and to say that in reply to SI. No.3-para 2.16 it has 
been stated that the system of having a tender register has since been intro-
duced in the office of Director of Supply & Transport who receives the 
tenders. But according to the present system, the tenders are diarised only 
aftor they are opened before a Board of Officers in. the presence of ten-

deters. This system appears to 6e unsatisfactory. It has now been decided 
that all the tenders should be entered in a tender register as and when tbey 
are received in the office of the pirector of Supply & Transporl. Action 
may kindly be taken accordingly. 

Yours faithfully, 
Sd/-

Under Secretary to the Government of India. 

RecommeadatioD 
Tho Air Company in their letter of 23rd April, 1960 written only one 

4ay after the publication of the tender notice in the newspapers, bad Plen-
tioned of a discussion they had with the Administration's official. But U1c 
fact of the discussion had neither been accepted by the Administration nor 
had the statement of the Company about it been contradicted. The Com-
mittee are thus unable to understand the reference to a discussioD. It is 
not clear by whom it was held and with whom. The Committee arc, kow-
ever surprised that the representative of the Company had a discuWon on 
this subject. This seems to indicate that the Company had a prior u(Jw-
1edge of this tender which the other parties did not have. 
[St. No.4, Para 2.19, Appendix II of the 60th Report of tho P.A.C. 

(Third Lok Sabha)] 
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Action taken 
_ The above observation of the Public Accounts O.Jmmittee was brought 

to the notice of the NEFA Administration. The then Secretary (Supply and 
TI1Ul'SpOr1), whoSe comments on the above observation were invited by the 
Administration, does not recall any discussion with the Air Company, nor 
is he aware of any such discussion with any other officer of lhe 
Administration. 

{Ministry of Home Affairs O.M. No. 45/47/66-Ac.n, dated the 1-1 ... 1969] 

Recommendation 

1he Committee are surprised that the Kathju Committee Report which 
had mentioned about the 'incomplete test flight re~s', honouring of ins-
tructions more in the breach than in the observance both by the pilots and 
engineers; non-maintenance of stores to the 'normally accepte~ aviation 
standards,' lack of vigilance on the part of company's management over the 
flying activities of the pilots in their employ; submission of incorrect load 
manifests with forged signatures, ~tc., had missed Government's notice at 
the time of awarding contract to the Company in 1960, and at its subse-
qucat renewals. 

[SI. No. 11, para 2.47, Appendix I lof the 60th Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 

The above observation of the P.A.C. was brought to the notice of the 
North East Frontier Agency Administration who made enquiries from the 
then Secretary, Supply and Transport, North East Frontier Agency. The 
latter was not awar~ of any Kathju Committee or its report. The Kathju 
Committee held meetings at Mohanbari on the 10th and J 1 th December, 
1959. There is no record to show that these meetings came to the notice 
of the North East Frontier Agency Administration. The Committee sub-
mitted its report to the D.O.C.A. on the 19th February, 1960; a copy of this 
report was also not sent by the D.G.C.A. to th~ North East Frontier Agency 
Administration. The records, however, reveal that the fact of the Air 
Company's facing an enquiry had been brought to the notice of the then 
Adviser by Shri Kathju on the 1 st May, 1960. The position was subse-
quently clarified by the Adviser, who informed the Government that although 
Shri Kathju had mentioned to him that certain matters regarding the Air 
Company were under investigation, he (Shri Kathju) had, on further enquiry 
by him (the Advisor), stated that these matters might not be so serious as 
to involve the cancellation of the Company's licence and that the Company 
might have, at the most, to suspend their operations for a week to ten days. 
This subject appears to have been discussed by Shri ~athju in a casual 
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manner inasmuch as he does not seem to have specifically mentioned about 
his having already conducted an enquiry and having submitted n detail~ 
report to the Government. 

[Ministry of Home Affairs O.M. No. 45/47/66-Ac.II, dt. 22-2-1969] 

R~mmendation 

The Committee regret to note .that the estimated tonnage did not actually 
materialise despite the fact that it represented the actual requiCements as 
claimed by the Ministry. This seems ro indicate that the requirements of 
the areas were not adequately met. The 'Commitee are also unable to 
appreciate the reason given for non-procurement of the estimated supplit!s 
in time. 
lSI. No. 12, Para 2.49, Appendix 11 of 60th Report of P.A.C. (Third Lok 

Sabba)] 

Action taken -

The above observations were brought'to the notice of the NEF A Admi-
nistration, who have explained that estimates of this nature, which involve 
supplies to 126 dropping zones/landing grounds, can at best be anticipated 
in terms of pa,st years' aetuals; current year's requirements and tempo 
of development to be achieved in the year under consideration. The stores 
that were airlifted included not only essential commodities, such as rice, 
daJ, atta, etc., but also engineering stores, building materials, tools and 
implements of various Departments such as Agriculture, Community Deve-
lopment, etc. and medicines, besides ordnance stores of the Assam Rifles. 

The estimated tonnage of food-stuffs caters for 3 months' reserve stock 
for the Assam Rifles and Police personnel. Similarly, tIte estimates ttlnnage 
in respect of development stores also includes an element of reserve. The 
actual tonnage air-lifted during the years 1961-62 to 1965-66 met the 
requirements of rations in full except for the reserve stock. As regards 
other development 'Stores al!)Q no serious consequences resulted due to short-
fall in the actual tonnage achieved. 

