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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee i.~ present on their behalf this Hundred and 
Seventeenth Report of the Committee (Fifth Lok Sabha) on the 
Report of the Comptroller and Auditor General of India, for the year 
1971-72 Union dovernment (Civil) relating to the Departments of 
Labour, Rehabilitation and Supply. 

2. The Report of the Comptroller and Auditor General of India 
for' the year 1970-71 Union Government (Civil) was laid on the 
Table of the House on this 18th April, 1973. The Committee examin-
ed paragraphs relating to the Departments of Labour, Rehabilitation 
and Supply on the 24th and 25th August and 18th October, 1973, 
respectively. 

3. The Committee considered and finalised this Report at their 
sitting held on 15th March, 1974. Minutes of sittings of the Com-
mittee form Part 11* of the Report. 

4. A statement showing the summary. of the main conclusions! 
recommendations of the Committee is appended to the Report (Ap-
pendix V). For facility of reference. these have been printed in 
thick type in the body of the Report. 

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

6. The Committee would also like to express their thanks to the 
officers of the Departments of Labour, Rehabilitation and Supply 
for the cooperation extended by them in giving information to the 
Committee. 

NEW DELHI; 

March 29, 1974. 

Chaitra 8, 1895 (8) '. 

JYOTIRMOY BOSU. 

Chairman, 

Public Accounts Committee. 

~  printed (one cyclostyled copy each laid on the Table of the House and five 
copies placed in the Parliament Library). 



CHAPTER I 

MINISTRY OF LABOUR, REHABILITATION AND 
EMPLOYMENT 

(DEPARTMENT OF LABOUR) 

Housing for dock wor1oers-Audit Paragraph 

Under Dock Workers (Regulation of Employment) Act, 1948, as 
amended in 1962, Dock Labour Boards haVe been set up in the 
major ports of Bombay, Calcutta, Madras, Visakhapatnam, Cochin, 
Mormugao a ~ Kandla. The main functions of Dock Labour Boards 
are to regulate recruitment and employment of dock workers, secure 
minimum pay for them when employment or full employment is 
not available, provide help and safety measures in places where dock 
workers are employed and arrange training and welfare of dock 
'Workers. 

1.2. The welfare activities are mainly medical benefits, educa-
iional facilities for children of workers, subsidised canteen facilities, 
sanitation and recreational facilities for workers etc. The expen-
diture on such welfare activities is met from the welfare fund 
maintained by each Dock Labour Board from compuisory contri-
butions to this fund by registered employers. levied under Dock 
Workers ~ la i  of Employment) Scheme framed for each 
Board under the Act. 

1.3. Only Bombay Dock Labour Board had constructed 566 
housing units for dock workers, prior to March, 1964, out of its own 
resources. A housing scheme for registered workers of the Dock 
Labour Boards was drawn up by Government of India in March, 
1964. Ullder this scheme financial assistance in the shape of 35 per 
cent loan and 20 per cent subsidy of the actual cO'St of construction 
including cost of land, subject to the eeiling cost per unit. was ad-
missible. Prescribed accommodation in each unit was 232 sq. ft. in 
·double storeyed buildings, and 212 sq. ft. in m l ~ y d buildings. 

1.4. The number of rigistered workers, the number of units pro-
posed to be constructed and actually connructed under this scheme 
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upto March, 1972 are shown below: 

, Dock Labour ~ mb.  Number Cons true-Number Percent- Percent-
Board o reglS- orumts tion star- of units age of age of 

tered proposed teel in construe- units worker 
workers tl) be Coll-<  , ted construe- provided 
on 1St Jan. structed ted with 
1912. houses. 

Bomtay 4,730 2,010 1966 352· 11 7·4 

Calcutta 14,288 2,116 1964 384 18 2·69 

Madras . 2,387 870 1964 ' 420 48 11.6 

VisakhapatDam 1,341 516 1968 264@ 51 20 

Co Chin . ' 1,719 388 Nil 

Mo:mugao 2,967 452 Nil 

Kandla- 450 Nil 

---- ---
TOTAL 27,882 6,472 IA20 22 5'1 

1.5. It was originally thought that houses for about 25 per cent 
of the registered workers would be constructed under this scbe;gae. 
by March, 1966. It willi be seen from the above that houses for 
only about 23 per cent of the registered workers were proposed for 
construction during the 8 years from March. 1964 to March 1972 a,nd 
houses were actually con'structed during those years for only about 
'5 per cent of such workers. This was because, the assistance under 
this scheme was not sufficient for the Dock Labour Boards to con-
struct more houses for dock workers.' 

1.6. The total amount of Central assistance received bytbe Dock 
Labour Boards, amount spent by them from their own resourees.. 
ceiling cost and actual cost per unit for 1188 units (out of 1420, 
units mentioned above) are shown at page 3 . 

• 566 houses were constructed by the Bombay Dpck Labour Board before the IC:beIDe 
came into bema. With these houses 19· 4 per cent of the workers have been pro vided. 
@ Excludes low cost houses. " ". 
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1.7. Although the scheme provides for assistance upto 50 per cent 
.of cost of construction, subject to prescribed limits for each house, 
share of actual expenditure borne by the Boards exceeded 45 per 
. cent, excepting in Visakbapatnam, due to actual coat of constl'Uc-
tion exceeding the prescribed limits. The Dock Labour Boards 
were not able to meet their share of expenditure from their own 
resources for construction of the houses. They were also not agree-
able to increase the employers' contribution to the welfare fund for 
this purpose as that would, in their opinion, adversely affect trade. 

1.8. The Housing Ministers' Conference held in June, 1969 recom-
mended assistance of 50 per cent loan and 50 per cent subsidy of the 
ceiling cost. The scale of assistance was revised from June, 1971 to 
"75 per cent of cost. subject to prescribed ceiling for each house 50 
per cent being loan and 25 per cent subsidy. From the very beginn-
ing the assistance under subsidised housing scheme for industrial 
workers introduced in 1952 is cent per cent (50 per cent loan and 50 
per cent subsidy) for State Governments, Housing Boards and local 
bodies, 90 per cent (65 per cent . loan and 25 per cent subsidy) for 
·co-operative societies and 75 per cent (50 per cent loan and 25 per 
cent subsidy) for employers. The quantum of Government assis-
tance for housing of dock labour is, even after the enhancement in 
June, 1971 less than that for subsidised housing scheme for indus-
trial workers executed by State Governments, Housing Boards. local 
bodies and cl>-operative societies. Out of 2.30 lakh houses sanction-
..ed upto December, 1971 for construction under that scheme for 
industrial workers 1.76 lakh (76 per cent) houses had already been 
constructed by them, as against 1,422 houses (22 per cent) COD-
structed for dock workers out of 6,472 houses proposed to be con-
.structed. 

1.9. As against the Fourth Plan provision of Rs. 2.50 crores for 
-dock labour housing, the actual expenditure during the first three 
years of the Plan was only Rs. 27.58lakhs. Under the scheme houses 
have been constructed for only about 5 per cent of the dock lab-
·ourers. According to ~ h  Reports on Survey of Labour Conditions 
1960-63, savt! in a few industries, the estimated percentage of 
workers in different industries plantations etc. allotted houses then 
ranged from 10 to 86. 

{Paragraph 46 of C&AG's Report for 1971-'i"1-Union Govermnent 
(Civil) ] 

1.10. The Committee desired to know the m~  of registered 
workera, number of housing units proposed to ".le constructed for 
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-them, the year of starting construction, number of units construct-
. ed, percentage of units constructed. and percentage of workers provi-
ded houses by each Dock Labour Board as on 31st March, 1973. 
The Ministry of Labour furnished the following particulars:-

"Name of the Dock No. of No. of Construe- No. of :>ercentase Percentaae Labour Board Regd. units pro- tion star- units con- of .units of worken workers posed ted in structed cons true- provided as on the year ted houses. 
31-3-73 

1 2 3 4 5 6 7 

Bombay. 4592 2070. 1966 352 17 7·66 
Calcutta 14077 2176 1964 384 18 2·7 
Madras. 2077 870 1964 420 48 20·2 
Visakhapatnam 1066 516 1968 264 51 24·79 
.Cochin . 1793 388 

. Marmlgoa 2854 452 

Kandla. 488 
-----------------------------

TOTAL 26907 6472 1420 22 57,28 

1.11. During evidence the Committee pointed out that according' 
to the figures given in the Report of National Labour Commission 
(1969) in the Coffee Industry 86 per cent workers were provided 
with houses. The Committee desired to know the reasons for a poor 
percentage of dock workers provided with houses. The Secretary to 
the Department of Labour admitted: "It is true that progress with 
regard to housing by the Dock Labour Boards has been very slow 
.and meagre. There are several reasons for this ...... to industry 
. generally, there has been a tradition for a very long time of em-
ployers constructing houses for their workers; either on their own 
or with assistance given by the Government. On the plantation 
side, at any rate, the employer is compulsorily required to provide 
housing for a certain percentage of his workers. But in the Docks 
we made a beginning only in 1964 and we found out that the scale 
of assistance was inadequate. We gradually stepped it up. We 
tried to see if there were any special sources which the Dock 
Labour Boards could draw upon. Now we have to speed up the 
pace and we are hopeful that the percentage of assistance will be 
raised to 100 per cent ...... ". 
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1.12. The Committee pointed out that under the Industrial 
Housing Scheme, out of 2.3 lakh houses sanctioned upto Decem-
ber, 1971, 1.76 lakh houses, i.e. 76 per cent houses had already been 
constructed, while out of 6,472 houses proposed to be built upto 
March, 1972 for Dock Labour, 1,420 houses, i.e. 22 per cent only had 
been completed upto March 1973. The presentative of the Depart-
ment explained: "The industrial housing scheme is implemented by 
the State Governments, local bodies or the Housing Boards. The 
pattern of assistance is 50 per cent grant and 50 per cent loan. In 
our case it is 50 per cent loan and 25 per cent grant. That is diffe-
rence number one. 

Secondly, excess of ceiling cost will be borne by the implementing 
agency whereas in the case of Housing Board or State Governments 
the excess of ceiling cost is met by the Governments concerned. In 
this case there is no other avenue of income excepting by a levy. 
Further, if you take a particular State there is a certain possibility 
of balancing also whereas in our case we have to put them in 
, Bombay, Calcutta, Madras etc., that is, at the place of their duty. 
But the main reason is apad from this assistance and what we 
can raise by levy we have nl. other source of income." 

1.13. The Committee rliesired to know the reasons for an expen-
diture of Rs. 27.58 lakhs out of a provision of Rs. 2.50 crores made 
for the housing of Dock labour in the Fourth Plan. In a written 
reply the Department stated that "Originally a Plan provision of 
Rs. 2.50 crores was made· for the Housing Programmes for Dock 
Workers for constructing 3,686 tenements during the Fourth Plan. 
At a meeting which was held in the Planning Commission on the 
20-10-1971 to discuss the Mid-Term appraisal of the Housing Pro-
grammes under the Fourth Plan, it was agreed to reduce the Plan 
provision of Rs. 2.50 crores for Dock Labour Housing to Rs. 1.50 
crores after taking into consideration the low ceiling cost and the 
difficulty of the Dock Lab.our Boards in finding finances for their 
sPare of 25 per cent of the expenditure. Therefore, the Plan provi-
sion for Housing Scheme for Dock Workers during the Fourth Plan 
stands at Rs. 1.50 crores ...... The total expenditure up-to-date out 
~ a provision of Rs. 1.50 crores during the Fourth Five. Year Plan 
period is Rs. 38,36,894.50." During id ~ the Secretary of the 
Ministry stated: "We have spent up till the ,end of last year Rs. 38 
lakhs and we expect to spend another Rs. 15 lakhs this year so that, 
in all, the expenditure will be about Rs. 53 lakhs ..... In the Fifth 
Five Year Plan a provision of Rs. 1.16 crores has bef!nmade." 
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As regards the reasons for shortfall in expenditure in the Fourth 
Plan, the Ministry stated as follows in their written reply: 

"Broadly the main difficulties which are being encountered 
by the various Dock Labour Boards to adhere to the sche-
dule of construction programme of houses for the Dock 
Workers are summarised as under:-

(i) A-cute shortage of land and its high price near the Port 
areas; 

(ii) The stringent financial position of the Dock Labour 
Boards due to fall in traffic. In the light of the difficult 
financial position, the Boards are not able to meet their 
own share of cost of construction according to the pre-
scribed actual cost of construction and the ceiling cost. 

Almost all the Boards are representing for financial assis-
tance to the extent of 50 per cent loan and 50 per cent 
subsidy as against the existing 50 per cent loan and 25 
per cent subsidy and also for enhancing the prescribed 
ceiling cost. In fact, while the Dock Labour Boards are 
keen to go in for construction of more houses for dock 
workers. the financial  position of the Boards made it 
difficult for them to meet their share of the ceiling cost 
and the full extent of excess over the ceiling cost." 

1.14. The Committee desired to know the present rate of welfare 
levy imposed by each Dock Labour Boards and whether there was 
any proposal to increase the rate. The Department furnished follow-
ing information: 
---'-.. _ .... __ ._--

.m~ of t'te DJ:k L'lbJur BJard 

-----------------
Calcutta 

Bombay 

Madras 

Visakhapatnam 

Kendla 

Cochin 

Marmagoa 

Rate of present welfare levy, 

16% 

(17% for stevedoring workers 
(20% for Chipping & Painting 
Workers) 

50% of the presumptive time 
rate wages. 

50% 

5% 

25% 

10% 
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According to the prOVISIOns of the Dock Workers (Regulation 
of Employment) Schemes, the rate of welfare levy is to be deter-
mined by each Dock Labour Board. It has been ascertained from 
all the Dock Labour Boards that there is' no proposal to increase the' 
rate of welfare levy at present." 

1.15. During evidence, the Secretary to the Department stated: 
"The funds of the Dock Labour Board have a welfare purpose. The 
sources of their funds are derived from the welfare levy which each 
Dock Labour Board levies on the daily wages of the dock workers 
employed at the docks. This levy varies from about 10 per cent of 
the daily wages of the dock workers in some docks to about 50 per 
cent in some other docks. The total quantum of the receipts in this 
manner is entirely related to the total employment at the docks be-
cause it is percentage of the daily wages paid to the dock workers 
employed at the docks. Now the total employment at the docks is 
again related to the total amount of traffic handled at the docks. 
Now for this reason the Dock Labour Boards are somewhat reluctant 
to do anything which may scare away or divert traffic from their 
own ports by raising the levy which is high' enough as it is. (I am 
speaking not only of the welfare levy but of the other levies which, 
in some cases, go up to 300 per cent of the daily wages). It is high 
enough as it is and many Dock Labour Boards have the feeling that 
if they raise this levy further, it might render shipping at the port 
uneconomic and therefore scare away traffic. That is why they are 
reluctant to increase the levy ...... Now, as it is, we have to view 
the whole thing. The Dock Labour Board's financial problem is a 
very serious one ........ Most of the Dock Labour Boards have consi-
derable surplus of Dock Labour and it has been one of the principal 
problems we have had to contend with ...... Now, we have been 
trying to bring down the total number of workers principally in 
two ways. One of the ways is, of course, not filling up the vacancies. 
The other way is that, we have tried to promote at some of these 
major p'orts where the problems have been particularly difficult 
and acute, a scheme of voluntary retirement of some of these workers 
by paying them an attractive amount of compensation and thereby 
reducing the heavy burden which these Dock Labour Boards nor-
mally carry." 

1.16. Explaining the reasons for variation in the Gefleral levy 
as well as welfare levy of the various Dock Labour Boards, the 
Secretary said: :'The rate of (General) levy in Bombay is now 
115 per cent, in Calcutta 275 per cent, in Madras 250 per cent, in 
Visakhapatnam 250 per cent, Cochin 225 per cent, Mormugao 100 
per cent and Kandla 75 per cent. This levy is a function of the 
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employment availability for the number of workers who are regis-
tered under these schemes. There is also a minimum guarantee say. 
of 21 days. Suppose, under the agreements or under the schemes 
we have given 21 ctaY'S of minimum guarantee of wages to a a i ~ 
lar workman in a particular dock labour board. In a good year, they 
would have been able to get 21 days of employment in which case,. 
the demand for 21 days of minimum guarantee of wages would have 
been conceded. Once the minimum guarantee at a particular level 
has been conceded, it would be possible to increase it and not to 
decrease it. Granting that in a particular dock labour board, for a 
particular category of workers, the minimum guarantee is 21 days, 
and. if as a result of fall in traffic-this is quite common in most of 
the dock labour boards-the actual employment is only 10 days. 
then for the remaining 11 days of employment for which wages 
have been guaranteed, including payment for his weekly off, leave 
salary, provident fund contributions etc., the levy is imposed. There-
fore, the increased percentage of levy is one which is directly 
relatable to the decrease in the employment opportunities vis-a-vis 
minimum guarantee. But, the volume of traffic passing through 
Calcutta Port has been on the decline with the l'esult the employ-
ment availability is less there. For meeting the statutory obligation, 
the levy goes up depending upon the volume of traffic. In a port 
like Mormugao, where bulk of the cargo is iron ore, this is more of 
less stable. The levy is at a low level. But, in a particular port where 
the volume of traffic has come down, the levy will have to go up to 
enable the dock labour board to pay the minimum guarantee wages 
and other benefits that have been agreed to. That is why, between 
one dock labour board and another, there is no uniformity in the 
pattern of levy ...... The welfare levy also varies depending upon 
the extent of welfare activities that a particular dock labour board 
thinks, it must give. In a good year, they might have embarked upon 
a number of welfare activities. But, it is not possible to reduce and 
therefore, the levy continues at that rate." 

1.17. The Committee asked whether the resources and the require-
ment had been taken into consideration while formulating the hous-
ing scheme of Dock Labour. The Secretary replied: "The scheme 
was formulated largely on the pattern of the Industrial Housing 
Scheme and we did expect then that the Dock Labour Boards should 
be able to contribute at least .. their contribution to the Housing 
Scheme." The representative of the Department added: "Although 
the scheme provided originally for assistance upto 55 per cent (35-
per cent loan and 20 per cent subsidy), Dock Labour Boards were 
not able to find funds at 45 per cent of the ceiling cost (of the 
Houses) plus 100 per cent of the excess over the ceiling cost and at 
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that time also we approached the Planning Commission that just 
as the State Governments and the Local Bod.ies got assistance for 
industrial Housing Scheme at 50 per cent grant and 50 per cent loan, 
the same pattern of assistance to the Dock Labour Board was 
requested. Then the Planning Commission said that as it was now 
35'per c,ent (loan) and 20 per cent (subsidy), 25 per cent and 50 per 
cent as grant and loan respectively would be adequate. Our exper-
ience was that it might not be adequate but considering that it was 
the best we could get, we thought we could make our request next 
time." The Secretary explained further: "Recently we have suggest·cd 
to the Planning Commission that the time has now come to raise 
the pattern of assistance to 100 per cent i.e. 50 per cent loan and 
50 per cent subsidy. We hope, there will be a favourable increase in 
the pattern accordingly and if we do, we feel fairly confident that 
this should provide a strong incentive to the Dock Labour Boards to 
take up these housing schemes in a more energetic way. It does not 
mean that they do not have to find funds of their own, because the 
100 per cent pattern is related to' a certain ceiling (of the cost of 
House) :md the present actual cost has risen so much higher than 
the ceiling. Nevertheless, it is our belief and expectation that if the 
pattern is revised to 100 per cent, i.e. 50 per cent loan and 50 per cent 
subsidy as proposed, the performance in the various Dock Labour 
Boards will be better." 