At the beginning of the year, it is also not possible for the Administra-
tion to know precisely what places would be connected by road in the course 
of the year. ~i), in the estimated plan, the figures for_ airlifting of stores 
pertaining to those places are also included, thOUgh in actual fact as 900n 
as certain places are connected by road, the supplies, are sent ,there by road. 
In fact the movement of stores by road from 1960-61 has' progressiv~ly 
increased year by year and some of the stores, which were planned to be 
airlifted at the beginning of the year, were later transported by road. 
[Ministry of Home Affairs O.M. No. F. 45/47/66-AC.II da,ted 3-7-1968] 
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Recommendation 

"The thinking in the Ministry of Defence apparently underwent a radi-
cal'change subsequently, for reasons not easy to understand, because some-
time in Oct. 1963 when the question of future airlift arrangements was exa-
mined, and the Ministry of Defence were approached, they not only express-
ed inability of the Indian Air Force to undertake the job, but also desired 
that the private airlift capacity be maintained." 

[Serial No. 35 of Appendix II to P.A.C's 60th Report (Third Lok 
Sabha)-1966-67] 

Action taken 

The question of airlift of supplies to forward posts in NEFA and 
Nagaland was discussed at a meeting held on 6th September 1962 under 
the chairmanship of the then Defence Minister. It was decided that the 
forward out-posts would be supplied by the IAF from the forthcoming 
winter and that the IAF should also work out plans to take over the entire 
airlift of NEFA and Nagaland Admin}strations on the expiry of the contract 
with Kalinga Airlines in April 1963. This decision was taken Il'S it was 
felt that if the job was done by the IAF, it would guariUltee security and 
continuity of supplies. However, soon after taking this decision, the situa-
tion on Indo-China border suddenly started worsening and it finallyconflag-
rated on 20th October 1962. This major development on the borders 
necessitated heavy air maintenance for the Army by the IAF. Therefore, 
the question of making further use of Mis. Kalinga Airlines came up for 
serious consideration and it was decided to extend the contract with KaJingas 
for a further period of one year in the. first instance so that there was n, 
Jet down in air' maintenance, particularly in view of the worsening border 
situation when the IAF was not in a position to undertake air-dropping of 
supplies for NEF A and Nagaland Administrations in view of the heavy 
commitments for Army. 

In August 1963, the Ministry of External Affairs, who was then the 
Ministry concerned, for NEFA· Administration, enquired whether the 
Ministry of Defence could take over airlift reuirements. of NEF A Admi-
nistration on the expiry of the contract with Kalinga Airlines in April 1964. 
The airlift capacity of the Indian Air Force in relation to the demands of 
the Armed Forces, including sister organisations like the Border Roads 
Development Board, was examined by the Ministry of Defence in consul-
tation with the Chief of the Air Staff and the Chief of the Army Staff. It 
trar;wpired that it \\iould be possible for the Indian Air Force to undertake 
the airlift required by the NEF A Administration in peace time when the 
Caribou aircraft on order have been received, i.e. by the time the contract 
with Kalinga Airlines expired _in April 1964. It was, however, felt that 
difficulties would arise in the event of outbreak of hostilities. In such all' 
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event, Army demands for airlifts would increase and it would not be pos-
sible for the Indian Air Force to meeJ the airlift requirements of the NEF A 
Administration. It was also likely that by that time the airlift requirements 
of NEF A Administration would increase and it would not be possible for 
the Indian Air Force to augment its capacity, except to a limited extent. 
It was considered desirable .to keep a margin of capacity in the Indian Air 
Force ro meet sudden additional demands on behalf of $he Armed f'or~ 
.and, therefore, the capacity of the Indian Air Force should not be fully used 
up in peace time. 

Having regard to the above mentioned considerations, it was decided in 
October 1963, with the approval of the Defence Minister, that:-

(a) It was undesirable to utilise the IAF transport capacity to the 
hilt in peace-time; 

(b) as long as the present uncertain frontier situation continued, it 
is desirable to keep any existing private airlift capacity in being, 
as it would assist in better utilisation of the I AP airlift; 

(c) the demand for airlift by the Army was not likely to decrease 
materially until the road communications in the forward areas 
improved and this was not likely to happen {\.lr another year 
or two; 

(d) therefore, such private airlift capacity as the External Affairs 
Ministry could secure without involving any additional expen-
diture on import of aircraft on private account 'Should be pre-
served and maintained. If External Affairs- Ministry required 
any help over and above that in moving supplies into NEF A, 
the lAP 'Yould help to the extent capacity was available; and 

(e) any proposal to spend foreign exchange to procure more aircraft 
should be to augment the lAP fleet. As far as NEFA was 
concerned, the best value for money would be secured by 
investing in more Caribou aircraft. 

From the position stated above, it would appear that when the decision 
was taken in September 19~2 to entrust tht work of airdropping of supplies 
to the lAP on the expiry of the contract with Kalingas in April 1963, the 
situatiod on the Indo-China border was normal. However, soon thereafter 
the position on the Indo-China borders began to worsen and due to the 
subsequent changed circumstances, the earlier decision had to be revised in 
()ctober 1962. Vetted by the A.O.C.R. 

[Ministry of Defence O.M. 11(8)/62/D (Budget) dt. 8-1-1968] 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH HAVE 
NOT BEEN ACCEP1ED BY THE COMMITTEE WHICH REQUIRE 

REITERATION 

NIL 

4J 



CHAFfER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HA VI; FURNISHED INTERIM REPLIES 

Recommendation 

The Committee are surprised that th~ over payments made from the 
public exchequer to the CXJmpany did not come to the notice of Government 
till they were brought out by the Audit. When noticed no effort was made 
to inquire into them and investigate the reasons behind them. The Com-
mittee feel that there has been a remissness on the part of the Administra-
tion in regard to the financial aspects of the contract. The Committee ab"O 
feel that the action of the Company in charging at higher rates than pres-
cribed was not proper. It is strange to note that the Administration took 
a lenient view of such over charges and also those arising out of erroneous 
destinations. They also feel that the system under which this contract was 
working was fawty and further that the Company had no difficulty at any 
stage in enlisting the sympathy and co-operation of the authorities concerned 
even if it meant loss of public revenues. 
[SI. No. 15, Para 3.rs, Appendix II of the Sixtieth Report of the P.A.C. 

(Third Lok Sabha)] 

Actiontakeo 
The above recommendation of the Committee Pertains to three specific 

over-payments. The position with regard to these three excess payments 
is indicated below :-

(i) Excess payment of Rs. 75,000/-
This relates to payment made to the Company on the' basis of average 

flying time already fixed by the Administratiop fo! flights to a place called 
Y~ong. 

1b.e average timing to this place was based on flights by lAC, 'lAF and 
Indamer Coy prior to 1960 and as at that time no landing ground had 
been commissioned at the place, this related to air-dropping flights. The 
payment to the Company was made on the basis of this average tinling even 
though with effect from April 1961, a landing ground was commissioned 
at Yinkyong. This was a mistake which unfortunately could not be 
detected earlier. As soon as audit pointed this out, further paym'Cnt to the 
Company for this sector on the basis of existing average timing was stopped 
00 25-4-1965. Average timing for this sector on the basis of the current 
contract, i.e., lower of the two average timings for flights to Yinkyong by 
the Company under the first and second con.tractS, has now been determined 
and notified. Adjustment of the overpayments already made was proposed 

44 



45 

to be made on the basis of the revised bills to be submitted by the Company. 
However, the Company have not accepted the timing notified by the 
Administration and this is one of the items referred to the Arbitrator in 
~mber 1967. Result of arbitration will be intimated to the P.A.C. in 
duo course. 

(il) Excess payment of Rs. 2.48 lakhs 
This excess payment is due to in(."Orrect notification of average timing~ 

made in May and December 1961 in respect of 337 sectors when the 
Administration based their calculation on the timings 'as obtained from the 
agencies themselves instead of basing the calculation un timings as recorded 
by the Air Traffic Control. This omission, tO'o, could not De detected by 
the Administration till it was pointed out by the audit in March 1965. 
This omission has since bee. rectified and average timings in respect of all 
these 'Sectors have now been notified correctly on the basis 
of the timings as recorded in the Air Traffic Control for flights 
of lAC, IAF and Indamer Coy prior to May 1960. The Company have, 
however, not accepted these revised average timings and the matter has 
been referred for arbitration. Result of arbitration will be intimated to the 
P.A.C. 

(iii) Excess payment of Rs. 22,000/-
This over-payment was detected by the Director of Supply and Transport 

in December, 1963. The over-payment was recovered from the Company's 
bills and credited to Government's account on 8th September, 1966. 
[Ministry of Home Affairs O.M. No. F45/47/66-Ac.II, dated the 1-1-69] 

RecommeDdation 

The Committee would recommend that a special ,enquiry into all past 
transactions, under the contract, be conducted forthwith, any mistms com-
mitted brought to light and those found responsible for them suitably dealt 
with. 
[SI. No. 18, para 3.18, Appendix II of the 60th Report of the P.A.C. 

(Third Lok Sabba)] 

Action faken 

In pursuance of the Public Accounts Committee's recouunendations 
contained in paragraph 5.1 (SI. No. 41) of tbeir 60th Report, a Com-
mittee of senior representatives of the Ministry of Finance, Comptroller and 
Auditor General, and C.B.1. was ,constituted on 30-12-1966 to make a 
thorough probe into the working oftbe agreements with the Air Company 
to assess tbe extent of loss to Government and undue advantage to the 
Company. This Committee was required to go into all past transactions 
under the contract. The Committee has since submitted its Report and 
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follow up action thereon is being taken. Results of the enquiry and action 
taken or proposed to be taken against the persons responsible for the un-
satisfactory implementation of the agreement will be intimated to the P .A.C. 

[Ministry of liome Affairs O.M. No. F45/47/66-Ac.ll, dt. 3-7-1968] 

Recommendation 
The Committee regard that even after the lapse of 6 years' period no 

serious effort bad been made to determine the actual flight timings 
in regard to a number of sectors and payments on account of them are 
5till being made provisionally. 

[SI. No. 21, Para 3.28, Appendix II of the 60th Report of the P.A.C. 
(Third Lok Sabha)] 

Acdon caken 
, 

The average flying timings have since been fixed in respect of all those 
leCtors where such timings can be determined under clauses 7(a) of the 
First two contracts and clause 7 (b) of the Third Contract. The whok 
question was referred for Arbitration in December, 1967 and the Public 
Accounts Committee will be informed of the final result of arbitration 
shortly. 
[Ministry of Home Affairs O.M. No. F45/47/66-Ac.II. dated.22-2-1969] 

Recommendation 

The Committee, however, note that assurance given to them during 
evidence that it had been 'laid down' that the account of unacknowledged 
sorties would be settled by the end of September, 1966. The Committee 
would like to be informed of result achieved. Considering the inordinate 
delay in the matter ...... they cannot refrain from observing that the most 
important provision of the Agreement had been ignored. 