1.18 At the instance of the Committee, the Department of labour 
furnished a note stating the efforts made to revise the pattern of 
assistance:-

"(i) In September 1968, the Planning CommiS'Sion suggestert: 
that the question of increasing the financial assistance 
may be referred for consideration in the meeting of the 
Housing Minister's Conference, on a request made by the 
Department of Labour ~ d Employment for liberalisation 
of the financial assistance. 

{ii) The proposal for increase in financial assistance from the 
Government for construction of houses by the Dock 
Labour Boards was placed before the conference of 
Ministers of Housing and Urban Development held at 
Bangalore from 18·6-69 to 20-6-1969. The conference consi-
dered the proposal and recommended tltat the Dock 
Labour Boards 3hould be pro·.,rided with 100 per cent 
assistance for the pllrpose by the Departroent of Labour 
and Employment-50 per cent loan and 50 per cent sub-

sidy. 
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(iii) o? ~ . a meeting was held in the Planning Com-
DllSSlon to dIscuss the proposal for additional assistance 
and the representatives of Planning Commission, Depart-
ment of Works, Housing and Urban Development Ministry 
of Finance and Department of Labour "lnd ~ l ym  
were present. The proposal for revising the pattern of 
assistance was not accepted. 

(iv) In December 1969, the Report of the Central Wage Board 
for Port and Dock Workers was received by the Central 
Government. The Wage Board, inter alia, made the 
following recommendations:-

4'8.77. The Labour members as well as the employer mem-
bers have urged that the port and dock workers should 
also be considered as industrial workers under the 
Subsidised Industrial Housing Scheme and all the facili ... 
ties available under the Scheme for the construction of 
quarters for industrial workers should also be available 
in connection with the construction of quarters for the 
port nad dock workers. In respect of the subsidy and 
loan facility given at present to dock labour boards it 
was emphasised that it should be raised to bring it on 
par with similar facilities available in respect of indus-
trial workers." 

"8.78. The Board consic\ered the above request of the parties 
as justified and recommends that the port and dock 
workers should be treated as industrial workers and the 
benefits of the Subsidised Industrial Housing Scheme 
should be extended to them, so that the port authorities 
may get subsidy and loan facility for the construction 
of quarters for port workers and the dock labour boards 
also get increases in the existing subsidy and loan facility 
to the extent it is prescribed in the Scheme. The Board 
also recommends that the employers should provide 
facilities and financial assistance to their employees to 
construct houses on co-operative basis." 

These recommendations were referred to the Ministry of Works 
and Housing. That Ministry, however, did not accept them on the 
ground that it would have reprecussions on Posts and Telegraphs, 
Transport, Railways, etc. 

(v) On 30-11-1970 at a meeting held in Planning Commission to 
-consider the programme for Housing and Urban Development in 
1971-72 the matter was again considered. The relevant extract :from 
the summary record of the meeting is given at Appendix IV (not 
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printed). It will be observed therefrom that the Planning Commis-
sion agreed to review the working of the Housing Scheme for Dock 
Workers. 

(vi) The matter was con'Sidered further in an inter-t!epartmental 
meeting held on 19.2.1971 in the Planning Commission. The fol-
lowing points were placed by the Department of Labour and Emp-
loyment before the meeting for consideration:-

1. Liberalisation of Central assistance under the Housing 
Scheme for dock workers to provide for the pattern of 
assistance to be on the same scale as is available to the 
State Governments under the Subsidised Indu'Strial 
Housing Scheme. 

(2) Increase in the ceiling cost prescribed in the Subsidised 
Housing Ssheme for Industrial Workers. 

(3) Extension of the Housing Scheme for Dock Workers to the 
staff of all dock labour Boards. ' 

(4) Extension of the above benefits to Port Trusts for the con-
Housing Scheme for Industrial Workers. 

After detailed discussions, the meeting made the following re-
commndations: 

(1) The pattern of assistance under the Dock Labour Housing 
S::heme may be liberalised to provide for 50 per cent loan 
and 25 per cent subsidy of the actual cost of construction 
or the ceiling cost under the Subsidised Industrial 
Housing Scheme, whichever is less; the balance of 25 per 
cent to be met by the Dock Labour Boards themselves 
from their own resources. 

(2) The proposal for increase in the ceiling cost prescribed 
under he Subsidised Industrial Housing Scheme in the 
port towns will be examined by the Department of Works, 
Housing and Urban Development in consultation with the 
Department of Labour and Employment and the State Gov-
ernmentlHousing Boards concerned, on the basis of the 
facts and figures. 

(3) It would not be feasible to extend the sCOPe ot the existing 
scheme to the staff of the Dock Labour Boards other than 
the dock workers 

(4) It would not be feasible to agree to the extension of the 
scheme to the workers of the Port Trusts. 
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On the basis of the above recommendation, orders were issued on 
15.6.1971 liberalising the pattern of assistance from 35 per cent loan 
anrt 20 per cent subsidy to 50 per cent loan and 25 per cent subsidy. 

(vii) As even the liberalised pattern of assistance was not found 
adequate for the proposed construction of 650 houses by the Bombay 
Dock Labour Board, the question of granting additional loan, over 
and above the Central assistance admissible under the Scheme, was 
discussed in inter-departmental meetings held on 14.9.1971 and 21.10. 
1972 at which the Planning Commission was also represented. At 
the meeting held on 21.10.72, it was decided that before considering 
the question of granting additional financial assistance to the Bombay 
Dock Labour Board it was necessary that the detailed estimate for 
.construction of houses should be scrutinised by a Committee. 

(viii) While discussing the Fifth Five Year Plan proposals relating 
to Housing Scheme for Dock Workers in the Planning Commission 
under the Chairman-ship of the Minister for Planning on 17.8.73, the 
need for further liberalising the pattern of assistance in the shape of 
50 per cent loan and 50 per cent subsidy was emphasised by the De-
partment of Labour and Employment. The  Minister for Planning 
suggested that further discussions in this regard might be held." 

1.19 The Committee desired to know the specification of the ac-
commodation for Dock Labour and its cost ceiling as originally fixed 
and later revised for a i~  ports. The Department furnished fol-
lowing information: 

uAccording to the Housing Scheme for Dock Workers, as original-
ly introduced on 2.2.64, the Dock Labour Boards were to construct 
small two-roomed houses with minimum accommodation as indi-
cated in the table below:-

Small two-Toomed houses 

Accommodation 

(i) Living room . 

(li) Multi-purpose room including kitchen 

(ill) Bath room 

(iv) Latrine 

TOTAL 

Double Storeyed Multi-storeyed 

·1 
. J Z04 sq. ft • 

16 sq. ft. 

u ,q. ft. 

184 sq.ft. 

16 sq. ft. 

u sq. ft. 
--------

232 sq. ft. 212 sq. ft. 

NoTB : (i) The floor areas mcntionec1 above are exclusive of lobby, corridor, balcony 
staircase, etc. 
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(ii) The size of the two rooms could be vaired to suit local 
conditions, provided that h~a a of living room was not 
less than 100 sq. ft. and the area of the multi-purpose room 
not less than 84 sq. ft. for double-storeyed construction. 

(ill) Where a common staircase was provided, it was not to 
serve more than twelve units on each floor. 

Name of the City 

Bombay 

Calcutta 

Madras 

Cochin 

Visakhapauwn 

Ov,rall Cnting COlts 

Cn/ing Cost 

MuIti-s toreyed DOUble storeyed 

Rs. Rs. 

6AoO 5.350 

6,400 5.35 

4.350 4.350 

3,850 3,850 

4,050 4,050 

N.B. The over all oeiling coat was on the basis of Subsidised Housing Scheme 
for Industrial Workers as fixed from time to time. 

The overall ceiling cost in various ports was revised with effect 
from 1-4-1967 as follows:-

Name of th, city Ceiling Cost (as revised w.e.,. 1-4-1967) 
Multi-storeyed Double storeyed 

Rs. RI. 
Bombay 8.450 7.l00 

Calcutta 8,450 7,100 

Madras 6,750 6,200 

Cochin 6,750 6,200 

Viaalchapatnam 6,750 "SSo 

Mormugao 6.750 5,100 

There has been no change in the speciftcations." 

1.20 The Committee enquired whether the ceiling. cosi of con-
struction revised in 1967 was commensurate with the increase in the 
cost of construction. The Department stated: "This revised ceiling 
was not commensurate with the increase in the cost ofconstructwn 
and hence the matter of further enhancement of ceiling eost was 
considered." 
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1.21 lai i ~ the action taken by the Department of Labour to 
~  the ceiling cost revised, the Department stated in a note: 

; 

"* *  * * • • 
(ii) On 17.5.1968, it was brought to the notice of the Ministry 
of Works, Housing ancf Supply that the actual cost of con-
struction of houses at Calcutta, Bombay and Madras was 
more than the ceiling fixed and that it would be in the fit-· 
ness of things to reconsider the fixation of ceiling costs 
pertaining to construction of houses at Calcutta, Bombay 
and Madras. 

(iii) 

(iv) 

The question of increase in ceiling was inter-alia discussed 
at an inter-departmental meeting held in the Planning 
Commission on 19.2.71 to review the Housing Scheme for 
Dock Workers. The representatives of the Department 
of Works, Housing and Urban Development, Ministry of 
Shipping and Transport, Ministry of Finance, Planning 
Commission and Department of Labour and Employment 
were present. During the meeting, it was mentioned on 
behalf of the Department of Labour and Employment that 
one of the reasons for the slow progress of the Scheme was 
that the cost of houses in port towns usually exceeded the 
prescribed ceiling. The representative of the Department 
of Works, Housing and Urban Development stated that 
they were not aware whether there had been any sub-
stantial general increase over the' prescribed ceiling cost 
under the Subsidised Industrial Housing Scheme in the 
port towns but that where higher costs had been reported 
in some cases, the Ministry had been advising them to 
lower the standards of accommodation to some extent SO 
that the incidence of subsidised rent was kept at the pres-
cribed levels. Mter discUS8ion, it was agreed that the 
question of increase in the ceiling cost in the various port 
towns may be gone into by the Department of Works, 
Housing and Urban Development in greater detail on the 
basis of facts and figures, in consultation with the De-
partment of Labour and Employment and the Housing 
DepartmentlHousing Boards in the  States concerned. 

In June 1971, after taking accoun.t the rise in the cost of 
construction (land, building material and labour) since 
April, 1967, the Ministry of Works and Housing came to 
the conclusion that a mere enhancement of the Ceiling 
Costs for the construction of houses with the minimum 
standards, of accommodation was not likely to solve the 
problem. In order, therefore, to consider the matter in 
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all its aspects and make suitable recommendations, a com-
mittee was appointed by that Ministry in June 1971. 

(v) On the basis of the recommendations of the Committee, the 
Ministry of Works & Housing issued orders on 6.2.1973, 
revising inter-alia the ceiling costs and specifications 
prescribed under the Integrated Subsidised Scheme for 
Industrial Workers and Economically Weaker Sections of 
community. The question of adopting the revised ceiling 
costs and specifications for the Housing Scheme for Dock 

'. Workers is under examination." 

1.22. The Committee asked about the proportionate increase in 
prices of diiferent components in the construction of houses since the 
ceiling cost was fixed in 1964. The Secretary to the Department re-
plied: "The actual cost is much higher than the ceiling cost." The 
representatiVe of the Ministry added: "We do not have the details, 
,Sir. It must have gone up at least 100 per cent, but that is only 
my guess". Subsequently in a written note, the Department could 
~ i h this information in respect of Madras & Visakhapatnam 
cities. About the Madras City, the Department stated that "the per-
centage of increase in cost of construction from 1964 to 1972 is 125; 
the wages of labour account for 150 per cent increase and cost of 
building materials hag increased by 100". About Visakhapatnam 
the Department gave the following percentage of increase in respect 
of various items of building material and labour charges from 1968-69 
to 1972-73:-

I. R.R. stone for masonry 73% 
2. Sand ~ 88% 

3· Granite chips 1/2" to 3/4" 67% 

4· Bricka 64% 

S· Wood 60% 

6. M.S. roda S8% 

7· Cement. 4'% 
8. Labour c:harsea 

(I) Mason 6oP1o 
(2) Mazdoon 7S% 
(3) Carpenters 60% 

1.23. The Committee pointed out that in their written reply the 
other reason advanced by the Department, for slow progress in 
construction of houses by various Dock Labour ~ d  was non-
availability of land. The Secretary replied: "The land problem, that 
1s, acquiring land for this purpose has been solved every where 



17 

except in Calcutta where the Dock Labour Board is negotiating." 
When asked how Calcutta Dock Labour Board which had the lar-
gest number of workers (14,077) had provided only 2.7 per cent of 
its workers with accommodation as against 24.76 per cent by Vi-
sakhapatnam 20.2 per cent by Mact:ras and 7.66 per cent by Bombay 
the Secretary replied: "In Calcutta it has largely been the difficulty 
of getting land for the time being." The representative of the De-
partment stated: "Calcutta has, particularly, been in deep financial 
cifficulties over the last threelfour years. As I explained earlier, 
it was necessary for the Government to give them loan to the extent 
of 617 crores of rupees. Even now there is an outstanding of little 
over 5 and half crores due to the Government on the loans sanc-
tioned to them. In that situation, it was not possible for them to 
think in terms of this activity mUch as they would have liked to." 

1.24. The Committee desired to know the efforts made so far to 
secure land for constnIction of houses by Ministry of Labour and 
the Dock Labour Board. The Department explained in a note as 
lo11ows:-

(i) "The Calcutta Dock Labour Board issued advertisements 
in the six local newspapers on 21.6.1965 and 24.9.1967 for 
purchase of land within fourlfive miles from the dock area 
for further construction of quarters for the registered 
workers of the Board. But inspite of this no suitable 
private lands within fourlfive miles of dock area were 
available . 

. (ii) On 26.4.1972, the Secretary, Calcutta Dock Labour Board 
wrote to the Land Manager, Calcutta Port Commissioners 
stating that there was a big plot of land to the Northern 
and Eastern side of the Calcutta Port Commissioners's 
staff quarters at Brooklyn Depot which might be leased 
out. The extent of land that could be made available 
by long-term lease was also ascertained. 

«iii) The Dock Labour Board again took up the matter with 
the Land Manager on 13.6.72. 

{vi) The Calcutta Port Commissioners vide their letter dated 
the 6th September, 1972 regretted that the request of the 
Dock Labour Board for lease of additional land could no\ 
be acceded to as that would be required for Port purposes. 

{v) In October 1972, the Chairman, Calcutta Dock Labour 
Board referred the matter again to the Land Manager, 
Calcutta Port Commissioners for lease of land. On 28-11-72, 
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the Chairman discussed the matter with the Land Mana-
ger when the Chief Engineer was present. The Chief 
Engineer was not in favour of leasing further land to-
Dock Labour Board in view of future requirement of this 
land for marshalling yard. On 29-11-72, the Chainnan, 
Calcutta Port Commissioners (who is also the Chairman, 
Calcutta Dock Labour Board) decided that Dock Labour 
Board could not be given any land in that area. 

(vi) In May, 1973, all the Boards including the Calcutta Dock 
Labour Board were requested to send their proposals for 
the construction of houses for inclusion in the Fifth Five 
Year Plan. The Calcutta Dock Labour in their letter dated 
5-6-73 informed the Labour Department that the Calcutta 
Port Commissioners were not agreeable to give land to the 
Board on lease b{lsis for the construction of quarters for 
dock workers. The Board is now making efforts to secure-
land adjacent to the port area through the Government 
of West Bengal." 

1.25. The Committee desired to know about the responsibility of 
the Ministry in the slow implementation of the policy of Govern-
ment regarding the housing scheme for Dock Labour. The Secretary 
stated: "Persons concerned are the Dock Labour Boards. Govern-
ment's responsibility is limited, as far as I can see, to providing what 
it considered to be an adequate measure of assistance." 

When the Committee pointed out that being the controlling autho-
rity, "it was up to the Government to pun them up" the Secretary 
replied: "Their plea consistently has been that they have no funds 
and as I submitted, we have to look at it in the background of the 
state of finances of the Dock Labour Boards." The witness added: 
"Dock Labour Board is an autonomous body. It has its sources of 
funds and has its terms of expenditure. It raises its revenue by levy-
ing an appropriate levy." In reply to another question the witness 
clarified: "In terms of the Act which constitutes the Dock Labour 
Board, there are certain powers reserved for the Government ..... . 
.. It is not fully autonomous in thatrespec:t .. _ .......... in any case, 
when they find themseives in financial difficulties they can only 
turn to the Government and that is where the Government comes 
in an important way and Government has had to ad a~  i~
able loans in order to enable them to fulfill their statutory requlre-
ments and also in order to reduce the surplus dock laoour in their 
ports." 
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1.26. The Committee are greatly distressed over the tardy manner 
in which the scheme for housing for Dock Workers has been iruplew 
mented since its inc.eption in 1964. While it was originally thought 
that houses for about 25 per cent of the registered workers would 
be constructed by March 1966, houses for only about 23 per cent of 
them were merely proposed for construction during 8 years from 
March 1964 to March 1972. The actual progress is even very much 
more disappointing in that only about 5 per cent of the registered 
workers were provided with houses upto the end of March 1973. Such 
a wide gap between the anticipations and achievements suggests that 
the scheme has not at all been formulated· and reviewed realistically 
from time to time with a view to taking necessary timely action to 
realise the desirable objective. 

1.27. The performance under the Dock Workers Housing Scheme 
compares very poorly with the Subsidised Housing Scheme for 
Industrial Workers introduced in 1952 and executed by State Gov-
ernments, Housing Boards and local bodies under which out of 2.30 
lakh houses sanctioned upto December 1971, 1.76 lakbs (76 per cent) 
had already been constructed. The fact that out of 6472 houses pro-
posed for construction by March 1972 only 1420 (22 per cent) could 
be constructed for the Dock labour  upto March 1973 reveals very 
basic neglect and/or weakness in the scheme itseH. 