[S1. No. 24, Para 3.43 Appendix II of the Sixtieth Report of the P.A.C. 
(Third Lok Sabha)] 

ActIOn taken 

The N.E.F.A. Administration have been making all possible efforts to 
reconcile the unacknowledged load manifests. According to the informa-
tion recoeived from the NEF A Administration in October, 1968, out of 
about 40,000 load manifests, there are 143 load manife~ts 
pertaining to the Air Company's operation for which acknowledgement 
reports have not been received from the out-posts. The total value of the 
stores involved in these sorties is Rs. 2,42945.13P. Forty-five of them 
involving an amount of Rs. 32,406.81 P relate to the period prior to the 
Chinese aggres'iion, relevant records in respect of which are reported to 
have heen destroyed/lost. The original records of all acknowledgements 
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at the receivio,g end are being obtained by the Adnunistration when a further 
scrutiny about unacknowledged 'Sorties would be made. Final results (If 
reconciliation will be intimated to the P.A.C. in due course. 

[Ministry of Home Affairs O.M. No. 45/47/66-Ac.II, dt. 1-1·69] 

Recommendation 
The Committee are at a loss to understand how in the absence of 

such an account the Administration was able to know the extent to which 
it had met the demand for storeS and supplies of the remote areas.· Final 
.settlement of the account at the end of each year, the COf1lmittee feel, is 
vital part of the Agreement, which they hope would now at Jeast be brought 
up to date. . 

[SI. No. 26, Para No. 3.45, Appendix II of the Sixtieth'Report of the P.A.C. 
(Third Lok Sabha)] 

Action taken 
The NEFA Administration have worked out the amounts (Rs. 

52,16,392.35P due from the Company for the period covered by the three 
contracts. The Company has, however, not accepted the claims filed with 
the Arbitrator on the basis of the these calculations. They have also pre-
ferred some counter claims amounting to Rs. 98,10,355.22 against Gov-
ernment. The disputed points have, therefore. been referred to the Arbi-
trator, who was l:\ppointed on 5th September, 1967 in terms Of the conttacts. 
The results of the arbitration will be intimated to the P.A.C. 

[Ministry of Home Affairs O.M. No. of 45/47/66-AcIl 
dt. 3-7-1968] 

RecolbmeDdadoa 

The Committee find that too tonnage lost during 1960-61 to 1965-66 
in respect of the acknowledged dropping sorties came to 2,973, its value 
being RI;. 31,16,250. The Committee also observe that the value of storeS' 
lost had increased substantially year after year. In the year 1960-61, the 
value of the stores lost was Rs. 2,82,873 whereas in 1965-66 it rose to 
Rs. 9,50,622. 
{SI. No. 28. Paras 3.51 and 3.52. Appendix II Of the Sixtieth Report of the 

P.A.C. (Third Lok Sabba)] 

Action taken 

The above conclusions of the Committee have been noted. 
2. It may not be poS'sible at this distant date to make an enquiry into the 

abnonnal increase in the loss of stores from year to year. It may, however, 
be mentioned that all losses exceeding 4%. are recoverable from the CoJn-
pany. A claim for an amount Of Rs. 38,89,777.35 has accordingly been 
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made against the company in December 1967 which is now before the Arbi-
trator. The result Of the arbitration will be intimated to the P.A.C. in duo 
courso. 

[Ministry of Home Affairs O.M. No. of 45/47/66-Act II 
dt. 1-1-1967 

RecommencJatloD 

It is most unfortunate that the account is not kept sorti&-wiS'e and due; 
to some misunderstanding these 4% are calculated on the annual turnover. 
The Committee teel that 4% margin Of Joss given was in respect of each 
sQrtie and Dot for the whole year. This has caused a very serious &Jld 
avoidable los'S to· the public exchequ~r. The Committee suggest that special 
check should be conducted to calculate the loss sortie-wise and then make 
the necessary recoveries from the company where due. 
lSI. No. 29, Para 3.53, Appendix II of the Sixtieth Report o;f the P.A.C. 

(Third Lok Sabha)] 

Action taken 
The opinion Of the Solicitor-Gelleral of India was obtained on the inter-

pretation of aause 10(a) of the Agreement with the Company. According 
to his advice, the contractor is liable to make good the losses in respect of 
each item of stores in a loadmanifest, if in reSpect of the item the deft-
ciency is over 4%. The NEFA Administration have been a,dvised accord-
ingly and they have re-calculated the losses accordingly. The amount of 
the losses works out to be Rs. 38,89,777.35. A claim for this amount bas 
been filed before the Arbitrator under aause 10(a) Of the Agreement. The 
Company has, however, disputed the basis of calculation of dropping losses 
and this point is Under reference to arbitration. The results of arbitratioa 
will be intimated to the P.A.C. 

{Ministry of Home. Affairs O.M. No. of 45/47/66-Act II 
dt. 3-7-1968] 

Recommendation 

The Committee regret to note that the contract for air supplies to NEFA 
had neither been drafted carefully nor had it been implemented properly. 
There bas been lack of care and ~upervision in the ~xecution Of the con-
tract from the very beginning. Instances of over-payments were neither de-
tected nor promptly investigated. Provisional payments have been made 
to the company from year to year, and the accounts with the company have 
not been s'ettled finally at the end of the financial year, as stipulated in tho 
Agreement. 
[S1. No. 33, Para 3.64 Appendix II of the Sixtieth Report of the P.A.C. 