1.28. The inability of the Dock Labour Boards to meet their share 
of expenditure due to their difficult financial position is the main 
reason for the slow progress. Originally the scheme provided for 
Central assistance upto 55 per cent (20 per cent subsidy and 35 per 
cent loan) of the actual cost of construction including cost of land 
subject to a ceiling fixed and the balance was to be met by the Dock 
Labour BoaNs. On the other hand from the very beginning the assis-
tance under the Subsidised Housing Scheme for Industrial Workers 
has been cent.per-cent (50 per cent" loan and 50 per cent subsidy). 
The Housinl Minister's Conferene held in June 1969 ret'ommended 
similar treatment for the Dock Workers' which was reiterated by 
the Central Wage Board for Port & Dock Workers in December ~ . 
These recommendations were, however, not accepted by tb Plannmg 
Commission and the Ministry of Works and Housing. It was only in 
June 1971 it was agreed after further consideration, to liberalise the 

i a ~ to proVide for 50 per cent loan and 25 per cent ~b idy 
of the actual cost of construction or the cening cost unde.r b~ldi d 
Industrial Housing Scheme, whichever was less. This bber-:thsation 
did not improve flhe position in as much as during 1972-73 there was no 
addition to the houses constructed under the Scheme .. The ~~mmi  
have been informed that the question of further bberaliSlDg the 
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-pattern of assistance to the extent of 100 per cent i.e., 50 per cent loan 
.and 50 per cent subsidy is under discussion with the Planning Com-
mission in the context of the Fifth Plan proposals. The Committee 
~ y much desire that Government should come to an early decision 
..in the matter. 

1.29. Another factor which contributed to the slow progress was 
the unrealistic ceiling of cost of construction fixed under the scheme. 
Although the ceiling was revised in 1967, it continued to be low, as 
is evident from the actual expenditure incurred by the Dock Labour 
'Boards at Bombay, Calcutta and Madras. Although initially they 
were expected to bear 45 per cent of the expenditure their contribu-
tiontumed out to be 67 per cent in Bombay, 73 per cent in Calcutta 
and 79 per cent in Madras, the actual cost of construction having 
been so higb. It was only in June 1971, after a lapse of long 4 years, 
.the Ministry of Works & Housing took up the question of further 
-rev.sion of the ceiling. Althougb in February 1973 it was revised for 
the Subsidised Housing Scheme for Industrial Workers tbe question 
of extending it to the bousing scheme for Dock Workers is surpris-
,.ingly still under examination. Tbe Committee desire tbat there should 
be no further delay in the matter. 

1.30. In view of continuous rise in cost of construction the Com-
mitteesuggest that revision of ceilings of cost should be done at 
more frequent intervals in future. The Committee also desire that 
the specifications and covered area for the workers' quarters should 
Dot be unreasonably reduced; these should be such as to meet at 
Jeast the minimum needs of a family of 5. 

1.31. The Committee note with great concern that the problem of 
.finding suitable land has still not been solved at tbe Calcutta Port. 
The Dock Labour Board, Calcutta with 14,077 registered workers 
-{the largest in the country) has been able to provide houses to only 
.2.7 per cent of workers against 7.66 per cent in Bombay, 20.2 per cent 
in Madras and 24.76 per cent in Yisakhapatnam. The Committee 
regret that this Board proceeded in the matter of acquiring land in 
.a very casual manner. Although they advertised for purchase of 
.land in June 1965 and September 1967 with out success, for about 
5 years .thereafter no serious attempts have been made to acquire 
land. It was only in April 1972 that the qu.estion of purchasing land 
from Calcutta Port Commissioners was taken up by tbem, again 
without success. They are reported to be still making efforts to 
secure land adjacent to the Port area from the Government of West 
. Bengal. The Committee desire that the matter should be taken up 
immediately by tbe Ministry of Labour with the State Government 
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at the appropriate level. The Committee would like to be informed of 
the outcome. 

1.32. The Committee desire the Dock Labour Boards at Cochin, 
Mormugao and Kandla who have not yet made a beginning towards 
~ i  of houses, should be persuaded to take up the scheme 
.at least in the Fifth Five Year Plan. 

1.33. According to the provisions of the Dock Labour Workers 
(Regulation of Employment) Schemes, the rate of welfare levy is to 
&e determined by each Dock Labour Welfare Board. The Committee 
find that the quantum of welfare levy is not unifol'm in all the ports. 
It ranges from 5 per cent of the daily wages of the dock workers to 
.50 per cent. Further, it is not clear whether the time of fixing this 
levy the liability of the Board to meet a part of the expenditul'e on 
housing of the workers was taken into account. In any case in "lew 
of the continued inability of the Labour Boards to meet the excess 
of expenditure over the assistance received, the desirability of raising 
the welfare levy suitably should be urgently considered. Further, 
.as thre is wide disparity in the levy some guidelines as to the mini-
mum weHare measures to be provided by the Labour Boards appear 
called for. 

1.34. The Committee have come to the inevitable conclusion that 
the various organisations concerned have woefully failed in imple-
menting the scheme and have brought about this sorry state of affairs, 
which they deprecate. 



CHAPTER II 

DEPARTMENT OF REHABILITATION 
Sale of an evacuee p-roperty 

A udit Paragraph 

An evaC\lee property comprising of six shops on the ground floor, 
a hotel on the first fioor and out-houses at the back, situated in 
Connaught Place was acquired in June 1955' under the Displaced 
Persons (Compensation and Rehabilitation) Act 1954. The Regional 
Settlement Commissioner, New Delhi, decided to sell it by !lublic 
auction. A public auction was held. on 16th March, 1961. There were 
six bidders. Shri 'A' whose bid was the highest represented a limit-
ed company. His bid of Rs. 6.25 lakhs em behalf of the limited com-
pany was accepted by a Managing Officer, who conducted the auction, 
subject to approval of the Regional Settlement Commissioner, New 
Delhi. 

2.2. The following points were noticed in this case:-

r - ..... " 

(i) As per rules and terms of auction notice, 10 per cent of 
the bid money should have been deposited by the success· 
ful bidcfer on the fall of the hammer. The deposit of 
Rs. 62,500 was received in the name of the limited com-
pany on 16th March 1961. 

(ii) The bid was approved by the Regional Settlement Com-
• missioner, New Delhi, on 5th April 1961. The purchaser 

wa'S required to deposit the balance bid money in the State 
Bank of India by 20th April 1961. 

(iii) On 15th April, 1961, the Regional Settlement Commissioner 
advised the purchaser that it could associate the com-
pensation claims of other displaced persons for payment 
of the remaining 90 per cent of the sale price by adjust-
ment against such claims. In February 1961 orders had 
been issued by the Chief Settlement Commissioner that 
even persons who had no pending claim could also asso-
ciate the compensation claims of others for making such 
payment, but the auction notice issued on 24th February, 
1961 had mentioned that only those displaceci persons 
whose verified compensation claims (for immovable pro-
perties left in Pakistan in their names) did not cover the 

22 
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purchase price could associate other such c_imants to 
make up the deficiency. The concession granted in Feb-
ruary 1961 was, therefore, not known to other bidders and 
prospective bidders. 

(iv) As per the terms of the auction notice, earnest money 
could be forfeited if the auction purchaser failed to 
deposit the balance price within J.5 days of confirmation 
of the bid (in this case by 20th April, 1961). This period 
could be extended by not more than 15 days by the 
Regional Settlement Commissioner or any other autho-
rised officer. Further extension (without any limit of 
time) could be given only by the Chief Settelment Com-
mIssIoner. In this case, the purchaser failed to deposit 
the balance price within the extended period of 15 days. 
Further extensions were granted by the Regional Settle-
ment Commissioner for depositing the balance from time 
to time till 16th August, 1961 without approval of the 
Chief Settlement Commissioner. 

(v) Out of 14 compensation claims of other displaced persons 
associated by the bidder, one claim for Rs. 11,047 was 
"found (December 1962) to be bogus". Instead of making 
good the deficiency in cash, the purchaser associated the 
claim of another displaced person for Rs. 10,805 which 
was accepted. He was asked to deposit the balance of 
Rs. 242 treasury. 

~ i  It was further observed that in the case of another claim 
of Rs. 60,654 associated by the purchaser, a sum of Rs. 
43,645 was adjusted on 14th November, 1968 and the 
balance of Rs. 17,009 was paid by cheque on 24th Decem-
ber, 1968. 

(vii) On 10th August, 1965, the Regional Settlement Commis-
sioner, New Delhi, advised the Delhi Development Autho-
rity that, as the full value of the property had been re-
covered and the property permanently transferred to the 
purchaser, 'a copy of the lease deed might be supplied to 
it. Three months later (November 1965), it was found 
that in the case of a compensation claim for Rs. 1.43 lakhs 
associated by the purchaser Rs. 0.43 lakh only were avail-
able for adjustment. Thus the compensation claims 
associated by the purchaser were accepted and payment 
was deemed to haVe been made in full without verifica-
tion of their correctness. No action has been taken so far 
(June 1972) to recover the balance of Rs. 1.00 lakh. 
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2.3. The pOssession of the property was handed over to the pur-
chaser provisionally on 1st March, 1962. No sale certificate has been 
issued to the purchaser so far (February 1972). 

[Para ~ of the RepOrt of Comptroller & Auc\itor General of 
India for 1971-72-Union Government (Civil)] 

2.4. During the course of evidence, the Committee desired to 
know the date of evaluation of the property in question and the 
amount fixed. The Secretary to the Department of Rehabilitation 
stated that the property in question was marked portion A and its 
value was fixed as Rs. 5.5 lakhs on 14-11-1957. Asked about the 
basis of valuation, the 'Department furnished in a written note the 
following information:-

«Portion 'A' 

Land value of 1228 sq yds. 
@Rs. 300/-per sq yd. 

The net value of structure . 

-.. ---------
TOTAL 

RS·3,68,400 

., Rs. 2,49,523 

Rs. 6,17,923 

According to the valuation sheet of this portion, the valuation on 
the basis of House Tax was Rs. 5,48,000/_ and that on the basis of 
rent assessed by the Custodian was worked out at Rs. 4,46,880/. 
Against the above said 3 valuation figures, the final value of the 
unit was fixed at Rs. 5,50,000/-. • .. ·It will thus be seen that while 
arriving at the valuation of the portion jA', Municipal-Tax basis was' 
taken to be the criteria instead of the exact land and building 
method of valuation." 

2.5. The Committee pointed out that evaluation of the property 
was done in November, 1957 but it was auctioned in March, 1961. 
Explaining the reasons for delay in auctioning, the Secretary to the 
Department replied: uFor the first time sale was made on 21-12-
1960. The highest bid received in that auction was Rs. 3.50 lakhs 
which was much below the reserve price (Rs. 5.5 lakhs). So, the 
second auction had to be arranged." The Committee asked for the 
reasons for delay of 3 years in holding even the first auction. In a 
written note, the Ministry stated: ·jIt is regretted that it has not 
been possible to ascertain the circumstances under which the pro-
perty avaluated on 14-11-1957, was put to auction for the first time· 
on 21-12-1960 i.e, 3 years after its evaluation." 
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2.6. The Committee asked whether value of the property had noC 
appreciated or depreciated between the dates of valuation in 
November, 1957 and putting it up for auction in March, 1961, the 
Secretary to the Department replied: "It is correct that in an area 
like Connaught Place, one m"tght assume that over a period of time, 
the land value would go up and some depreciation of the bunt ~ 
perty will take place." The Committee desired to know the esti-
mated increase in the value of this property during these 8 YeaJ.'I.. 
The Ministry furnished the follOWing informat.ion:-

"The estimated increase in the land rates in most other 
localities of New Delhi, as per analysis of sales of evacuee 
properties has been found to be 10 per cent (approx.) 
per year. This percentage increase/appreciation can also 
be applied in Connaught Place area where this property 
is situated. 

The property in question was valued in November, 1957, and 
was sold in auction in March, 1961. So, roughly, the land 
value in the year 1961 could be taken to be 40 per cent 
above the value assessed in the year 1957, the excess" 
numerical value of which would be taken to be:-

40 
= Re. 1,47.360/-Rs. 3,68,400 x 

100 

• • • 
The plinth area rate for buildings was revised in the year 
1959 which was 15 per cent higher than the rates adoptea 
in the year 1957 subject to usual deduction of deprecia-
tion upto 1959. Thus the enhancement in the building" 
value over the value of 1957 could be taken to be about 
12 per cent. This gives the increase in the building" 
value ...... as per details below:-

12 

100 

• • • 
Thus the value of the Block in 0  0  0  0  0  0 portion 'A' .. 0  0  •  0 •• ilJl 
the year 1961 when the property was sold in auction fol-" 
lowing ~a y enhancement, works out as under:-

Portion' A' 
Land" . 
Enhancement 
Building . 
Bnhancement 

TOTAL 

Rs. 3.68,40J 
Rso 1.47.360 
RI. 2.49.523 
RI. 29.943 

RI.7.95,226 
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2.7. ~  Committee pointed out that the conceslions granted to 
the non-claimants by the Govt. regarding association of claims of 
.others for making payment vide Press note dated the 21st January, 
1961 which was endorsed to all Regional Settlement Officers and the 
ordas dated the 8th Febr.uary, 1961 of the Chief Settlement Com-
missioner to the Regional Settlement Commissioner on the same 
subject were not incorporated in the auction notices. The Secretary 
to the Deptt replied: "Yes, Sir. Vfe have tried to check up this. 
'The date of publication of this notice is 24-2-1961. These notices 
.are prepared in advance. On the other hand, the press note which 
gives a more liberal concession for associating the claimants was 
actually issued on 21-1-1961. It appears that it was not available to 
~  lower authorities to print the more liberal version in the Urdu 
poster." The Committee asked whether at the time the auction 
notices were issued, the officers concerned with auction, were not 
aware of the decision of ~ . The Secretary replied: 
'''1; is also possible, as 1 submitted that by the time this notice was 
sent to the press, lhis 21st January notice may not have reached 
down to the lower offices." 

2.8. The Committee pointed out that there was a gap of more 
than one month between the issue of orders and the publication of 
Auction Notices and asked how the officers concerned were not 
aware of the decision. The Secretary replied: leThat has to be 
regretted. Part of the explanation may be in the fact that the 
notice was printed earlier." 

2.9. The Committee asked about the dates when the press note 
dated 21st January and the Chief Settlement Commissioner's orders 
dated the 8th February, 1961 were received in the Office of the 
Regional Settlement Commissioner, Delhi. The Ministry furnished 
the following information in a note: 

"The Press Note dated 21-1-1961 forwarded by the  Chief 
Settlement Commissioner to the Information Officer, vide 
letter No. 15(27) [Policy..I160(Comp) dated 21-1-1961, 
(copies of which were endorsed to all Regional Settle-
ment Commissioners) was rec:eived in the office of the 
Regional Settlement Commissioner, Delhi, on 23-1-1961 
and was circulated to all the . Officers in the Regional 
Office, vide Regional Settlement Commissioner, Delhi's 
endorsement No. 13(1) IAccttslRSCDI61 dated 28-1-1961. 

As regards the instructions contained in the Chief Settlement 
Commissioner's Memorandum No. 15(27)IPolicy-II60 
(Comp) dated 8-2-1961, these were received in the Re-
gional Settlement Commissioner's office ",n 9-2-1961. These 
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,instructions were circulated to all officers vide Regional' 
Settlement Commissioner's endorsement No. 13(1) IAcctts./ 
RSCDI61 dated 17-2-1961." 

2.10. It has been further stated in the Ministry's note that "the 
auction of the property was scheduled for 16-3-1961. The auction 
programmes for sale of the Compensation Pool ~  are drawn 
up sufficiently in advance of the date of auction, so that there is 
.enough time for proper publicity, as requirerl; under rules 90 (3) 
and 90(4) of the Displaced Persons (Compensation and Rehabilita-
tion) Rules, 1955. It is possible that the auction notices/posters 
were sent for printing before the issue of the Press Note dated 
21-1-1961 and this might be the reason why the liberalised terms 
were not included in ~  auction notices/posters." 

To a question, when the auction notices I posters for auction of 
property were sent to press, the Ministry replied in their note:-

"It is regretted that the old correspondence files from which 
the auction notices were sent to the Press for publication 
in 1961 are not forthcoming in the Office of the Regional 
Settlement Commissioner, New Delhi. Such correspon-
dence is not included in the categories of records required 
to be preserved for specified periods or permanently. As 
regards the posters, these were required to be got printed 
by the auctioneers at their cost and the dates on which 
the auctioneers sent them for printing, are not available 
at this stage." 

The Committee pointed that officials concerned with the auction, 
could have made known the Government's decision on liberaUsed 
·terms at least at the time of auction. The Secretary replied: "We 
have no records whether we announced liberalisation of the con-
cession." The Committee asked whether the liberalised terms were 
not announced by the officer in order to keep the price low by 
artificially restricting the bidding. The Secretary replied: "As I 
can understand it, no section was treated discriminately. Actually, 
as you have said, it is correct that the same liberal concessions 
were not announced either in the auction notice or at the time of 
the auction, which should have been done." 

2.11. After the property was auctioned on 16-3-1961 anli; the highest 
bid of Rs. 6.50 lakhs was duly accepted, the bid acceptance letter 
(Appendix I) was issued to the auction purcha'Ser on 5th April, 
1961 in which he was required to deposit the balance bid money 
within 15 days of the receipt of the bid acceptance letter. Referring 
to subsequent letter issued by the Regional Settlement Commissioner 

3550 LS-3. 



to the ..purchaser on. ~ .  that he could associate the compen-
sation :<flaims of other persons .wr the payment of the remaining 
90 per cent of the sale price, the Committee asked whether this was· 
written in response to any letter received from the purchaser or suo· 
moto, the Secretary to the Department replied: "There is no letter 
on the file." The Committee desired to know the circumstances 
leading to issue of this letter. The Department replied in a note: 
"After issue of the Press note dated 21-10·1961, instructions issued b'{ 
the Chief Settlement Commissioner vide Memo dated 8-2-61,7Iter 
alUl, stated that pentflng cases in which payments had not been 
received, should be dealt with in accordance with the liberalised 
policy set out in the Press note. This might have led to the issue 
of the letter dated 154-61 to the auction purchaser." 

2.12. The Committee desired to know the details of extensions 
granted to pl\rchaser for payment of balance money, reasons for 
grant of extensions and the claims associated after the last extended 
date and the reasons for acceptance of such claims. The Department 
stated as follows in a note:-

"The property in question was put to auction on 16-3-61 and 
the highest bid of Rs. 6,25,000 received in auction was duly 
accepted. The neces:;ary bid acceptance letter was issued 
to the auction purchaser on 5-4-61 and he was required to 
pay up the balance purchase price amounting ·to Rs. 
5,62,500 (R.!;. 62,500 on account of 10 per cent earnest 
money was recovered at the fall of the hammer on 16th 
March. 1961) within 15 days of the receipt of the bid 
acceptance letter. On 15-4-61, i.e. before the expiry of 
the period of 15 days, the auction purchaser was informed 
that he could also associate the claims of displaced per-
sons for payment of the balance purchase price. The 
auction purchaser, however, failed to make payment of 
the balance purchase price within the prescribed period. 
A fresh notice was issued to the auction purchaser on 
5-6-61, calling upon him to make good the deficiency 
within 15 days of the receipt of that notice. It is in reply 
to this notice that the auction purchaser submitted claims 
of his a ia ~ for a part of the balance amount and 
asked for extension in the payment of the remaining 
amount. 

The following statement indicates the extensions granted by 
the Regional Settlement Commissioner for making pay-
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,ment of purchase money or 
thereof:-

a ia i ~ claims in lieu 

.. ~ . ~ . ----
Date of request of Date of grant of ex-DuratH'm of B1(- Reasons for gl1lnt of ex-
the auction pur- tentian by thr Re- tension. teasion 
c:haers for extension gional Settlement 

21.6-1$61 

31-7-1961 

Commissioner 

i ~  

10-8-1961 

,--------------
Up to 31-7-61· The autGioll,PlI£Chalcr 

subinitted claIms for 
Upto 16-8-61 part price Illd asked 

for extcnaiona for. paY-
ment of the balance price 

The assOCiation papers were actually submitted by the pur-
chaser on 19-8-1961 and balance was paid in cash on 
25-8-61 i.e. 8 days after the last extended date viz., 16th 
August, 1961. Subsequently, however, the claim papers 
of one of the associates, Shri to the 
extent of Rs. 11,047.50 were not found to be in order and, 
therefore, the auction purchaser was called upon in 
December, 1962, to make payment of this amount. In 
reply, the auction purchaser tendered association papers 
in respect of another claimant (National Bank of Lahore) 
to the extent of Rs. 10,805.59 and made good the shortfall 
of Rs. 241.91 in cash on 21-12-1962. Similarly, in the 
case of another claimant associate, adjustment of 
Rs. 43,645.21 could only be made in November, 1968 against 
the association papers tenci.lered in June, 1961 for R'S. 60,657 
and the shortfall of Rs. 17,008.79 was made good in 
Displaced Persons (C&R) Rules, 1955." 

The acceptance of the payments subsequent to 16-8-61 in h ~ 

cases was possibly done under the provisions of Rule 
90(13) of the Displaced Persons (C&R) Rules, 1955, and 
it was not in the nature of extensions of the period of 
payment granted under proviso to Rule 90(ii) of the 
Displaced Persons (C&B) Rules, 1955." 

2.13. The Committee asked what was the last date given to the 
purchaser for associating the claims. The Secretary to the Depart-
ment stated that it was granted upto 16-8-1951. "In this particular 
case he was informed he could associate but the gE!neraI concession 
which was issued first in the press note and later confiITi'led was 
extended from time to time and continued to be extended till 31st 
January, 1970." The Committee asked who was the officer m~ 

powered to grant further extensions. The Secretary replied: 'II,t is 
the Chief Settlement Commissioner." When asked whether the 
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Settlement Commissioner was approached, the Secretary replied: 
·'There is no record to show that he was approachd." To a question 
whether it meant that the Regional Settlement Commissioner had 
extended the time in contravention of rules, the Secretary replied: 
"Yes. Sir, he had no authority to give extension beyond 15 days." 
The Committee asked whether any action had been taken against 
the officer for these lapses. 

The Department stated in a note: 

"In so fas as the grant of extension of the period of p.ayment 
proviso to Rule 90 (11) is concerned, the Regional Settle-
ment Commissioner admittedly had no authority to give 
extension beyond 15 days. However, the Regional Settle-
ment Commissioner appears to have acted in good faith 
in accepting the balance sale price from the auction pur-
chaser by extending the period for short periods, in view 
of the fact that the property had been sold for the second 
time and had fetched a bid above the reserve price." 

2.14. The Committee desired to know why possession was given 
to the purchaser before full value of property was received. In a 
note the Department stated that "On 5-11-1956, Government of 
India issued a Press Note to the effect that as it had been represent-
ed that since enquiries into the compensation applications of the 
successful auction purchasers took considerable time, it had been 
decili.ed that the Regional Settlement Commissioner need not await 
completion of the prescribed enquiries before handing over the 
possession of the property, but may hand over provisional possession 
after taking from the successful auction purchasers affidavits and 
indemnity bond in the prescribed form." 

2.15. The Committee enquired whether an indemnity bond had 
been taken from the purchaser before handing over provisional pos-
session of property. The Secretary to Department replied: "I will 
have to check whether an inli.t!mnity bond was taken." When 
asked as to what was the procedure, he added: "It has to be taken. 

,.. I am sorry that the indemnity bond papers are not available." Sub-
sequently, the Department stated in a note that, "no record is avail-
able to indicate whether an indemnity bond was taken or not, at the 
time the provisional possession of the property was given to the 
.auction purchaser." • 

2.16. The Committee desired to know whether the officer con-
-cerned was still in service and if so his present post. The Depart-
ment stated; "At the time of auction of the property in question was 
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conducted, 8hri was the Regional Settlement Commis-
sioner., He was re-employed officer and his terms of re-employment 
ended on 28-2-1963." 

2.17. The Committee desired to know how without receiving the 
full value and without transferring the property permanently to 
the purchaser, the DoD.A. was advised on 10-8-1965 that, as the full 
value of property had been recovered and the propel'ty permanently 
transferred to the purchaser, a copy of the lease deed might be 
supplied to him. The Secretary replied: "It was not proper or 
correct." To a question, whether any action had been taken against 
the officer for such lapses, the Department stated as under: 

"The position on 10-8-65, was that the auction purchaser had 
submitted claims and paid the balance in cash to cover 
the value of the property. The provisional possession 
having already been given to the auction purchaser, the 
Regional Settlement Commissioner's Office requested the 
Delhi Development Authority in the said letter dated 10th 
August 1965, to supply a copy of the lease deed executed 
by the evacuee lessee in respect of the land underneath the 
property in question to the auction purchaser. The 'cyclo-
styled' letter dated 10th August, 1965, issued in routine, 
however, mentioned that the property had been transfer-
red 'permanently' to Soo 0 0 •• 0 ••• , although the property 
had only been transferred to the purchaser 'provisionally'. 
The words 'permanent transfer' of a properly to an auction 
purchaser could normally be used only after issue of the 
transfer documents viz., Certificate of Sale, which in the 
present case, has yet to be issued. As such, the words 
used in the letter dated 10th August, 1965 'permanently 
transferred' were not appropriate. The facts mentioned 
above, had not been noticed earlier and, as such, the ques-
tion whether action could be taken against the officer/ 
officers concerned, had not been considered so faro" 

2.18. The Committee desired to know the particulars of claim 
associated by the purchaser showing the amount of each claim, date 
of association, date of verification and result of verification. A list 
showing these particulars submitted by the Department is repro-
duced at Appendix II. The Committee asked whether the claims 
offered were verified ones. The Secretary replied: "The claims 
were verified, but what happened is that sometimes a particular 
claim which is called a 'statement of account' has been used earlier 
and for that verification, it is necessary to consult the original office 



of the region. In one or two cases it was found, on consultatIon with 
the regional office, that the claim had been used up and was not 
available for adjustment of the amount originally entered in the 
·'statem,ent of account." The Committee enquired hoW then the claim 
amounting to Rs. 11,047.50 was found to be bogus. In a written note 
the Department stated as under: 

""According to the auction notice. the veritied claims were to 
,be shown at the time of auction. The claims associated by 
the purchasers were verified claims in the sense that ~h  

were orders in respect of them under the Displaced per-
sons (Claims) Act, 1950, regarding verification. However, 
the verifica,tion of the claim is to be followed by the State-
ment of Account being issued under the Displaced Per-
sons (Compensation & Rehabilitation) Act, 1954. After 
the issue of such a Statement of Account by the Settle-
ment Organisation, it may happen that the claim may have 
been used up and not be a.vailable fully and be in that 
sense a bogus claim. In respect of the verified claim of 
Rs. 11,047.50 p. it was found that the amount was not 
available and the auction purchaser made good the amount 
by paying Rs. 10,805.59 P on ~h December, 1962 through 
another verified claim and by depositing Rs. 241.91 P on 
21st December, 1962 in the Treasury." 

2.19, Referrring to the claim amounting to R,s. 6D,654 associated 
by the purchaser, the Committee desired to know the reasons for de-
lay of over seven years in the verification of this claim. In a note 
the Department :replied as under:-

" .. , ..... 111e a ~ ia  papers were sent to the Regional 
Settlement Commissioner (Sales Unit) by Ministry of 
Supply, with their letter dated 21st June, ~ . which was 
received on 22nd June, 1961. The Managing Officer (Sales 
Unit) in the office ()f the Reg,ional Settlement Commis-
sioner &ent the necessary proposal on 15th March, 1962 for 
adjustment of Rs. 6O,657!- (actual amount m i ~ in 
the BSsqciation papers was Rs. 60,5:601-:-) to the i~a  

SettlelJumt. Oftlcer d~  ~ h ~  C.QJ1lpepAation file in 
tJ&e oflice of t.h.e Regional SettleIlJ.ent Cp,mJlliSoSioner for 
cauyiag out the a,cJjUi.tment ........ Tab ~ fQllowed up 
by a reminder dated 20th June, 1962 'Sent by the Managing 
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Officer. The case was examined by the Assistant Settle-
merit Oftlcerand a compensatiOn biil was prepared on 25th 
July, 1962 with the following adjustment:-

(i) Total amount of compell8ation due R8. 1,47,oZO-

.(ii) Adjustments made :_ 

(a) Arrears of rent of the property known as "Anny 
1:'.ress", Delhi .  .  .  .  .  .  . lb. 75,000-

(b) Arrears of rem of property No. 1 1f4(?WJ f}t!3-

1389 (new) Delhi R.a. 7Z,000 _ 

TOlal 

~ii  Balance compensation due to the claimant, Shri •.. Rs. Nil 

Thus no adjustment towards the value of property known as 
'NBlock' property in the purchase of which the claimant 
had associated to the extent of Rs. 60,6571-, could be made. 
However, it appears that the necessary intimation to the 
effect that the total amollnt of compensation had been ex-
hausted towards adjustment of public dues as above and 
that no compensation was availa.ble for adjustment to-
wards the cost of property, was not sent by the Assistant 
Settlement Officer, to the Managing Officeranr\' th'e sale 
file of the Managing Officer continued to show that the 
adjustment of Rs. 60,6571-was pending and the Managing 
officer continued to send reminders. Ultimately, a letter 
dated 12th June, 1967, was received by the Managing om-
·cer from the Settlement Officer in charge of a Special Cell 
to the effect that the compensation due to the claimant 
had been exhausted by adjustment of public dues and that 
no compensation was a ai abl~ for adjustment towards 
value of the property in question. So the Managing Offi-
cer issued a registered A.D. notice on 27th June, 1967 to 
the auction purchaser, Shri .... " .. intimating to him that 
the compensation due to the claimant, Shri ........ " had 
been exhausted and ca11ing upon him to deposit the sum 
of Rs. 60,6541-to cover the sale price of the property in 
question within 15 days from the receipt of the notice. At 
this stage, the auction purchaser filed an appeal before 
Shri ....... " the then Settlement Commissioner with de-
legated powers of Chief Settlement Commissioner, under 
Section 23 of  the Displaced Persons (Compensation " 
Rehabilitation) Act, 1954 against the acijustment made in 
the compensation file No. DIGMI64946 of Shri........ Tha 



Authorised Chief Settlement Commissioner vide order 
dated 19th October, 1967 accepted the appeal and remanded 
the case with the direction that the petitioner (auction 
purchaser) should not be called upon to deposit the bal-
ance amount till the matter regarding the quantum of 
rental dues recoverable from Mis ........ , which was still 
pending, had been decided in the light of an earlier order 
dated 26th August, 1964 of Shri ........ , the then Deputy 
Chief Settlement Commissioner, with delegated powers of 
the Chief Settlement Commissioner, 

Unfortunately, the reconciliation of rent account of Mis ..... 
in the light of the order of Shri ........ dated 26th August. 
1964 referred to in the order dated 19th October, 1967 by 
Shri ........ (the then Settlement Commissioner) was not 
carried out until August, 1968. It was only on 31st 
August, 1968 that the Managing Officer (Rent) submitted 
a detailed report showing that the claimant Shri ....... . 
was entitled to the refund of Rs. ~ .  on account of 
rent collected from him in excess in respect of property 
No ...... On the refund being sanctioned, this amount 
became available for adjustment towards the association 
of this claim in respect of the property-ON' Block Con-
naught Circus, purchased by the auction purchaser. The 
adjustment of Rs. 43,645.21 was carried out on 14th Nov-
ember, 1968. The auction purchaser made good the re-
maining shortfall amounting to Rs. 17,008.79 by means of 
a cheque dated 24th December, 1968. 

It will thus be seen that the delay of over 7 years in the veri-
fication (adjustment) of the claim of Shri...... waS" 
due to lack of coordination between the Manag-
ing Officer (Sales Unit) anci; the Assistant Settle-
ment Officer with the Compensation Application and the 
time taken in implementing the order of Shri ..... ' .. (the 
then Settlement Commissioner) dated 26th August, 1964 
regarding reconciliation of the Rent Account. It appears 
that the implementation of this judicial order of 
Shri ........ got delayed because its copy was neither 
available on the property r.le nor on the records of the 
Rent Recovery Branch. 'r is order was brought to the 
notice of the Managing Offier (Rent) only ib April, 1967, 
by Shri ........ (Claims"" when he was contacted for 
payment of the arrears n" rent by the Rent Recovery 
Squad." 
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2.20. The Committee referred to another claim amounting to 
Rs. 1·43 lakhs and enquired as to why it was pending adjustment. 
The Secretary replieci!: "The amount is pending in the sense that 
~  have verified the claim to be Rs. 1,43,000, but this claim is pend-
mg appeal by the Government in the Supreme Court. The appeal 
Js not that the claim is not Rs. 1,43,000; it is. But the party had 
gone to the High Court claiming a higher amouat and the High 
Court's decision has not gone in favour of the Govcl'llment. There-
fore. Government have appealed against that to the Supreme Court. 
But our own statement of account shows that Rs. 1,43,00(j ~  avail-
able against that verified claim." When asked as to how only Rs. 0.43 
lakh were available in this claim, the Secretary replied: "The 
Appendix 'C' register which was the record, on the basis of which 
he gave the amount of Rs. 43,2961-, is completed from the compensa-
tion file itself. And, therefore, it has the status of a secondary evid-
ence, if the compensation file is available. Now, the compensation 
fiie is available and it says that Rs. 1,43,396.24 paise is still available 
nt the credit of the claimant," In a written reply the Ministry have 
stated "the matter has been sub-judice since 21st December, 1962 
when the claimant filed a writ petition in Delhi High Court." 

2.21. The Committee asked whether Government had consulted 
the Law Ministry on adjusting the claim of Rs. 1.43 lakhs even when 
the case was sub-judice. The Secretary replied: "We have not 
done so. We can do so now and we shall do so." Subsequently, the 
Committee were informed in a note:-

"The matter regarding adjustment of Rs. 1,43,396.24, from 
C.A.F. No. PIGSPl12281 of Shri ........ , was referred to 
the Ministry of Law. They have advised that the adjust-
ment of the said amount towards purchase priCE: of the 
property in question, may not be objectionable, but it may 
be advisable to move an application for formal permission 
of the Court for carrying out the adjustment. According-
ly, the Supreme Court is being moved for formal per-
mission." 

2.22. The Committee asked whether the Department had made any 
eife.rts to rea.lise interest on the delayed payments from the pur-
chaser. The Secretary replied: "We had not done that. We will 
examine this question whether interest can be charged which is in 
relation to the claim." Subsequently, in a note the Department 
stated: "The position has been re-examined. The procedure for 
sale of properties by public a.uction: the recovery of the purchase 
price and grant of extension of time in the period of payment etc. 
is laid down in rule 90 of the Displaced Persons (Compensation and 
RebabiUtation) Rules, 1955. There is no provision in this rule for 
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.charging of lntel!e8t, unlike rule 28 in Chapter V which relates to 
payment of compensation by transfer of acquired evacuee proper-
"ties." 

2.23, The CommiUee ~  a serious view of the various "pses in 
,disP08mg of the a ~ lWOl*1Y sit.-ed at ~ lh a cfAltral COCft-

mei'cial locality viz., ClUlDaught Place, Ne.w Delhi. The propedy 
was evaluated in November. 1957 as worth Ik 5.6 lakbs. However, 
an attempt was mad.e cmly in ·Decemher, 1$60 to auction it, which 
WitS not suecessful. It was finally aueti9ned in March, ],ClGl and it 
fetched Rs. 6.25 laklu. R.egrettably the property was not re-evala*ed 
before thiR RUCtion. the Committee desire that the .~ibili y 
for this lapse SbODld be i ~. At the instance of the Committee, the 
Ministry have now rackoned that the value qf the property at the 
time of audiQn would have b ~ ll at least :Its. .~  lakhs. Thm> it had 
b::en disposed M for a much lower price. 

2.24. The concessional terms for payment of price by a . d i ~ 

daims of displaced persons were extended to the uon-c1aimants as 
ner a Press note issued by the Government on 21st January, 1961 
l ~d hy detailed instructions issued by the Chief J Settlement 

'Commissioner on 8th February, 1961. Although copies of these were 
received in the office of the Re"rional Settlement Commissioner 011 
23rd J,maury and 9th Februarly, 1961 respectively. the concessional 
term .. for payment were not included in the auction notice ia respect 
of this property published on 24th February, 1961, nor were these 
announced at the time of auction held on 16th March,l.961 ... The 
Committee are distre::sed thnt no explanation is h mi ~ from 
the records for the f2i1ure to do so. Tho matter ~ i  im'C!stiga-
tion as surely the concession could have attracted a beLLe!" price. 

2.25. A letter of acceptance was issued on the 5th April, 1961 to 
the succes<;ful bidder (a non-claimant) to deposit the belance 90 per 
cent amount (after deducting the earnest money of 10 per cent paid 
by him at the time of auction) within 15 days. But before the expiry 
of this period another letter was issued to him on 15th April, 1961 
suo motu by the Regional Settlement Commissioner advising him 
that he could associate the compensation claims of other displa.;ed 
persons for payment of the b~la  amo .. ;lt by adjustmeot agab\st 
sueh elaims. Strangely enough there is ,gain no recol'd available 
P hout tile circumstances leading to the iS5Ue of this letter. Although 
. the purchaser did not make payment wUhin 15 days .as i la ~d 

no action was tUft hy the RePoAal l m~  Coounissieuer till 
·Sth . Jane, 1981 Whell be exteaded time-limit .'by 15 days. What is 
-more he ~ ld. authority aDd grdted furilater. ~  .. s ~  
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lith August, 1961. The Committee take a seriollS view: of tim ,UIl-
.tile solicitude showa to the purchaser by this efticer.T1ae property 
was provisionally handed over to the purchaser in March, 1M2 .but 
there is no record to indicate whether any indemnity bond was 
t,aken from him as required in terms of the instructions issued by 
Government in 1956. The Committee are unhappy to nete that the 
Delhi Development Authority were addressed by the 'Regional Set-

~. 11ement Commissioner in 1965 to issue a copy of lease-deed to the 
, ~. ha  informing them that the property hid been transferred to 
the purchaser permanently, although in fact it had been bansfel'Ted 
only provtsionally. The Committee feel that there is a prima facie 
-ease for an enquiry with a view to fixing ~ ibili y for various 
acts of Commissions and omissions even at this late stage. 