(Third Lok Sabha) J 



Ac.tfon taken 
The Committee appointed to probe into the working of tho Agreements-

with the Air Company submi~ their Report in March 1968 in which they 
have made recommendations as to the remedial measures to prevent recur-
reace of irreb'lliarities and lapses in implelOOntation of the Agreements, in 
future. Follow-up action on the recommendaiions of the Committee is in 
prop;ress and a final reply will be submitted to the P.A.C. 

As regards settlement of accountS' with the Company, the matter is now 
before the Arbitrator and the P.A.C. will be informed of the final results. 

[Ministry of Home Affairs O.M. No. of 45/47/66-Act II 
dt. 1-1-1969 

NEW DELHI; 
April 28th/Vaisaka 8, 1891(s) 

M. R. MASANI, 
Chairman, 

Public Accounts Committee-



APPENDIX. I 

Statement showing progress of action on each of the recommendatiorta oI! 
Hariharan Committee enumerated in Chapter XIV ,of their Report. ' 

Para 77-Unsatis!actory features oJ the contracts. 

In this para, the CommittCj;) pointep out s'everal unsatisfactory featur~ 
Of the three contracts. Tb:!se have been noted for future guidance. 

Para 78-Lapses in implementation of the contracts,. 

In this para the Committee pointed out the lapses in the implementation 
of the contracts' and the amounts Of losses in propping recoverable from 
the company as well as certain over-payments made to 'it. Necessary 
claims for recovery of these Ios'Ses in dropping and overpayments were 
filed before the Arbitrator in December, 1967. The Arbitrator's award 
is awaited. The various Japses pointed out in the para have been noted 
for future guidance. 

Para 79-Undue advantage derived by the Compan)'. 

Tbe findings of tho:: Committee howe been noted. 
Para 80. 

In this para, names of officers responsible for unsatisfactory imple-
mentation of the contracts have been referred t~ EJq>lanations of these 
officers have been called for and are being examined. 

Para 81-lnspcction of stores dropped at the droppi11g1.ones by B«B'ds 
.of Local Officers. 

Instructions have been issued to the various outposts to the effect that 
the names of th,~ officers who inspect the stores at the dropping ZOBes are 
invariably mentioned in the acknowledgement reports. 

PaI'a .82-Remedial Measures. 
These have been explained in Chapter XII and referred to briefly in 

para 82 in Chapter XIV of the Report. The Committee in para 75 Of its 
report have observed as follows :-

"The various lapses in the implementation of the agreements were 
mainly due to lack of awareness of the importance Of timely and 
proper action on the part of those who were responsible for operat-
ing the agrooments. Certain lacunae and unsatisfactory featores in 
the agreements which have been mentioned earlier in this Report, 
obviously added to the difficulties of all concerned. With better 
and stricter control over tbe various officials concerned with imple-
mentation of contfacts of this natore, it should be possible to avoid 
irregularities or lapses of this type in future". 

IThe . Committee have, however, made some specific suggestions which 
are 'dealt with in Annexure to this statement. '0 
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ANNEXURE 

Actioll taken on 1M remedial mtOSlII'es SUll't:fted by Bar/koral/ Committee. 

S.No. Rccommendation 

(_) The unsatisfactory features in the con-
tracts and the lapses in implementill8 the 
same should be noted for avoidance. in 
future. . Para 82(a). 

1. (6) An eJlamination should be made of the 
aeed for preparing a large number of 
copics 01 load manifests. Para 82(c? 

2. (e) Periodica! surprise inspections of stores 
packed for dispatches should be ar-
ranged by the Director, Independent 
verification of stores in the Depots 
should also be arranged Para B2(d). 

3. (I) As and when the. Director finds that the 
quantities of stores despatched· accord-
ina to the acknowlcdaement reports are 
found to be different from those shown 
in the copies.ofthe load manifests in the 
Directorate. he should take prompt 
steps for reconciliation. Para 7S(c). 

4. (e) In the course of its enquiry, the Com-
mittee ·has found that in a majority of 
cases, post copies of acknowledgement' 
reports were not received by the Direc-
tor. The officials at the dropping zones 
should be &lvon strict instructions to send 

Action taken by Government 

The' recommendation has been noted. 

This slIlgestion has been carefully 
examined and it is found that it is 
not possible to reduce the number 

of copies of load-manifestes below 
the present number ('t'iz. 18).· 

Surpri5C checks ate being carried out 
from time to time to insure correct-
ness of loads despatched as per load 
manifes(~. Funher. offiCtrs fr(lm 
other braQl!hes ate detailed as duty 
officers each for a period of one 
week at a time to check the loading 
and to verify the weighment. of 
loads. The Committee also reconl-
mended that Director, Supply j 
Transport should arrall8e periodical 
verification of stores by an indepen-
dent body of stock verifiers under 
his direct control and reconciliation 
of the quantities of stores as per 
ledger with the ground balanocs. A 
s)'!Item of quarterly verification of 
stores in various depots by ofllcers 
from other depots has been intro-
duced by NEFA Admn. in addition 
to the usual annual verification of 
stores; 

Prompt steps are being taken for 
reconciliation as and when slich 
discrepancies are noticed. 

Director of Supply & Transport bas 
already issued instructions to the 
outposts to send post copies of the 
acknowledgement reports in all 
cases. NEFA Admn. has also been 
directed to issue suitable instructions 
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R.oc:ommcndation 

tbe post copies of acknowled,ement 
reports to the Director in all cases and 
tbC$e instructions should strictly be en-
enforced. Para 7S(d). 