2.26. Another unsatisfactory feature of the case is the inordinate 
delay in adjustment of the claims associated lty the purchaser. A 
daim to the extst of Rs. 11.047 was on verification fOUDd to be 
bogus as nO money was available in the accounts for adjustment. 
StrB.ngely enough no endorsement regarding the ~ y already 
utilised by him is made on the document kept with the claimant. 
As against another claim for Rs. 60,657, adjustment of K;. 43,645 
only could be made and that too after 7 years. The shortfall was 
thereafter made good in cp.,h. The delay in adjustment was admit-
tedly due to lack of coardination between the Managing Officer 
(Sales Unit) and the As.,i.,tant Settlement Officer and the time taken 
in implementing a judicial order of the Deputy Chief Settlement 
Commissioner regarding the reconciliation of certain rent accounts 
of the claimant. It i5 sUi'prising the judicial order was not available 
in the relevant files and it had to be ultimately produced by the 
claimant himself. This is indeed a sad commentory on the working 
of the organisation which needs to be looked into immediately. 

2.27. In yet another case, a claim of Rs. 1.43 lakhs has not so far 
been adjusted as the r85e has been sub judice since December, L9,j2 
Oil a writ petition of daimant for enhancement of the c1atm. Sur-
prisingly according to the register of the Department only a sum of 
Rs. 0.43 lakh was first found to be available against the claim, but 
the file found subsequqently indicated the availability of the full 
amount of Rs. 1.43 lakhs. At the instance of the Committee the 
Department has now obtained the advice of the Ministry of lMlW 
that the adjustment of the amount towards the purchase of property 
in question may not be objectionable and that it is desirable t.o 
apply for formal permission of the court. It is unfortunate that It 
did not occur to the Department all these years to consult the 
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Ministry of Law. The Committee would await the action taken in 
the matter as also in regard to execution of sale deed with the pur-
chaser. 

2.28. Incidentally the Committee find that there is no provision 
in the Displaced Persons (Compensation and Rehabilitation) Rules 
1955 for the recovery of interest for the delayed payment of pur-
chase price although interest is payable for the delayed payment 
of compensation by Government. This lacuna in the rules should 
remedied forthwith. 

2.29. The Committee recommend that the sale certificate should 
not be issued to the purchaser till all the points mentioned in the 
Committee's foregoing recommendations are fully resolved. 

2.30. The Committee's examination of this case has convinced 
them that the practices and procedures followed by the Department 
are wholly unsatisfactory and that there is no inbuilt safeguard 
against such serious irregularities as have happened which cannot 
but be deplored. 



CHAPTER UI 

MINISTRY OF SUPPLY 

(A) Disposal of F1eet Tanker 

3.1. A fleet tanker is an oil tanker which supplies fuel to the Navy 
in the high seas. The fleet tanker INS "Shakti" (3500 g.r;t) was 
purchased from arbroad for the Indian Navy in 1953 at it cost of 
Rs. 48.81 lakhs. After useful service for about ten years, she had 
to undergo frequent and long refits and thus remained non-opera-
tional for long periods. In view of this and in view of her limited 
speed and capacity, the ship ceased (1967-68) to be suited for 
Naval use, but it was thought that she might be acceptable for com-
mercial use. Accordingly, in August 1969, the Director of Stores, 
Naval Headquarters, declared the ship surplus for disposal. When 
it was so declared its book value was Rs. 14 lakhs. In the surplus 
report the ship was stated to be serviceable. 

3.2. According to rules for disposal of surplus stores by the 
Director General, Supplies and Disposals, as far as practicable stores 
of book value of Rs. 50,000 and above should generally be inspected 
by an inspecLon team prior to formation of plan for disposal and 
the team should recommend the guiding price. A screening board 
met on 16th August, 1969 and decided to dispose of the ship by cal .. 
ling tenders. No guiding price was fixed however. tnspection of the 
ship by an inspection team was not considered necessary by the 
screening board. 

3.3. In December. 1969 the ship was notified for sale and tenders 
invited. Tenderers were required to pay 5 per cent earnest money 
and 5 per cent security deposit of the tendered value. The delivery 
period was 18 days from the date of issue of sale release order. 

3.4. Six tenders were received by the due date which was 28th 
January, 1970. Of them, the first three highest offers were not sup-
ported by earnest money/security deposit. The highest of these 
offers for Rs. 12.01 lakhs was from 'A'. While submitting the ten-
ders this firm had intimated that it wanted to purchase the ship 
inte; alia for (i) sailing as an ocean going vessel in international 
waters, (ii) transporting refugees from Ceylon and Singapore to 
Andaman and Nicobar and (iii) deep sea fishing, and thus earn some 
foreign exchange. 

39 
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3.5. The offer of 'A' and the next two highest offers were ignored' 
by the Director General, Supplies and Disposals, as they were not 
supported by earnest moneylsecurity deposit. The fourth highest. 
offer of 'B', which was supported by earnest money/security deposit, 
for Rs. 9.68 lakhs was accepted. 'B' bad stated that it would dis-
mantle the ship and not use it as a sea going vessel, and wanted 45-
working days for removal of the ship after delivery. 

3.6. All the offers remained open till 28th March, 1970. The 
letter accepting the offer of 'B' was issued on 9th March, 1970. 
Before the validity of the offers expired, in a letter (not date) re-
ceived in the Directorate General of Supplies and Disposals on 18th 
March, 1970, 'A' represented against rejection of its offer and stated 
inter alia, that in another letter written in February, 1970 it had' 
olrered to open an irrevocable letter of credit for the full sale value' 
and earnest moneylsecurity deposit. I,t also explained that it had 
not deposited the earnest money I security deposit, al~i h the 
tender as other tenderers would thereby come to know ot its qU6b-
tion and secrecy of the offer would be lost. Its letter of February 
1970 was stated not to have been received in the Directorate Genetal 
of Supplies and Disposals. 

3.7. The sale release order was issued by the Directorate General, 
Supplies and Dispo"alc;, to 'B' on 31st March, 1970 on the conditions 
that (i) ~ m  duty would be paid by 'B' direct to the customs 
authorities and receipt produced to stock holder bv 23rrl Anril. 1970 
for taking delivery of the ship and (ii) the ship must be remc·ved 
by 27th May, 1970. Due to delay in issue of custom clearance per-
mit extension was granted upto 16th July, 1970 for removal of the 
ship. 

3.8. The ship was towed by the successful bidder on 6th July, 
1970 to a bunder for breaking and' scrapping purposes. 

3.9. 'The offer of firm 'A' was higher than that of 'B' by about 24 
per cent (in absolute terms, by Rs. 2.33 lakhs). While 'A' wanted 
to use the ship as an ocean going vessel, 'B' did not use it in that 
manner and instead dismantled it. After opening of tenders and 
before placing orders the Director General of Supplies and Disposals 
whenever necessary, enters into correspondence with tenderers 
seeking clarifications etc., on some parts of their offers; When such 
attrnctive offers are received which happen nrt to be accompanied 
by earnest money and security deposit and when, as in this case, 
there is adequate time after tenders are received and before their 
validity period expires, Goverrment can, it seems, with advantage-
enquire (in time) from such a tenderer why he has not furnished 



earnest money and security deposit. Had that been done in this' 
~  Government would have gained. It may be mentioned that 
the existing instructions provide that in the case of purchases b"eCU-
rity deposit may Dot be insisted upon at the discretion of the Secre-
tary of the Department. However, there is no .. uch provision for 
disposals. 

[Paragraph 37 of C&A.G.'s Report for 1971-72-Union Government 
(Civil) .} 

3.10. During the course of evidence the representative of the 
Ministry of Def1!nee said: "The ship was bought in 1953 for Rs. 48.81 
Iakhs. At the time of declaring the ship as due for disposal, the 
professional officers' evaluation was carried out and that was assessed 
at Rs. 14 lakhs. It is not quite correct to say that the book value 
was Rs. 14 lakhs. According to our Navy Rules, a ship depreciate, 
by 4 per cent per year and according to this method of calculation. 
the book value would have been Rs. 17.60 lakhs. But the profession-
al evaluator of the NaVy carried out a re-assessment and he came to 
the conclusion that the present value was Rs. 14 lakhs. The reason 
given was that the normal expectation of life of a ship of this kind 
in the Navy was 20 years. The Navy was of the view that we had 
to dispose of it within 15 years. The reason given was that 20 
years' life was based on our experience of the British-made ships. 
The Navy's explanation was that becauf;e this was an Italian ship, 
this did not have the life that we were expecting of the British-
made ships. So, the book value was a little more than the profes-
sional evaluator's value." Asked if second hand vessels purchased 
bv the Navy from the British C'rOvernME''1t were paid At book value. 
the witness replied, "The value is determined by the seller. We 
were in the hands of the gener or what the Royal Navy quoted. 
They do not disclose as to what was the book value." The witness 
added: "The normal procedure we adopt is that on the day when 
we buy a ship we find what is the present day cost of the ship and 
what is the residual life left for the Navy." When asked whether 
the same formula was applied in this case, the representative 
replied: ul understand the same formula was applied while arriv-
in!! at the value of Rs. 14 lakhs." Asked if a r..ew vf'ssel of the sizf> 
could be built at the cOst of 14 lakhs, the witness replied. "We find 
the cost of the vessel today and what is the residual life left for 
service in the Navy. Suppose 20 years is the life and only 2 years 
are left. then it will be one-tenth." Asked if in this case, the 
Market value was taken into consideration, the witness stated: 
"That was the tvpe of method used, Sir. This wa'! professiOn<! 1 

Officers' evaluation." The Committee desired to know the cost of 



.a new ship like I.N.S. Shakti if it were to be built in 1968. In a 
note the Ministry of Defence stated: "It is very diftlcult to assess 
the cost of a tanker of the size of SHAKTI if built in 1968. Such 
small tankers had gone out of production the world over before 1968, 
.and the construction of one of them in that year would have involv-
ed special design eifort, the cost of which cannot be assessed at this 
stage. However, based on the cost of the ship in 1953 and allOWing 
for the known escalation in the warship building industry, the cost 
of INS SHAKTI if built in 1968 could be assessed at approximately 
Rs. 1.35 crores. This, however, is very rough estimate." 

3.11. The Committee desired to know why before its disposal, the 
ship was not inspected and a guiding price fixed. The Secretary to 
the Department of Supply replied: "The screening board had met 
(on 16-8-1969) and they decided that this ship should be sold on 
tender basis, and no inspection of this was necessary." The Com-
mittee desired to know whether any reasons for not having inspec-
tion were recorded by the Screening Board headed by the Director 
General, Supplies and Disposals. The Secretary to the Department 
replied: "The practice is not to record any reasons for the waiver 
when no inspection was considered necessary. I do not think there 
is a compulsion that inspection has to be done or a decision has to 
be taken to waive an inspection." The Committee asked whether 
there were any precedents about relaxation of inspection, the Secre-
tary replied: "There are six methods which the Screening Board 
had to consider. Inspection before disposal, issue to priority inden-
tors, tender by headquarters etc. And they decided tender by 
headquarters". He added: "The question was that nothing was 
waived. It was a decision of the Board to adopt a certain proce-
-dure". Asked whether it was not necessary to record reasons, the 
Director General, Supplies and Disposals stated: "In this parti-
cular case, in the surplus report that was sent to us by the Minis-
try of Defence, the condition shown was "Serviceable, to be sold on 
as is where is basis". So, the Screening Board obviously went by 
-the condition glven in the surplus report and did not consider fur-
ther inspection by them as necessary. So, they dispensed with this 
clause and advised that tenders should be invited for this instead of 
being sold in the auction. Supposing the condition in the surplus 
report is 'doubtful', then when they arrive at a particular decision, 
they have to record the reason for the decision. In this case, as it 
is obvious in the report that it is serviceable, they did not consider 
it further." 

3.12,. Manual of Office Procedure for Supplies, Inspection and 
'Disposals (Para 345-page 272) lays down that ~ i h a view to 



43 

better, utilisation of surplus stc·res by Government Department and 
.other priority indentors the Commodity Directorate conc:rned 
lIhould, immediately, after receipt of surplus reports and after 
'Screening them, circulate the surplus stores considered suitable for 
.priority Indentors on an all-India basis to those classes of indentors 
who are likely to be interested. The Director of Disposals when 
'Selecting the priority in den tors to whom the available stores are to 
l)e circulated in any case, will do so with great care. so that no 
indentor Who is likely to be interested even remotely is passed 
'Over. The Commodity Directorate should contact the indentors in 
1Jpecial cases by writing demi-official letters and lor by issuing cir-
oculars pointing out the uses to which the surplus stores could be put 
to by them". The Committee enquired whether the Ministry of 
Transport and Shipping was approached in this connection before 
the ship was disposed of by tender. The representative of the 
Ministry of Defence said: "We did not consult. But the Corpora-
tion (Shipping Corporation of India) is the firm and if they were 
interested they would have taken it up." The Secretary to the 
Department of Supply added: "We have also made enquiries, and 
we find that they (Naval Headquarters) had approached the Ship-
lli~  Corporation of India and also the Indian Oil Corporation; they 
had not shown any interest; except that the Shipping Corporation 
had said that in order to judge the quality of that vessel, they would 
have to test it out at sea, which the Defence Ministry said wac; not 
possible because it would cost a lot of money and there would be 
need for procurement of spare parts etc. From the papers it does 
not appear that it was necessary at that time to consult them. If, 
the officer, while reviewing the case, had any doubt in their minds, 
they might have consulted not only the Ministry of Shipping and 
Transport but also any other people. That question did not arise 

at all." 

3.13. The Committee enquired whether the Directorate General 
of Supplies and Disposals worked out any reserve price for disposal. 
The Secretary to the Department of Supply said: "There are two 
methods of disposal-tender and auction. In auction a reserve 
i ~ is kept while in tender no reserve price is kept because ~~~ 
tender quotations are examined and passed from headquarters. 
auction we have to decide at the spot. They fix a guiding price. ~  
tenders it is not done. Though the rules provide you can do. so, Ii 
is not done. We have a guiding line as book value at ~h  dl ~ a 
level. We have from past experience seen that many tIme artIcles 

get sold at less than book value." 

3550 LS-4. • .1 , 
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3.14. The Committee wanted to know why in the tender notice 
it Watl not mentioned that the ship was serviceable as intimated by 
the Naval Headquarters. The Secretary to the Department of Sup-
ply replied: "From the documents which we got from the Navy it 
is clear that it could be made serviceable. The Shipping Corpora-
tion who was consulted said that they might not accept that state-
ment till it was taken out on the sea. To take that out on sea 
would mean a lot of spares which would require Rs. 60 or 70 
thousand of investment made on it which the Navy was not prepared 
to do. So, the question is that the ship was sold on 'as-is-where-is 
basis'. This is a matter of opinion." Subsequently, in a note, the 
Department of Supply stated that: "The Naval Headquarters haft 
intimated under the column present condition of stores serviceable 
to be sold on 'as-is-where-is basis' It. The condition as reported in the 
surplus report was not mentioned in the tender notice as in accord-
ance with the conditions set out in the Instructions to the Tenderers 
and General and Special conditions of the Contract set forth in the 
2nd Schedule,  all surplus stores sold by DGS&D are sold as they 
lie. The relevant condition of the Tender Enquiry is as under: 

2. Conditions of Goods:-The goods are sold as they Jie. 
They shall be removed by the Buyer with all faults and 
notwithstanding any error or mis-statements of dE!6crip-
tion, measurement, quantity, weight, enumeration or other-
wise and without question on the part of Buyer, and no 
claim shall lie against Government for conmpensation, nor 
shall allowance be made on account of any such faults, 
mis-statements or errors although the same may be of a 
considerable nature. In particular the description ()f the 
goods may be identical with or similar to description of 
goods in some previous sale  by tender but no reliance 
must be placed on anv such description. The_ Buyer 
should satisfy himseU ihoroughly as to what is offered for 
sale before submitting his tender and may inspect the 
goods prior to tendering and shall be deemed (whether 
or not such inspection shall have in fact taken place) to 
have had notice of all d ~  and faults whether render-
ing the goods unmerchantabJe or otherwise and any errors 
and any mis-statements as aforesaid which he might have 
discovered· on inspection and shall not be entitled to any 
compensation on accout thereof. Nor shall any party to 
this contract be entitled to claim or recover from the 
other any compensation by way of damages or otherwise 
if the goods sold are not available by reason of not being 
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at the specified place and the contract shall stand can-
celled." 

3.15. The Committee wanted to know the number of valid ten-
ders received for purchase of the ship. The Secretary, to the 
Department of Supply informed that there were three valid tenders. 
When asked why the other three tenders out of six l~  received 
were rejected, the Secretary replied: "Because of security money. 
Mis .... (the firm 'A') made the highest tender. Then comes the 
second highest of Rs. 11.11 lakhs but no security money and the-
third was for Rs. 10 lakhs but gave onlY,Rs. 50,000 security and this 
third offer was inclusive of customs duty also. Really speaking 
there were two higher offers in terms of money-one was Rs. 12 
lakhs and the other of Rs. 11 lakhs." The Committee asked what 
made the Government to offer the ship to firm IB' whose offer was 
less by about 2 lakhs than that of firm 'A'. The Secretary to the 
Department of Supply replied: "There must be a valid tender. 
Only valid tender was that of Mis ..... (firm IB'). The offer you 
have referred to is not covered by earnest money and security 
deposit. Once you have made offer you cannot withdraw ti1l deci-
sion is taken. If they choose not to deposit that money then it is not 
a valid tender." Asked why in view of the substantial difference 
in the offers, it was not considered necessary to call for tenders 
again. the witness replied: "I would respectfully submit there were 
not technical deficiencies but major deficiencies in tender." 

3.16. At the instance of the Committee the Department of Supply 
furnished a copy of covering letter dated 24th January, 1970 sent by 
the firm 'A' alongwith the tender. This letter reads as under:-

"We are deeply interested in the purchase of the above said 
vessel for the purpose of sailing the same in the Inter-
national waters and for the following reasons for which 
we wanted to use the same. 

(1) We propose to assist the State Government of Tamil 
Nadu for the purpose of assisting the Refugees and the 
Stateless persons coming into India from Ceylon and 
Singapore, while transporting them at subsidised. rates 
to our neighbouring islands of Andaman and Nlcobar, 
where there is need for plantation labour for the develop-
ment activities. As this ship is an oil tanker and with a 
capacity of carrying a good number of persons, we pro-
pose to make use of the same. 

(2) We have also a plan to make the illiterate and literate peo-
ple of unemployed to develop Sea Instinct and Cultivate 
Sea conscienceness, by organising Sea Farers' Club and 
Picnic Trips thus we are sure and hereby undertake to 
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present atleast two (Naval) Officers and 4 subordinates to 
the Indian Navy. These 6 people will be the contributors 
of our purchase of this Vessel I.N.S. "Shakti'·. It i~ need-
less to add that the Student Naval Cadet Corp can also be 
trained and given an opportunity to travel in the ship 
transporting oil from one place to another. 