S. «() The Director should take prompt Rteps 
for obtaining acknowledaement reports 
and post copies when ever they are not 
received in time. As the "'arious officials 
at the droppina zones are not under the 
administrative control of the Director, 
he should report to the Administration, 
monthly. all lapses in this respect on the 
part of the various outposts to enable 
the Admn. to take timely remedial action 
for expenditious despatch of such want-
ing acknowledgement reports. Para 
75(0). 

The Committee has been informed by 
the present Director that one of the 
reasons for the daily in receipt ofwirelesa 
acknowledaement reports is the low pri-
ority liven by the officials incharge of 
the wireless set~ to the acknowledgement 
reports. Appropriate arrangements 
shoul~ be made for ensurina timely 
transmission of these reports. Para 7S(f) 

Action taken by Gover 

in this regard to various officers at 
the outputs. 

NFFA Administration ha\e been 
directed to issue necessary instruct-
ions in this regard. 

NEFA Administration have requested 
Inspector General, Assam Rifles, to 
issue necesaary instructions to var-
ious wireless stations to give hiSIt 
priority to wireless IIcknowledse· 
ment rePorts. 

',7. (h) Instructions should be issued to ensure Instructions in thiB regard already call 
that all the claims and Bupportina docu- in the "Hand Book of Supply Ar.-
ments arc scrutinised carefully by the counts" compiled by NEFA A4-
executive and accountR authoritiC$ before ministration. The observations of 
the claims are admitted for payment. the Committee are noted. 
Para 75(,). 

~. (0 The flights to various outposts should 
be planned well in advance and tbe out-
posts should as far as possible be kept 
informed of these flights so that they 
would be havins necessary advance in-
formation. Para 7S(h). 

(I) In the course of workins of agreements 
of this t)'J)e, several practical difficulties 
4Jld snAgs are bound to be noticed. Tho 
Director should periodical send re-
portl to the Administration hish-lialrt-
iDS these difficulties so tbat appropriate 
remedial action can be taken in time. 
Para 75(1). 

It is not possible to plan the lIipts 
weD in advance and keep the out-
posts informed in view, of weatller 
conditions in NEFA. Further tlte 
present carriers. viz. lA.F .• intimate 
the director of the availability 01 
air-craft only a day earlier. 

NEFA Administration have been re-
quested to prescribe quarterly re-
ports wbich should be scnt to tbe 
Administration by the Director 
reVlewlnll tbe workin, of 1\ J'ply 
droppina operatioos iJtthat quarter 
and hish-liahting any difficultJ •• 
which be miSht be experienc:ins. 



APPENDIX n 
REGISTERED 

GOVERNMENT OF INDIA 

NORTII EAST FRONTIER AGENCY 

No. SUP. 6/128/68 Dated Shillong, the 6th Jan. 1969. 

To 
(1) The Inspector General of Assam Rifles, Shillong. 
(2) All Deputy Commissioners, NEFA. • 
(3) AIr Add!. Deputy Commissioners, NEFA. 
(4) All Director of Supply & Transport, Nefa Jorhat-5. 
(5) All Commandants of Police Battalions deployed in NEFA. 
(6) The Deputy Director, sm, Tazpur. 

~UBJECT :-Acknowledgement Report of Stores Despatched by Air. 

Sir, 

I am directed to state that according to the existing procedure, acknow-
ledgment reports of stores air-dropped or air-landed are to be 
&ent to the Director of Supply & Transport within 24 hours of the receipt 
of the stores. The detailed procedure is laid down in Administration's 
Wireless eMssage No. SP. 178534. dated the 26th August, 1963 and ins-
pector General of Assam Rifles' signal No. C/ AD/53/881 dated the 18th 
August, 1953. The procedure has also been incorporated in Chapters VI 
and VII of the Handbook of Supply Accounts. There were also followed 
by a series of instructions from the Director of Supply and Transport, 
NEF A and the following are the latest one6 : 

1. FR/67-LOSS/l dated 21-1-67. 
2. STF/LOSS/l dated 5-5-67. 
3. FR/LOSS/9/33 dated 17-2-69. 
4. FRjLOSS/ljl25 dated 14-5-68. 
5. FR/LOSS/l dated 29-5-68. 

2. It needs no emphasis that these Acknowledgement Reports are vital 
documents for the purpose of ascertaining dropping or transit losses for 
effecting recovery from' the contractor or the flying agencies if such losses 
exceed the permissible ceIling limit. This information is equally important 
for drawal of proper accouBts by the Director of Supply and Transport in 
respect of the CPO Scheme. 

3. It has been noticed of rate that in many cases these instructions are 
not scrupulously followed through ignorance of the existence of such 

S3 
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instructions or carelessness on the part Ot tOO Reporting Officers. This 
is most unsatisfactory and cannot be allowed to contiilue. With a view 
to removing any confusion in this regard, it is expedient that consolidated 
comprehensive instructions should be issued for tUddance of all concern-
ed. The following procedure should be followed in the matter of sending 
Acknowledgement Reports Of ~ores despatched by the Director of Supply 
and Transport NEPA, by ai~ : -

(i) Immedia~ty after a sortie or stores is dropped or landed, these 
should be inspected by a local Board of officers, composed of 
two or three officers locally availaple--one representative from 
each Dep~ent, e.g.) a representative Of the Deputy Com-
missioner of the District, a representative of Assam. Riffles or 
Police Battalion, a representative of the SIB etc. ThiR Board 
should preferably be a standing one. 