(3) We intend to use this  ship for the purpose of deep sea 
fishing, by training .. Fishermen in the art of Mechanised 
and scientific fishing and thus earning Foreign Exchange 
for our motherland, by exporting prawns and such other 
sea Food which are in great demmd in the Overseas Mar-
ket and this also will serve as the training school foi the 
unemployed Youth of New India. 

(4) In these days of Foreign Exchange shortage, it is not ad-
visable to scrap the vessel of this kind and we therefore 
propose to undertake major and minor repairs and thus 
add to the shipping tonnage of India, which at present. 
is only a fracti'W in the world tonnage. 

For the .above said valuable reasons, we propose to acquire 
this ship, at all costs and we therefore quote a sum of 
Rs. 1201115/-(Rupees twelve lacs one thousand. and one 
hundred fifteen only), in order to be precise according to 
your Clause No. 13 of the 5pecial instructions. But our 
real and final offer is a sum of Rs. 50,001 (fifty thousand 
one only) over and above any other offer you have receiv-
ed, as per this ter:tder, and accordingly we will remit the 
full value of the amount, or if you require first Earnest 
Money deposit in the manner in which, you want We will 
provide with and wait upto your period limited by you or 
to any other suitable date." 

3.17. The Committee asked why this offer of firm 'A' was not 
considered. The Secretary to the Department of Supply replip.d: 
"They must follow the tender terms. Why were they not present 
at the time of opening the tender? Why did they not offer money 
immediately? If he was serious, what prevented him from offering 
the deposit as per rule? I have gone through entire correspondence. 
Immediately after the tender was opened or on the next day be 
could have come and said, look here is my earnest money and secu-
rity deposit. Then we would have some hold. But without that we 
don't have any hold. That is the point." 

3.18. The Committee asked why the Department ignored the ~  

which besides being the highest proposed to add to the country s 
tonnage instead of dismantling the vessel as scrap. The Secretary, 
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Department of Supply replied: "As I said, so far as the first ques-
tion is concerned, speaking for myself I would either have taken 
the risk of re-negotiating with everyone or I would have gone in for 
calling' for the fresh tendets. And that would have been my judg-
ment at that time. So far as the question of its being sea-worthy 
or it.,; being used for commercial purposes is concerned, that is 8 
matter of judgment because, even the Shipping Corporation of India 
and the Indian Oil Corporation were not prepared to consider this. 
I would respectfully submit that this was a matter of doubt whether 
it was really something which had been lost to the country in ton-
nage. As I told you the matter has been gone into earnestly by the 
Department. It is not that the ship was sold for scrap. It was given 
for sale to the best advantage of the Government. Well, as I said, 
it may be a matter of opinion whether the ship would have become 
serviceable or not after repairs and if so, for how long or for what 
period it would become serviceable. But, there is no condition laid 
down about the disposal of it. But, as I said right from the begin-
ning, an attempt could have been made, but that is a matter of 
opinion, had it struck somebody that re-negotiation should be done. 
May be, we might or might not have lost in our tonnage. I do not 
know that. I:tad I been 'the disposal officer at that time I would 
have taken that risk." 

3.19. At the instance of the Committee, the Department of Sup· 
ply furnished a copy of telegram of Firm 'A' received by D.G.S & D, 
on 18-3-1970, which reads as follows: 

" .... We confirm our offer 12 lakhs once again in continuation 
of our Tender No. DGS and D/MMH!536718173 Naval Ship 
INS Sakti and our letter February Ninth' offering full 
letter of credit and flying over here on 12th Understard 
Mis.!hievious Elements are working against us hence re-
quest immediate sale order in Equity justice and good 
conscience our Purchase for resailing ...... New India 
traders Madras ........ " 

3.20. The telegram was followed by a letter dated 25th March. 
1970 (Appendix . III). Asked why the Department hastened to i ~  

acceptance letter on 9th March, 1970, when the offers were open. ll~ 
28th March 1970, the Secretary, Department of Supply repbed. 
"There is ~ hi  to say that one should wait till 20th. It is normal 
practice to cover the coverage of items by disposal before the ex· 

piry date of the tenders." 
3.21. The Committee desired to know whether any i a i~  

had been made into non-receipt o.f letter dated 9th February, 19.0 
from Firm 'A' referred to in their telegram dated the 18th March, 
1970 and subsequent, letter i ~ by ~ on ~ h March, 1970. 
The Department stated in 'a note that it is not pOSSIble to make at' 
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investigation in the matter without the exact date of issue of letter 
stated to have been sent ~y Mis ........ (Firm 'A') to DGS&D in 
February, 1970. It has already been clarified by the Directorate 
General that no such letter appears to have been received." During 
the course of evidence the Secretary to the Department added: "The 
letter dated 9-2-1970 is itself in dispute. We have not received the 
letter nor has he produced a copy of that letter at any stage". 
Asked if it was possible that the letter dated 9th February, 1970 was 
suppressed, the witness replied. "We have made a thorough inves-
tigation ,and reinvestigation and we have not been able to trace such 
a kind of paper having been received. It is a very serious matter if 
such a letter was received and suppressed al:d that would call for 
drastic action. But we have not been able to find any evidence 
about receipt of such letter or even by the party having sent copy 
of that letter, or having seen the DGS & D saying, this is the letter 
which he had sent. If they refer to any letter. why did not produce 
a copy as proof of it? It appears from the file that they were not 
serious about it. Later on they changed their mind." The Com-
mittee asked why the DGS&D did not ask the firm to send a copy of 
their letter dated 9th February, 1970. The Secretary replied: "At 
that time sale had already been completely finalised." The Com-
mittee asked what action was taken on the telegram received on 18th 
March, 1970 from firm 'A'. In a note the Department of Supply stat-
ed that as the sale had already been concluded in favour of MIs ..... 
(Firm 'B') with the issue of sale letter on 9th March. 1970, no actio!! 
was considered necessary on the telegram. 

3.22. The Committee desired to know as to why after the receipt 
of telegram on 18th March, 1970 and the letter dated 25th March, 
1970 from firm 'A', the sale was not cancelled and re-tendering 
ordered. The Secretary, Department of Supply replied: "The mat-
ter was examined on receipt of representations in the Ministry of 
Supply as well as in the Ministry of' Defence. The legal advice was 
that it was not possible to cancel." 

3.23. At the instance of the Committee, the Department of Supply 
furnished copies of representations made on the 26th March, 1970 
(Appendix IV) by the firm to the Defence Ministry and also the 
correspondence and notings dealing with it. The Defence Ministry 
took up the matter with the Ministry of Supply as to whether the 

. sale of the ship to firm 'A' could be cancelled at that stage. The 
matter was referred by the Ministry of Supply to the Ministry of 
Law who gave the following opinion: 

"The offer of Firm IB' was accepted on 9-3·70 by the Sale Release 
Order with the result that a binding, contract for the sale ,and pur-
chase of the Naval Ship came into existence. If the buyer cloes not 
take delivery of the Naval Ship by 27-5-70, the Government is entitl-
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ed to collect custody charges at the rate specified in clause 7 of the 
~ ~ al Conditions of Contract (58-59/c). If the ship is not claimed 
WIthin ~  ~  of the date fixed for delivery Iremoval, the Gov-
ernment IS entitled to sell the ship without further notice and recover 
the costs of and incidental to the sale. When Government exercises 
its right to sell under the ~ d paragraph of this clause, it will be 
acting as the Agent of the buyer. In such a case it will have to re-
fund the price which has been realised from the buyer (Firm 'B'). 

(2) There is no question of cancellation of the contract if the 
buyer fails to take possession of the ship by 27-5-1970." 

3.24. The following reply was sent by the Ministry of Supply to 
the Ministry of Defence on 4-6-1970: 

•  •  * .. 
"(3) The offer of Rs. 12,(11,115 by Firm 'A' was not accompanied 

by the earnest money and the security deposit required. As such, 
that offer was not considered as acceptable. I might add that since 
this firm was not to break up the ship, it was not lia),le to pay any 
customs duty. On the other hand, MIs ........ (Firm 'B') are evi-
dently going to break up the ship and will therefore have to pay 
customs duty of about Rs. 2,66,139. So far as they are concerned, 
therefore, they would be partir.g with a sum greater than the offer 
from Mis ........ (Firm 'A'). 

(4) In view of the fact that the offer of Firm 'A' did not conform 
to the requirements of the sale and the categorical advice of the 
Ministry of Law in the matter, there is very little that can now be 
done to interfere with the sale. We are not aware of any legal pro-
ceedings being taken by MIs ..... : .... (Firm 'A') against the 
DGS&D." 
3.25. The Committee pointed out that the existing instructions 

provided that in the case of purchases, security deposit might not 
be insisted upon at the discretion of the Secretary to the Depart-
ment and enquired whether the question of such relaxation in cases 
of disposals had been considered. In a note the Department of Sup-

ply stated: . 
"The position as it obtains on the purchase id~ is quite dlffe-
rent from that obtabung on the disposal Side. The ques-
tion whether a security deposit should be obtained and if 
so, the amount h ~ is considered. with ~  to the 
merits of each case, depending upon varIOUs c.onsidera-
tions, such as, whether the firm is registered WIth. . the 
DGS&D what· is its past performance, whether lt IS a 
szpaU ~l  unit etc. ,on the di~ l  side, . Qpwever. ~a
neat ,1lloneyjfeCUrity deposit is req?ired -to bedepoSlted 
by a tenderer alongwith the tender 10 terms of the tender 
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enquiry. This rule, therefore, operates  uniformly for alJ 
tenderers and the question of making a relaxation in the· 
case of any particular tenderer should not arise." 

3.26. The Committee desired to know whether the tender ,was 
accepted or rejected by a committee or by a single officer. The-
Secretary to Department of Supply replied: "It is done by an offi-
cer at the level where he is empowered to dispose of it. There are-
powers of disposal and purchase for officers at various levels. But 
so far as this case is concerned, it has been done at the Director 
General's level". The Committee asked whether any steps had been 
taken to improve the procedure. The Secretary replied: "Today tlS-, 
I see the rules and procedure, the disposal upto a certain level is 
entrusted to DGS&D and to the various officers. We had an internar 
discussion and we are looking into it as to the type of cases which 
should be referred to the next higher officer or to the Government.-
We are looking into the question so that if we can find out some-
method by which another scrutiny of large scale disposal items can 
be made-may be that two opinions might be available at a techni-
cal level. We will examine the whole question of disposal and if it 
is necessary, a small Committee could look into it We shall certain-
ly devise a suitable method. We have not yet examined that in de-
tail about the various procedures of disposal. This disposal proce-
dure started after the Second World War and I think the whole thing 
requires to be looked into to see as to what is the best method and" 
what method should be adopted' and what type of further scruth'Y' 
should be exercised." 

3.27. The Committee asked whether the case did not deserve s-
probe about the bona fides of the officers, the Secretary stated: "So--
far as suspicion is concerned, 1 have -gone through the papers very-
c:;arefully and I have not come across any paper on that file which-
may give an impression that somebody might have deliberately 
done a mischief. I find that the Finance Ministry has been consult-
ed. Nobody has raised any objection at any stage in this case. AU 
precautions have been taken and. Governmental procedures of con-
sulting various people, so that checks and counter-obecl,ts should be-
h ~ haye been adopted':' 

3.28. The Committee deeply regret '. :that the i ~ l  in which' 
1NS SHAKTI', a serviteable tteet w.ker Of iadianNavy was dis-
,osed of in 1970 as scrap at a ~ i  of Rs. t.61'I""I, was not 8t. 
all -business-like or in the i ~ 'of the State -fOr the ll i ~ 

reasoll5: 
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(i) The ship was purchased for lb. 48.81 lakhs in 1953. !\ccor-
ding to Navy Rules its book value, after allowing for 
4 per cent dClireciation, would have been Rs. 17.60 lakhs. 
It was, however, evaluated by a professional evaluator in 
1968 as Rs. 14 lakhs for the purpose of dispocal. Thi .. 
avaluation evidently was not done on the basis of the pre-
vailing market value. At the instance of the Committee 
the Ministry of Defence have now reckoned that a new 
ship of this kind might have cost approximately Rs. 1.35 
crores in 1968. 

(ii) Although the ship was declared in the surplus report as 
serviceable, it was not mentioned clearly in the tender 
notice. 

(iii) The highest quotation (Rs. 12.01 lakhs) of the tenderer 
who proposed to use the ship as an occean going vessel an(l 
earn some foreign exchange for the country was ignored 
on the ground that it was not accompanied by earnest 
money. 

(Iv) Although the existing instructions provide that in the case 
of purchases, security deposit may not be insisted upon at 
the discretion of the Secretary of the Department, there 
is no such provision for disposals. However, in this cal'e 
the highest tenderer had offered to pay the earnest money 
within the stipulated period and yet it was not taken liP 
with him. 

(v) Surprisingly the letter dated 9th February, 1970 from the 
highest tenderer again proposing to open an irrevocable 
letter of credit for the full sale value and earnest money I 
security deposit is stated to have not been received by the 
DGS&D. The lower ofter was accepted on 9th Mar(·b, 

1970. 

(vi) Although tbe highest tenderer subsequently represented' 
twice within the validity period of his tenderl he was not 
informed that his letter of 9th February, 1970 was not 
received and no conclusive enquiry was m.de to ascertah, 

bow the letter was lost. 

3.29. The Committee deprecate the above lapses/irregularltie!l 
whi('b ;·.ive every appearance of malpractice and call for thorouP 
investigation of the matter for appropriate action. The action t.kelt 
against those found responsible may be reported to the mm ~ 
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The Committee would also suggest that Government should eX8Joine 
tbe procedures for disposals particularly with referenee to valuation, 
method of disposal and acceptance of ofters, with a view to streamUn-
ing tbem in a manner that would safeguard better the flnancial in-
terest of Government. 

(B) Purchase of Pre-fabricated Steel Tubular Structures 

3.30. In May, 1968 the Central Public Works Department (Food) 
placed an urgent and operational indent for 71 feet span pre-fabri-
cated steel tubular structures to be supplied by July/August, 1968 
for construction of foodgrain godowns at various places for Food 
Corporation of India. On the basis of a limited tender enquiry 
issued in June, 1968 eleven offers were received. Eight were from 
firms registered with the Director General, Supplies and Disposals, 
but for supply of smaller structures and some other items while 
three were from unregistered firms. On 3rd August, 1968 the 
Director General, Supplies and Disposals, placed on one (firm A) 
of these three unregistered firms, an order for two such structures. 
Since the prices quoted by the other tenderers (whose performance 
had not been adversely commented upon) were much higher, the 
Director General, Supplies and Disposals, pla('ed an order on firm 
'A' on 24th August, 1968 for supply of 24 portal type (this firm had 
quoted for portal type as well as triangular type) tubular structures 
at a cost of Rs. 14.36 lakhs (as revised in March, 1969). The total 
weight of these 24 structures was about 1056 tonnes. The contract 
provided for delivery of 10 structures between 5th September and 
31st October, 1968 and the remaining 14 by 31st December, 1968. 

3.31. Firm 'A' had not furnished security deposit. On receipt of 
intimation from the National Small Industries Corporation that firm 
'A' was enlisted with that Corporation as a bona fide small scale 
unit. the firm was exempted (on 6th March, 1969) from payment of 
security depostt. In its aforesaid intimation the National Small 
Industries Corporation had presumed that Director General, Supplies 
and Disposals, had verified the antecedents and capacity of the firm. 

3.32 .. For placing the order dated 3rd August, 1968 (for two struc-
tures). the Director General, Supplies and Disposals, had obtained 
on 19th July. 1968 a capacity reRQrt for firm 'A'. For placing the 
much bigger order dated 24th August, 1968 for 24 structures on that 
firm. entire reliance was placed on that capacity report. However, 
according to that report, the firm had i"wo qualified engineen and 
only thirty skUled labourers and its production capacity wes 25 to 
30 tonnes per month per shift. 
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3.33. The firm was required to submit drawings for the tubular 
structures for approval of the indentor within a week of the order. 
Firm 'A' submitted the drawings to the indentor on 3rd September, 
1968. As the indentor suggested changes in the design on 4th 
October, 1968, the firm wanted (on 29th October, 1968) increase in 
prices. Consequent on negotiations with the firm it was decided 
that structures of triangular type instead of port? I type would be 
taken and the firm was asked on 2nd December. 1963 to submit 
drawings for triangular type by 10th December, 1968. The detailed 
drawing submitted by the firm on 10th December, 1968 were not 
approved as these were not in conformity with its offer. Thereafter. 
the drawings were modified and approved by the indentor on 1st 
February, 1969. 

3.34. The contract was amended on 6th March, 1969 incorporating 
the approved drawings for triangular type. On a representation 
from the firm that consequent to the revision of design the delivery 
period should be amended and extended, the period of delivery 
was extended, on 30th April. 1969. requiring supply of 3 structures 
in April, 1969, 6 in May, 1969, 7 in June, 1969 and the remaining 8 
in July, 1969. The firm did not supply any of the structures. On 
the advice of the Law Ministry, the Director General, Supplies and 
Disposals, issued a notice to the firm on 19th July, 1969 to complete 
delivery of all the structures by 30th September, 1969 and to acknow-
ledge receipt of the notice by 30th July, 1969. As neither the notice 
was acknowledged nor any intimation was received about supply of 
the structures, the contract was cancelled on 10th September, 1969 
at the risk and expense of firm 'A'. Against a limited tender enquiry 
of 18th September. 1969 for risk purchase the offer of the defaulting 
firm was the lowest and order was placed on that firm on 31st Octo-
ber, ~  for supply of the 24 structures at a cost of Rs. 20.02 lakhs. 
As, however, the firm failed to furnish security deposit by 20th 
January 1970 the contract was cancelled on 17th March. 1970 at it-; ,  , 
risk and expense, and an advertised tender enquiry for risk pur-
chase was issued on 3rd April, 1970. The structures were finallv 
purchased from firm 'B' at a cost of Rs. 30.36 Iakhs. 

3.35. Firm 'B' completed supply of the structures in July, 1971. 
Thus there was delay of about 3 years in procuring the .tructures 
which were urgently needed. To that extent construction of the 
foodgrain godowns was delayed. 

(Paragraph 38 of C&AG's Report for 1971-72, Union Government 
(Civil).] 
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3.36. During the course of evidence, the Committee pointed out 
that out of the eleven offers received for manufacturing pre-
fabricated steel tubular structures, eight offers were from those 
firms which were registered with DGS&D and the remaining three 
were from un-registered firms. The Committee asked why an 
offer from any of the eight registered firms was not accepted. The 
representative of the Department of Supply replied: "So far as 
this is concerned, the lowest offer was accepted which was about 
Rs. 59,000. The other eight firms had quoted higher rates." Accord-
ing to Audit, one of the three unregistered firms had quoted IOWL:" 
than firm 'A'. When asked why, out of the three unregistered 
firms, the offer of the firm who had actually quoted the lowest 
rate, was not accepted, the relJresentative of the Department stated 
~ha  "so far as this firm was concerned, the capacity report on them 
was adverse and the difference for the quantity involved at that 
time between their quotations was Rs. 5,000." 