(ii) The members should bz present at the Dropping Zone or 
Landing Ground immediately after each drOpping or landing. 
The stores received should be inspected and physically viuified 
by the Board after proper counting, weighment etc as may be 
necessary. The result of the inspection/verification should be 
recorded in the form of formal proceedings with the follOwing 
details: 

(a) Number and da~ of Load Manifest; 
(b) details of stores manifested in the Load Manifest in 

quantity, itemwise; 
(c) _details of stores received intact in quantity, itemwise; 
( d) details of SDEs and packing materials manifested; 
(e) details of SDEs and packillg materials received; 
(f) details of losses, item~ise; 

(g) reasons for loss, itemwise, e.g. bursting of bags, break-
ing of packages/ containers. non-opening or de~achmentl 
tearing . of parachutes', mis-dropping, bad dropping etc. 

These proceedings should be signed by each member of the 
Board and carefully preserved for record. A copy of the pro-
ceeding ~ould be sent to the DST along with the post copy 
Of the aCknowledgement report, vide sub-para (iv) below. 

Acknowledgement report by telegram/wireless message. 

(iii) An acknowledgement Report in the form of a tel'egram or 
wireless message should be drawn up on the basis. Of the afore-
said findings of the Board and despatched to the Director of 
Supply & Transport, NEFA, within 24 hours and in DO CIaO 
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later thaa 48 hours Of the dropping/landing. Tbe.wirele5i mes-
sllSts should be allotted ."OP Immediate" priority and tho tele-
grams should be allotted the priority "Express". In this con-
nection Signal No. 05152 dated the 12th October, 1968 from 
the Inspector General of Assam Rifles' to the AR Range HOs 
lllay be referred to (copy enclosed at Appendix 'A'. Page-). In 
these Acknowledgement Report~ the details of stores manifested 
and received intact and the .losses as indicated in para 3(ii) 
above, should be clearly mentioned. In addition, the names 
and designation of the officers composing the Inspection Board 
should also be indicated. 

Post copies of acknowledgem·ent reports 

(ivJ Immediately after the despatch of the telegtams or wirelesS' mes-
sages, post copies or confirmatory copies thereof, duly signed by 
the officer concerned, along with a copy of the proceedings of 
Local Inspection Board (vide sub-para (ii) above'), should be 
scnt to th~ Director of Supply & Transport, NEFA by the .nut 
available mail. This procedure is also laid down in p¥a 66(v) 
of the Manual Of Office Procedure, 1964 (~xtract at ApPendix 
'B'. Page-), . 

Monthly Report to DST 

(v) A monthly consolidated report in the proforma as' at Appendix 
'e Pa~- should be sent to the Director of Supply & Tran·s-
port NEFA so as to reach him by the 10th of the following 
month showing the details of all the stores air-dropped/landed, 
losses etc. during the preceding month, loadmanifest-wise with 
copy to the Deputy Commissioner or the Add!. Deputy Com-
missioner concerned. 
Monthly Report to Administration 

(~i) A monthly report should be scnt by the DST so as to reach the 
Admn by the 10th Of each month regarding unacknowledged 
sorties and post co~s of acknowledgement reports showing the 
position up to the month before last, vis. report for March should 
indicate the position as in January. This report should indi-
cate the position for each district, AR/Police Battalion, SIB 
Unit etc. 
Quarterly Report to Administration 

(vii) A quarterly report should be sent by the DST so as to reach 
Admn by the 10th of March June, September and December 
regarding the working of the Supply dropping operation and 
highlighting the salient features, e.g. dropping losses, whether 
reasons therefor have been investigated, especially for those 
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attributable to the despa,tching sections and if so, with what 
result; any precise difficulty encountered etc. Any 8ugestions 
for improvement or remedial measures would be welcome. 

4. It is requested that these instructions be circulated to all concerned or 
your office and to OutpQst Officers or Assam Rifles/Police Units etc. as the 
case may be, for strict adherence to the procedure. It may alII) please be 
brought hotOO to all concerned that failure to follow these instructions will 
constitute a lapse or even delinquency for which proper action will be taken. 

5. A copy Of these instruction!! may be kept in the standing Instructions 
Fik of each office and should be specifically mentioned in the hmding over 
notes at the time of relinquishing charge of the office on transfer, leave, 
retirement etc. 

6. Please acknowledge receipt of this communication in the form enclosed 
at Annexure ("D' page 59). 

Encls :-Annexures "A', "B', 'e & "D'. 

Yours faithfully,. 

Sd/-
Adviser to the Governor of Assam, 

Shillong. 



ANNEXURE 'A' 

Copy of HQ JGAR Signal No. 5152 dated 12 Oct. 1968 elddressed tu 
Naga/and and Range, NEFA Range. 

Ad: report (.) Admn intimated that ack report of stores reported by 
receiving centres received by DST very late (.) Hence instrunit under your 
demand 10 use op immediate priority (.) copy Admn. SUP.6/128/6S 
dated Sep 26 being sent by post. . 

ANNEXURE 'B' 

Extract from the MANUAL OF OFFICE PROCEDURE 1964, First 
Edition. 

CHAPTER X 

Para 66(v) 

(v) Post copiC's: All Telegrams and Wjrel~ss messages', except those-
sent in Cypher or Code, should be followed by post copies. Post copies of 
messages sent in 'Cypher' or 'Code' should never be sent to the addressees 
as in the case of enclair messages. Paraphrased versions of such code 
messages may, however, be S\:nt to the lIddressee, if necessary. 

57 
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From 
To 

ANNEXURE 'D' 

. No ........ Dated the 

The Adviser to the Governor of Assam, 
ShiIlong. 