3.37. Jill July, 1968 the Department of ~ly had obtained capa-
. city Report from their Inspector on the firm . 'N whose offer to 
manufacture 24 structures had been accepted. This report showed 
that the capacity of the firm was 25 to 30 tonnes per shift per 
month. An order for 2 structures was placed on this firm on 3rd 
August, 1968. The Committee desired to know whether these 2 
structures were supplied by theflrm in time. In a note the Depart-
ment stated that "the two structures supplied by the firm were in 
accordance with the required specification but the supplies were 
delayed by three months, i.e., as against the original stipulated deli-
very period of 10-10-1968, the supplies were completed on 15-1-
1969." 

3.38. The Committee asked, when the capacity of this firm was 
25 to 30 tonnes per shift per month, how it could be expected to 
supply 24 structures (1056 tonnes) by December, 1968 within a 
period of 4 months. The representative of the Department replied: 
"It is as per shift. But the firm has been disputing this. They 
said that they could do more. But, on . the basis of this figure of 25 
to 30 tonnes per shift this order could not have been executed 
within  the period given." When asked why further enquiries were 
oot made to find out whether this firm could complete· the work 
within the stipulated pez:iod, the repre$entative of the. Department 
, replied: "The examination of the papers shows that whiJe making 
the purchase proposals they (officers). had b~ l  influeneed by the 
fact that they ( the firm) would be able to deliver the goods within 
the stipulated periQd in the contract. They lost sight of the Jact 
that h~ 'capacity was not there. In my view the correct thing:-
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would' have been that the entire matter in regard to the capacity 
etc., should have been examined and if I may say so, after having 
gone through the papers, I myself am not satisfied with that. With 
all due care and precautions the purchase should have been made." 
The representative added further: "When I examined this tender 
I found on the basis of the data available on the fHe, the one firm 
which could have been considered and might have reasonably given 
the commodity would have the contract at Rs. 1.2 lakhs as against 
Rs .. 59.000". To a question as to how much the Government had paid 
ultImately, the representative replied: "Rs. 1.26 lakhs". 

3.39. In their letter dated 20th January, 1969 ar\dressed to the 
DGS&D the National Small Scale Industries Corporation had stated 
that it was presumed that the Director General, Supplies and Dispo-
sals had verified the antecedents and capacity of the firm. The 
Committee asked whether any action was taken on receipt of this 
letter. The representative of the Department replied: "So far as 
the capacity is concerned, I mentioned about the Inspector's report 
(of July, 1968). So far as the work of capacity of the firm is con-
cerned, we have also got a list (25 to 30 tonnes per shift per month). 
But, subsequent to this letter, with the information available, no 
further detailed scrutiny 'was made." 

3.40. The Committee enquired whether all this was a human 
error. The representative of the Department replied: "I am not 
satisfied with that. The two precautions which they should have 
taken were not taken." To a question whether there were any 
supervisory arrangements to check the recurrence of such mistakes. 
the representative replied: "The purchase proposals etc., are being 
given to the officers and the officers check that up. 1£ there is any 
complaint against the offic'als then vigilance. case comes in. In all 
these things, I think a little more care and caution is required. No 
doubt the capacity and the assertion of the firm should have been 
gone into in much greater details." 

3.41. The Committee desired to know why the risk purchase 
. order was placed again on the same flrm itl October. 1969 without 
verification of its capacity and after having known its performance 
in the past as it had delayed supply of 2 structures by 3 months 
and subsequently failed to supplv24 structures. I., a n.ote h~ 
Department of Supply stated: . "As already submitted durmg ~

den-ce, there has been an error of judgement in h~  case. There fe; 
'nothing on record for not al i ~ for fresh capaCIty report on the 
firm. Order for the entire quantity was placed on the defaulter 
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firm in order net to take any chances regarding legal flaws in reco-
very of extra expenditure in ignoring this firm's offer. It also ap-
pears that the valid risk purchase had to b~ hurried up within short 
time available." , 

3.42. The Committee enquired whether the Department of Supply 
had informed the National Small Industries Corporation about the 
failure of the firm to furnish se:::urity deposit against the risk purchae 
order placed on it on 31st Ot:tober, 1969, the Department of Supply 
replied in the negative. The Committee also desired to know whe-
ther the National Small Industries Corporation was informed that 
the demand notice for Rs. 16.48 lakhs being the extra expenditure in 
purchase of these structures issued to the firm on 15th March, 1972 
had been received back with the remark "Left/abolished". The De-
partment stated in a note that the Corporation was informed on 
3-10-1.973. 

3.43. The Committee desired to know what further action had 
been taken by the Department for recovery of Rs. 16.48 lakhs from 
the firm. In a note the Department stated: "With a view to effect-
ing recovery of the Government dues, the Registrar of Companies, 
West Bengal, Calcutta has been requested on 6th March, ]973 and 
14th August, 1973 to intimate the st{inding of the firm, their assets 
and also balance sheet showing profit and loss account of the firm, 
to know the financial status cf the firm. Reply from the Registrar 
of m a i ~  Calcutta, is still awaited." During the evidence. the 
Committee enquired about the latest position of recovery. The re-
presentative of the Department replied: "I am very doubtful about 
the recovery". 

3.«. A bulk order for supply of 24 pre-fabricated steel tubular 
strudures (1056 tonnes) was placed in August, 1968 on a small ~al  

unit, for delivery within " months overlooking its limited tapadt,. 
The capacity report had indicated that the firm had a production 
capacity of only 25 to 30 tonnes per month per shift. It is distressing 
to find further that even when subsequently the National Small In-
dustries Corporation while intimating that the firm was enliste4i with 
them as small scale unit, stated that it had assumed that the DGS&D 
had verifted its anteeedents and capadty, the DGS&D did not wake 
up. Indeed, the DGS&D went on to bestow further favours and 
waived the recovery of the security deposit. The inevitable bap-
pened. in a striking manner, for the firm failed to supply even a 
,smile ~  and the order bad to be cancelled in ·Sp.ptember 
1,969. The DGS&D's faith in the firm was still not shakeu and the 
risk purchase order was placed on the same firm in October, 1969. 
Again the capacity was not checked. This time, however, payment 
of security deposit was insisted upon and on the failure of  the finn 
to comply, the order was cancelled. 
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3.45. A fresh tender enquiry was issued in April, 1970. and the 
structures were purchased from another firm at a cost which was 
higher than the original quotation of the defaulting firm bv Rs. 16 
lakhs. It has not so far been possible to recover the ~ cost D!' 
the finn is not traceable. It is regrettable that the National Small 
Industries Corporation were not infonned of the failure of the firm. 
The fact that dentand notice for the recovery of the extra ~ di

ture issued to the firm in March, 1972 was received back undelivered 
was intimated to the Corporation only in October, 1973. 

3.46. It is abundantly clear from this bare narration of facts that 
the ofticials concemed with this case showed throughout in credible 
indifference to the public interest, and were grossly negligent. The 
Committee trust that they will be brought to book. In doing so 
severe action including penal recovery should be taken against those 
indulging in malpractices of any kind and the Committee infonned 
of it. The Committee would also await the outcome of the efforts 
to recover the extra expenditure from the defaulting firm. 

3.47. The Committee are displeased that no one at the higher level 
in the Ministry appears to have felt any indignation over such con-
ducts in one of the Ministry's important subordinate organisations. 
for action otherwise would have been taken as soon Its the Cacts had 
been brought to their notice by the Audit. That this was not done 
is deplorable. 

3.48. The Committee are concerned over the delay of about tbu'C 
years in procuring the material needed very urgently for construc-
tion of foodgrain godowns. The procedure followed for makin.: risk 
purchases is obviously unsatisfactory. The Committee recall thp.t 
in pursuance of an earlier recommendation the DGS&D had issued 
instructions in January, 1972 for the guidance of the Purchase Offi-
cers in the matter of risk purchases in order that supplies l11i2ht 
materialise in time (p. 17 of 70th Report-5th Lok Sabha). The 
Committee would like Govemment to critically review the position 
and take further remedial measures, as necessary, to ensure that risk 
purchases are completed expeditiously and goods made availahle 
in time to the indellting departments. 

NEW DELHI; 

March 29, 1974. 

Chaitra 8, 1896'(S). 

JYOTIRMOY BOSU, 
Chairman, 

Public Accounts Committee. 



APPENDIX I 

(See para 2.11) 

Copy of letter No. ASC-AuclcpnfIEPIN-BJockICon1f4Ught Circua/ 
61116263, dated 5th April, 1961 addressed to the Auction purchaser 
by the Regional Settlement Commissioner, Delhi. 

This is to inform you that your above mentioned bid has been 
accepted by the Regional Settlement Commissioner. You should 
deposit the balance amount viz. Rs. 5,62,500/-into the State Bank of 
India, New Delhi under the Head "XLVI-Misc. Receipts on account 
of Displaced Persons Receipts forming part of compensation Pool 
Receipts on account of acquired Evacuee Property" and produce the 
receipted copy of the Treasury Challan to the undersigned within 
15 days from the date of receipt of this intimation. 

If you are a claimant and desire that the purchase money be ad-
justed against your claim you should within 7 days of the receipt of 
this intimation make an application to the undersigned in triplicate 
giving the Registration No. of your compensation application already 
filed. If your compensation does not cover the entire purchase price, 
you may also associate other claimants to make up the deficiency 
provided that the title in the property will be transferred to the pur-
chaser and the association in proportion to the amount contrihuted 
by each. In case of association irrevocable consent in the form duly 
attested, affidavit of associate/associates should be flIed in triplicate 
together with three attested copies of each of hislherltheir claim 
assessment orders, C.A.F. receipts or statement of account if already 
issued. Compensation due to an associate with bigger claim will be 
first exhausted before compensation due to a non-her associate is 
adjusted. 

• • • 
If you are interested in getting provisililna! P9Ssess1on ples.se 

arrange to. pail for the entire purchase price either in cash or by 
association as indicated above (for, which ~ l y d m ~ be 
filed with this Office) to the undersigned so ~.y  case may be 
transferred to the Managing Officer concerned for delivery or posses-

sion. 

It may be noted that 2 years protection against ~ i i  ,,:ill be 
counted from the date of provisional possessiop. No extensIOn of 
time for associating other claimants will be allowed beyond that 

provided in the Rules. 
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APPENDlXm 

(See paragraph 3.20) 

Copy of undated letter addressed by firm 'A' received by D.G.S. & D. 
" on 25-3-1970 

SUBJECT:-Naval Ship I.N.S. "SHAKTI" Ex-Naval Dockyard, 
Bombay. 

Dear Sir, 

In continuation and iIi" confinnation of our tender duly submitted 
through post the b~  letter dated 9th February, 1970, the 
telegram sent to the Director General on 16th Mall!h, 1970, we are 
to state that we are the successful tenderer, our offer being the 
highest andi also on account of the fact that we want the vessel to 
be used-for _ transporting oil from Persian Gulf to Maaras Refinery 
and from there"-to Japan,' for exporting the by-product (Naptha) . 

. 
We have clearly explained the reasons for which, the vessel is ." 

required and we intend to acquire the same at all cost we therefore ~  

have quoted a sum of Rs. 12,00,000 lakhs in order to be precise ac-P 

cording to clause No. 13 'of the special instructions enclosed along .... 
with the tender form. We have also very clearly stated we will·' 
either pay the whole amount or the necessary deposit on h':!aring 
from you, as we Gould not -immediately come over to New Delhi 
due to some unavoidable reasons beyond our control. Immediately, 
on being congratulated by the Co-tenderers Olt 9th February in Bom-
bay Port Trust, we have imm d~a y written .. a letter from Bombay, 
offering to open a ~abl  letter of credit to the full value and 
for which we have not received anyrepJy up-to-date. Hence, we 
have fiowf.l O'\l'er here qn 12th. MGrning and shocked to learn that cur 
tender is -not at-:a11 paid tbe attention, it deserveq. We. have, there-
fore, sent the Telegram both to the Director General and to. ~ h  
Ministry of Shipping & Transport, as we are already in arrangp.ment 
for re-sailing the ship INS Shakti and thus to add to the world ron .. 
nage of Indian Shipping and thus to earn foreign exchange to ~  

Motherland. 

We should like to draw the kind attention of the Director Gene-
ral to the fact that in case where there are genuine reaSon a~d '\ ben 
our offer is difinitely higher than the other offers by a clear. margin 
{)f three lakhs (3,00,000) it is always customery and legal a]Eo to 

eo 
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write to us to come over or to make an arrangement for paying the 
earnest money deposit, if the Department so feels that it must be 
paid, before the sale note issued; or they can issue the sale note with 
the condition that the entire amount should be paid within the pre-
scribed period. It is not advantageous either to the Government 
or to the publiC' that the earnest moneY· should be paid 5 per cent 
over our oifer,) andcalculatihog the am~  the basis of dlir offer 
and that by way of call-deposits. In such cases, the other tenderers 
will know our quotations and the element of secracy will be lost 
and the security deposits prior to E.M.D. Deposit is confusing and it 
is very clumsy. Moreover, our offer is based on what we call a 
competitive offer of Rs. 50,001 in order to make sure that we acquire 
the ship for the purpose of re-sailing and not scrapping it off. to the 
National Loss. There are enough precidents that the tenders not 
paid the deposits have been accepted for reasons of more income 
to the Government and for other valid reasons. 

We are ready to make the payment ofRs. 12 lakhs exclusive of 
customs duty and hence we should be awarded the allotment of this 
vessel for the purpose for which we require this and for reasons 
which we have clearly ennunciated in our covering letter to the ten-
der, duly submitted in your tender forms on the due date. within 
time. Even though the Director of Disposals, is only the selling. 
agency of Indian Navy must have known the price paid for acquir-
ing the ship and its present conditions and in all fairness must have 
accepted the highest offer of Rs. 12,00,000 which is definitely higher 

than the 9,00.000 

. We expect the Director General of Supplies and Disposals to read 
through OUr covering letter. 'which we once again enclose herewith, 
for ready reference and quick decision as there might have been an 
error in PQt placing our letter by the subordillates. 

Thanking you a ~ offering your cooperation at all times and t'x-' 
pecting the immediate sale note in our favour. 



(- APPENDIX IV 

(See para 3.23) , . 
c..". of letter dated ZSth Mareh 1970 from Firm 'A' ad .... essed to 

Defence Minister, Ministry of Defenee, New Delhi 

Ref: Tender No. DGS&D\MMH-53718\73 

SUBJECTS-Nava.l Ship INS "SHAKTI" Ex. Nava.l Dockyard, 
Bombay. 

In advertence to your advertisement callini for sealed offers for 
the purchase of INS SHAKTI, a naval ship lying at Lion's Gate, 
Bombay Naval Dockyard, Bombay through the Directorate General 
of Supplies and Disposals having its headquarters at New Delhi, we 
have quoted the tender in time duly filled up in the tender forms 
purchased at the office of the Director General of Supplies at Bom-
bay. The tendered papers have drawn the attention of the tenderers 
to the fact that ship is in the re-sailing condition and it can be re-
salled in the international waters. Accordingly, we have surveyed 
through licenced surveyors and we have found that the ship is in 
sea-worthy condition and we have quoted the tender with a cover-
ing letter wherein we have explained the purposes for which we 
wanted the ship at all costs. 

2. In order to be precise according to clause 13 of the special ins-
tructions we have quoted a sum of Rs. 12 lacs for the entire ship 
but our real offer was Rs. 50001 over and above any other offer that 
the Directorate General may receive. This is in order to ensure the 
procurement of the ship for the national building activities such as 
training of fishermen in t}le deep sea fishing and mechanised and 
scientific fishing and for carrying oil from one place to another. We 
have also clearly stated that we wanted to create sea instinct and 
sea consciousness among the literate and illiterate people by organis-
ing sea Farers Club and Picnics. While carrying oil from Persian 
Gulf to Madras Befinery or from Madras Refinery to Andaman 
Island we have also stated, that we will be helping the State Gov-
ernment of Tamil Nadu in rehabilitating the Stateless persons and 
refugees coming from Ceylon and Singapore. We have even gone 
to the extent of offering two naval officers through the Student 
Naval Cadet Corps and 4 subordinates every year for it period of 
6 years. This also we have stated, is in addition to the price that 
we have quoted. 

62 
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3. This vessel has been originally acquired for a sum of Rs. 2-112 
crores from Italy and the ship is in working condition. As the 
Indian Navy has acquired another ship of higher speed and of modern 
technique, they wanted to dispose of it and accordingly they have 
handed it over to the Director of Supplies and Disposals who are 
only acting as agents of the Defence Department. The Director 
General of Supplies and 1;lisposals have treated this vessel in the 
same manner t?at they are disposing of the old condemned lorries 
and jeeps belonging to the Ministry. They have no mind to assess 
its value or its sea-worthy. They have not fixed any reserve price. 
In a great hurry they called for this tender and they have also ask-
ed us to keep our tender pending till 28-3-1970. Our offer is a sum 
of Rs. 12 lacs in order to be precise according to clause No. 13 and 
our real offer, as we have earlier stated was Bs. 50,000 over and 
above any other offer. Hence we have nlit made the earnest money 
deposit or the security deposit in the form of call deposits through 
Bank. The element of secrecy will be lost if we make the call de-
posits through Bank. The other tenderers can easily know the 
price of the other party. Moreover in our anxiety to get the ship 
f<ilr the national building purposes we are prepared to open an irre-
vocable letter of credit to the full value on hearing from them. In 
addition to this when we came to know that we are the successful 
tenderer on 9th February. We have further written to them that: 
we are the successful tenderer and we are prepared to open an irre-
vocable letter of credit to the full amount or if they intimate us we 
are prepared to pay earnest money deposit in any form which they 
want. They have not replied to this letter also but they have rush-
ed up the sale of the ship to a lower tenderer quoting about Rs. 9 
lacs and thus causing a loss of Rs. 3 lacs to the Public exchequer and 
a further loss to the Indian shipping and world tonnage. They have 
also made India to loss earning foreign exchange. This is a serious 
loss to the nation as well as to us who have made all arrangements 
for re-sailing the ship and for that we have also formed the neces-
sary company to run it. 

4. When these matters were brought to the attention of the Direc-
tor General of Supplies and Disposals he has directed us to the Dy. 
Director General of Supplies who is dealing with this case and he 
has suggested that as they have also corresponded with the lower 
tenderer and as there was {in apparant error in not paying due 'ltten-
tion that it deserves, they suggested that we can approach the De-
fence Department and that the Defence Departme?t bei?g the 
owners of this ship INS SHAKTI can legally at any tune wlthdraw 
the ship from the Directorate and direct the Directorate to allot the 
ship to the highest offerer of Rs. 12 lacs for the purpose of re-saiJing 
in the international waters and thus earn foreign exchange to New 
India. 
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5. We are, therefore, advised that instead of rushing up to the 
court that we should approach the Defence Department with firm 
faith that they will immediately intervene and save the ship INS 
SHAKTI from being scrapped for the immediate benefit of a few mer-
chants who have formed a ring and have quoted and they did their 
best in getting it to the prejudice of the highest offerer. There are 
enough precedents wherein the above-said department has corres-
ponded with the highest tenderer and they have been sent the con-
ditional sale orders to the highest tenderer. In this case they have 
violated all the norms of trade practices and they have chosen to 
favour the lowest as we are far away from the Capital. In these 
days of Socialist State the mere non-payment of earnest money de-
posit at the time of tender and when there are substantiating reasons 
which we have clearly referred in our covering letter, it is nothing 
but injustice if the ship is allotted to the lowest offerer to the natio-
nal loss of Rs. 3 lacs and further accruing loss to New India. 