/ooy '69 

SUBJECT :-Acknowledgement Report 0/ Stores Despatched by Air. 

Sir, 

This is to acknowledge receipt of Administration ]ctter No. SUP. 61 
128/68 dated tbe 6th January, 1969, which is receiving attention. 

, )i 

• 

I 

. .J-

Youn faithfully,. 
Sd/-

(Designation )-



APPENI)IX III 

Summary of Main Conc/rl.rioll.s/ Rerommendoiiolls 

S. Para No. Mini~trY/Department Rc.:ommendation 
No. of Report concerned 

2 3 

1. 1·13 Home Alfair, 

2. 1·14 Do. 
, . 

3. 1·15 Do. 

4 

The Committee note that the arbitrator rejc,'1~u all th\: 
claim! amotlntine to Rs. 52 ·16 lakhs prefemd by • 

• Government .aealnst the company on account of 
1000C11 in·air-droppinp and cxt'etS payments mcde 
for various nights. The Committee would like 
Government to study the award carefully and decide. 
after taking appropriate legal advice, what the 
further COUl'se of ~tion should be. 

The Committee ob~rve that the arbitrator held the 
clause in the contracts bearing on the determination 
of losses in air-droppings to be "so badly "rafted" 

. a5 to make calculation of losses uifficult. Beside~, 

he held that losses in respect of "se\'eral sorties" 
could not be considered to have been established 
just by "loose slips of paper containing decoded 
wirclC1ls messages" from outposts, which were I'ro' 
duced by Government as proof of loss. In regard 
to the clause in the contracts relating to the deter· 
mination of flight timings, the view expresiCd by 
the arbitrator was that it ~as "so badly drafted" 
as to leave room for ambiguity. Similar vic",'s 
were also expres~ed by the Hariharan Committee 
which pointed out that se~eral provisions in the 
contract "were not drafted with clrrity and preci. 
sion." That Committee also pointed out variolls 
lapses in "the implementation of the contracts", 
notably "drlay in determination of average timinll~" 
and "incorrect determination of aVerage timings" 
for flights. The Committee would I!ke Go\'crn· 
ment to consider in the !igh of the arbitrators' 
award a'l well as the findings of the Hariharan 
Committee what action is called for against the 
officials responsible for the drafting and implemen' 
tation of the contracts, 

The Committee would like Government to draw a 
lesson from the experience in this casc and take 
steps to ensure that all 4d hoc Mntracts involving 
substantial amo~tnts for which standard form~ arc 
not adopted arc drafted with appropriate legal 
advice, so that the terms of the contracts are precise 
and unambiguous in all reFpects and Govemment'~ 
position is fully safcBUarded. 

60 



2 .l 

4. I·HI Home Atr4l1S 

~. 1'23 Do. 

61 

4 

The Committee hope that the remedial measures 
~ullested in the Report by Haribaran Committee 
which reviewed the working of the agreements 
would be strictly.implemented. Tn rarticu'ar. it 
would be neces~ary for Government to ensure that 
flights to various outposts for dropping operations 
are planned in advance and that the outposts are 
given advance intimation of the flights to the maxi-
mum extent possible. To prevent malpractices nt 
the despatching depots. surprise' checks should be 

., conducted of stores packed for despatch. as shown 
in the loau manifests. Acknowledgements of stores 
should be promptly obtAined frc>m outposts. and 
discrepaneiesbe1ween load manifest~ and acknow-
ledgements should be lot quickly investigated. 

The Committee note tiiat Government have not 
renewed the agreement with the private company on 
its expiry on 30th June, 1967, and have entrusted 
19 the Air Force tfie air-dropping of stores in NEFA 
and NHT A areas. . 



81. NlIl'le or Aaent Aaency 81. Name of Asent Almey 
No. No. No. No. 

DELHI 33. Oxford Book &; Stationery 68 
Company, Sc:india House, 

24. Jain Book Agoncy, Con- 11 Connauaht Place, New 
nausht Place, New Delhi. Delhi-I. 

2S. Sat Narain &; Sons, 3141, 3 34. People's Publishins House, 76 
Mohd. Ali Bazar, Mori Rani Jhansi Road, New 
Oate, Delhi. Delhi. 

26. Atma RIIl'l &; Sons, Kash- 9 3S. The United Book Agency, 18 
mere Oale, Delhi-6. 48, Amrit Kaur Market, 

Pahar OBnj, New Delhi. 
27. J. M. Jaina &; Brothers, 11 36. Hind Book House 12, 9S Mori Oale, Delhi. Janpath, New Delhi. 
28. Tbe Central News Agency, IS 37. Bookwell 4, Sant Naran- 96 

23/90, Connaulbt Place, tari Colony, Kinasway New .Delhi. Camp, Delbi-9. 

29. The EnlIish Book Store, 20 MANIPUll 
7-L, ConnBulht Circus, 

38. Shri N. Chaoba Silllh, New Delhi. 77 
News Agenl, Ramlal Paul 

30. Lakshmi Book Store, 42, 23 Hilh School Annexe. 
Municipal Market,Janpath, Imphal. 
New Delhi. AGENTS IN FOREIGN 

31. Bahree Brothers, 188 Laj- 27 COUNTRIES 
patrai Market, Delhi-6. 39. The Secretary, Establish- S9 

32. Jayana Book Depot, Cha~- 66 
meJ'lt pepartment, The 
Hi!Jh Commiasion or India, parwala Kuan, Karol BaS , In ia House, Aldwych, 

New Delhi. LONDON, W.C.-2. 
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