6. Thanking you and expecting the Hon'ble Ministet to rise up 
to the occasion and order the stay of all proceedings in order to save 
the ship being scrapped.. Hence, expeditious action is requested. 
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c
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re
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c
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b
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b
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os
al
. 
T
hi
s 

~
 

a
v
al
u
at
i
o
n 
e
Vi
de
nt
l
y 
wa
s 
n
ot
 
d
o
ne
 
o
n 
t
h
e 
ba
si
s 
of
 
t
h
e 
pr
e-

...
. 

va
ll
i
n
g 
m
ar
k
et
 
va
l
ue
. 
At
 
t
h
e 
i
ns
ta
nc
e 
of
 
t
h
e 
C
o
m
mi
tt
e
e 

~
 
Mi
ni
st
r
y 
of
 
De
fe
nc
e 
h
a
v
e 
n
o
w 
r
a
c
k
n
o
n
e
d 
t
h
at
 
a 
n
e
w 

s
hi
p 
of
 
t
hi
s 
ki
n
d 
mi
g
ht
 
h
a
v
e 
c
os
t 
a
p
pr
o
xi
m
at
el
y 
Rs
. 
1.
35
 

cr
or
es
 
i
n 
19
68
. 

(i
i)
 
Al
t
h
o
u
g
h 
t
h
e 
s
hi
p 
wa
s 
de
cl
ar
e
d 
i
n 
t
h
e 
s
ur
pl
us
 
r
e
p
or
t 
as
 

se
r
vi
ce
a
bl
e,
 
it
 w
as
 
n
ot
 
m.
e
nt
i
o
ne
d 
cl
e
ar
l
y 
i
n 
t
h
e 
t
e
n
d
er
 

D
O
Uc
e. 

(i
ii
) 
T
h
e 
hi
g
he
st
 
q
u
ot
at
i
o
n 
(
Rs
. 
12
.1
H 
l
a
k
hs
) 
of
 
t
h
e 
t
e
n
d
er
er
 

w
h
o 
pr
o
p
os
e
d 
t
o 
us
e 
t
h
e 
s
hi
p 
as
 
a
n 
oc
ce
a
n 
g
oi
n
g 
ve
ss
el
 
al
l
d 

e
ar
n 
s
o
me
 
f
or
ei
g
n 
e
x
c
h
a
n
g
e 
f
or
 
t
h
e 
c
o
u
nt
r
y 
w
as
 
i
g
n
or
e
d 



19
 
3.
2
9 

S
u
p
pl
y 
De
fe
nc
e 

o
n 
t
h
e 
gr
o
u
n
d 
t
h
at
 i
t 
w
as
 
n
ot
 
ac
c
o
m
pa
ri
ie
d 
b
y 
e
ar
n
es
t 

m
o
n
e
y.
 

(i
v)
 
Al
t
h
o
u
g
h 
t
h
e 
e
xi
st
i
n
g 
i
ns
tr
u
ct
i
o
ns
 p
r
o
vi
d
e 
t
h
at
 i
n 
t
h
e 
c
as
e 

of
 
p
ur
c
h
as
es
, 
s
e
c
ur
it
y 
d
e
p
os
it
 
m
a
y 
n
ot
 
b
e 
i
ns
is
t
e
d 
u
p
o
n 
at
 

t
h
e 
di
s
cr
et
i
o
n 
of
 
t
h
e 
S
e
cr
et
ar
y 
of
 
t
h
e 
D
e
p
ar
t
m
e
nt
. 
t
h
er
e 

is
 n
o 
s
u
c
h 
pr
o
vi
si
o
n 
f
or
 
di
s
p
os
al
s.
 
H
o
w
e
v
er
, 
i
n 
t
hi
s 
c
as
e 

t
h
e 
hi
g
h
es
t 
t
e
n
d
er
er
 h
a
d 
of
fe
re
d 
t
o 
p
a
y 
t
h
e 
e
ar
n
es
t 
m
o
n
e
y 

wi
t
hi
n 
t
h
e 
st
i
p
ul
at
e
d 
p
er
i
o
d 
a
n
d 
y
et
 
it
 w
as
 
n
ot
 
t
a
k
e
n 
u
p 

wi
t
h 
hi
m.
 

(
v)
 
S
ur
pr
is
i
n
gl
y 
t
h
e 
l
et
t
er
 d
~

d
 
9t
h 
F
e
br
u
ar
y,
 
19
70
 
fr
o
m 
t
h
e 

hi
g
h
es
t 
t
e
n
d
er
er
 
a
ga
i
n 
pr
o
p
os
i
n
g 
t
o 
o
p
e
n 
a
n 
ir
r
e
v
o
c
a
bl
e 

l
et
t
er
 o
f 
cr
e
di
t 
f
or
 
t
h
e 
f
ul
l 
sa
le
 
v
al
u
e 
a
n
d 
e
ar
n
es
t 
m
o
n
e
y,
 

s
e
c
ur
it
y 
d
e
p
os
it
 
is
 s
t
at
e
d 
t
o 
h
a
v
e 
n
ot
 
b
e
e
n 
r
e
c
ei
v
e
d 
b
y 
t
h
e 

D
G
s
&
D.
 
T
h
e 
l
o
w
er
 
of
fe
r 
w
as
 
a
c
c
e
pt
e
d 
o
n 
9t
h 
M
ar
c
h,
 

19
'1
0. 

(
vi
) 
Al
t
h
o
u
g
h 
t
h
e 
hi
g
h
es
t 
t
e
n
d
er
er
 
s
u
bs
e
q
u
e
nt
l
y 
r
e
pr
es
e
nt
e
d 

t
wi
c
e 
wi
t
hi
n 
t
h
e 
v
al
i
di
t
y 
p
er
i
o
d 
of
 
hi
s 
t
e
n
d
er
, 
h
e 
w
as
 
n
9t
 

i
nf
or
m
e
d 
t
h
at
 h
i
s 
l
et
t
er
 o
f 
9t
h 
F
e
br
u
ar
y,
 
19
70
 
w
as
 
n
ot
 

r
e
c
ei
v
e
d 
a
n
d 
n
o 
c
o
nc
l
us
i
ve
 
e
n
q
ui
r
y 
w
as
 
m
a
d
e 
t
o 
as
c
er
t
ai
n 

h
o
w 
t
h
e 
l
et
t
er
 w
as
 
l
os
t.
 

T
h
e 
C
o
m
mi
tt
e
e 
d
e
pr
e
c
at
e 
t
h
e 
a
b
o
v
e 
la
ps
es
 
ir
r
e
g
ul
ar
it
i
es
 

w
hi
c
h 
gi
v
e 
e
v
er
y 
a
p
p
e
ar
a
n
c
e 
of
 
m
al
pr
a
ct
i
c
e 
a
n
d 
c
al
l 
f
or
 
t
h
or
o
u
g
h 

i
n
v
es
ti
g
at
i
o
n 
of
 
t
h
e 
m
at
t
er
 
f
or
 
a
p
pr
o
pr
i
at
e 
ac
ti
o
n.
 
T
h
e 
ac
ti
o
n 
t
a
k
e
n 

a
g
ai
ns
t 
t
h
os
e 
f
o
u
n
d 
re
s
p
o
ns
i
bl
e 
m
a
y 
b
e 
r
e
p
or
t
e
d 
t
o 
t
h
e 
C
o
m
mi
tt
e
e.
 

T
h
e 
C
o
m
mi
tt
e
e 
w
o
ul
d 
al
s
o 
s
u
g
g
es
t 
t
h
at
 G
o
v
er
n
m
e
nt
 
s
h
o
ul
d 
e
x
a
mi
n
e 

-c."1 



I 
2 

3 

2
0 

3
4
4 

S
u
p
pl
y 

4 

t
h
e 
pr
o
c
e
d
ur
es
 
f
or
 d
is
p
os
al
s 
p
ar
ti
c
ul
ar
l
y 
wi
t
h 
r
ef
er
e
n
c
e 
t
o 
va
l
ua
U
o
n,
 

m
et
h
o
d 
of
 
di
s
p
os
al
 
a
n
d 
ac
ce
pt
a
nc
e 
of
 
of
fe
rs
, 
wi
t
h 
-a 
vi
e
w 
t
o 
st
re
a
mJ
i
n,
. 

i
n
g 
t
h
e
m 
i
n·
 a 
m
a
n
n
er
 
t
h
at
 w
o
ul
d 
s
af
e
g
u
ar
d 
b
et
t
er
 
t
h
e 
fi
na
nc
ia
l 
i
n-

t
er
es
t 
of
 
G
o
v
er
n
m
e
nt
. 

A 
b
ul
k 
or
d
er
 
f
or
 
s
u
p
pl
y 
of
 
2.
4 
pr
e-
f
a
br
i
c
at
e
d 
st
e
el
 
t
u
b
ul
ar
 s
tr
u
c-

t
ur
es
 
(1
05
6 
t
o
n
ne
s)
 
w
as
 
pl
ac
e
d 
i
n 
A
u
g
us
t 
19
68
 
o
n 
a 
s
m
al
l 
sc
al
e 
u
ni
t,
 

f
or
 
d
el
i
v
er
y 
wi
t
hi
n 
4 
m
o
nt
hs
 
o
ve
rl
o
o
ki
n
g 
it
s 
li
mi
t
e
d 
ca
pa
ci
t
y.
 
T
h
e 

a
a
~
i

y
 
r
e
p
or
t 
h
a
d 
i
n
di
c
at
e
d 
t
h
at
 t
h
e 
fi
r
m 
h
a
d 
a 
pr
o
d
u
ct
i
o
n 
c
a
p
a
ci
t
y 

of
 
o
nl
y 
25
 
t
o 
30
 
t
o
n
n
es
 p
er
 
m
o
nt
h 
p
er
 
s
hi
ft
. 
It
 i
s 
di
st
r
es
si
n
g 
t
o 
fi
n
d 
c;i
 

f
ur
t
h
er
 
t
h
at
 e
v
e
n 
w
h
e
n 
s
u
bs
e
q
u
e
nt
l
y 
t
h
e 
N
at
i
o
n
al
 
S
m
al
l 
I
n
d
us
tr
i
es
 

C
or
p
or
at
i
o
n 
w
hi
l
e 
i
nt
i
m
at
i
n
g 
t
h
at
 
t
h
e 
fi
r
m 
wa
s 
e
nl
is
t
e
d 
wi
t
h 
t
h
e
m 

as
 
s
m
al
l 
sc
al
e 
u
ni
t,
 
st
at
e
d 
t
h
at
 i
t 
h
a
d 
as
s
u
m
e
d 
t
h
at
 t
h
e 
D
G
S
&
D 
h
a
d 

ve
ri
fi
e
d 
it
s 
a
nt
e
c
e
d
e
nt
s 
a
n
d 
ca
pa
ci
t
y,
 
t
h
e 
D
G
S
&
D 
di
d 
n
ot
 
w
a
k
e 
u
p.
 

I
n
de
e
d,
 
t
h
e 
D
G
S
&
D 
w
e
nt
 
o
n 
t
o 
b
es
t
o
w 
f
ur
t
h
er
 
f
a
v
o
ur
s 
a
n
d 
w
ai
v
e
d 

t
h
e 
re
c
o
ve
r
y 
of
 
t
h
e 
s
e
c
ur
it
y 
de
p
os
it
. 
T
h
e 
i
n
e
vi
t
a
bl
e 
h
a
p
p
e
n
e
d 
i
n 
a 

st
ri
ki
n
g 
ma
n
De
1"
, 
f
or
 t
h
e 
fi
r
m 
fa
il
e
d 
t
o 
s
u
p
pl
y 
e
v
e
n 
a 
si
n
gl
e 
st
r
u
ct
ur
e 

a
n
d 
t
h
e 
or
d
er
 
h
a
d 
t
o 
b
e 
c
a
n
c
el
l
e
d 
i
n 
S
e
pt
e
m
b
er
, 
19
69
. 
T
h
e 
D
G
S
&
D'
s 

f
ai
t
h 
i
n 
t
h
e 
fi
r
m 
w
as
 
st
il
l 
n
ot
 
s
h
a
k
e
n 
a
n
d 
t
h
e 
ri
s
k 
p
ur
c
h
as
e 
or
d
er
 
w
as
 

pl
ac
e
d 
o
n 
t
h
e 
s
a
m
e 
fi
r
m 
i
n 
Oc
t
o
be
r,
 
19
69
. 
A
g
ai
n 
t
h
e 
c
a
p
a
ci
t
y 
w
as
 

n
ot
 
c
he
c
ke
d.
 
T
hi
s 
ti
me
, 
h
o
we
ve
r,
 
p
a
y
m
e
nt
 
of
 
s
e
c
ur
it
y 
d
e
p
os
it
 
w
as
 

i
ns
is
t
e
d 
u
p
o
n 
a
n
d 
o
n 
t
h
e 
f
ai
l
ur
e 
of
 
t
h
e 
fi
r
m 
t
o 
c
o
m
pl
y,
 
t
h
e 
or
d
er
 
w
as
 

ca
nc
e
ne
d.
 

i 
~. 
; .

~
 



21
 

3·
45

 
-d

o-

2.2
. 

3·
46

 
Su

pp
ly

 

23
 

3·
47

 
-d

o-

A
 

fr
es

h 
te

nd
er

 
en

qu
ir

y 
w

as
 i

ss
ue

d 
in

 A
pd

l,
 1

97
0,

 a
nd

 t
he

 
st

ru
ct

ur
es

 w
er

e 
pu

rc
ha

se
d 

fr
om

 a
no

th
er

 f
ir

m
 a

t 
a 

co
st

 w
hi

ch
 w

as
 

hi
gh

er
 t

ha
n 

th
e 

or
ig

in
al

 q
uo

ta
ti

on
 o

f 
th

e 
de

fa
ul

ti
ng

 f
ir

m
 b

y 
R

s.
 1

6 

la
kh

s.
 

It
 h

as
 n

ot
 s

o 
fa

r 
be

en
 p

os
si

bl
e 

to
 r

ec
ov

er
 t

he
 e

xt
ra

 c
os

t 
a~
 

th
e 

fir
m

 i
s 

no
t 

tr
ac

ea
bl

e.
 

It
 i

s 
re

gr
et

ta
bl

e 
th

at
 t

he
 N

at
io

na
l 

Sm
al

l 
In

du
st

ri
es

 C
or

po
ra

ti
on

 w
er

e 
no

t 
in

fo
rm

ed
 o

f 
th

e 
fa

il
ur

e 
of

 t
he

 f
irm

. 
T

he
 f

ac
t 

th
at

 d
em

an
d 

no
tic

e 
fo

r 
th

e 
re

co
ve

ry
 o

f 
th

e 
ex

tr
a 

ex
pe

nd
i-

tu
re

 is
su

ed
 to

 t
he

 f
ir

m
 i

n 
M

ar
ch

, 1
97

2 
w

as
 r

ec
ei

ve
d 

ba
ck

 u
nd

el
iv

er
ed

 
w

as
 i

nt
im

at
ed

 t
o 

th
e 

C
or

po
ra

ti
on

 o
nl

y 
in

 O
ct

ob
er

, 
19

73
. 

It
 i

s 
ab

un
da

nt
ly

 
cl

ea
r 

fr
om

 
th

is
 b

ar
e 

na
rr

at
io

n 
of

 f
ac

ts
 t

ha
t 

th
e 

of
fic

ia
ls

 c
on

ce
rn

ed
 w

it
h 

th
is

 c
as

e 
sh

ow
ed

 t
hr

ou
gh

ou
t 

in
cr

ed
ib

le
 

in
di

ff
er

en
ce

 t
o 

th
e 

pu
bl

ic
 i

nt
er

es
t, 

an
d 

w
er

e 
gr

os
sl

y 
ne

gl
ig

en
t. 

T
he

 
:!

 
C

om
m

m
it

te
e 

tr
us

t 
th

at
 t

he
y 

w
il

l 
be

 b
ro

ug
ht

 t
o 

bo
ok

. 
In

 d
oi

ng
 s

o 
se

ve
re

 a
ct

io
n 

in
cl

ud
in

g 
pe

na
l 

re
co

ve
ry

 s
ho

ul
d 

be
 t

ak
en

 a
ga

in
st

 t
ho

se
 

in
lu

lg
in

g 
in

 m
al

pr
ac

tic
es

 o
f 

an
y 

ki
nd

 a
nd

 t
he

 C
om

m
it

te
e 

in
fo

rm
ed

 
of

 i
t. 

T
he

 C
om

m
it

te
e 

w
ou

ld
 a

ls
o 

aw
ai

t 
th

e 
ou

tc
om

e 
of

 t
he

 e
ff

or
ts

 
to

 r
ec

ov
er

 t
he

 e
xt

ra
 e

xp
en

di
tu

re
 f

ro
m

 t
he

 d
ef

au
lt

in
g 

fir
m

. 

T
he

 
C

om
m

it
te

e 
ar

e 
di

sp
le

as
ed

 t
ha

t 
no

 o
ne

 a
t 

th
e 

hi
gh

er
 l

ev
el

 
in

 t
he

 M
in

is
tr

y 
ap

pe
ar

s 
to

 h
av

e 
fe

lt
 a

ny
 i

nd
ig

na
tio

n 
ov

er
 s

uc
h 

co
n-

du
ct

s 
in

 o
ne

 o
f 

th
e 

M
in

is
tr

y'
s 

im
po

rt
an

t 
su

bo
rd

in
at

e 
or

ga
ni

sa
tio

ns
. 

fo
r 

ac
tio

n 
ot

he
rW

is
e 

w
ou

ld
 h

av
e 

be
en

 t
ak

en
 a

s 
so

on
 a

s 
th

e 
fa

ct
s 

ha
d 

be
en

 b
ro

ug
ht

 t
o 

th
ei

r 
no

tic
e 

by
 t

he
 A

ud
it.

 
T

ha
t 

th
is

 w
as

 n
ot

 d
on

e 
is

 d
ep

lo
ra

bl
e.

 



I 24
 

2 
3 

4 

3.
48

 
Su

pp
ly

 
T

he
 

C
om

m
it

te
e.

 a
re

 
co

nc
er

ne
d 

ov
er

 t
he

 d
el

ay
 o

f 
ab

ou
t 

th
re

e 

M
G

IP
N

D
-3

55
0 

L
S

-1
0

."
 74

-1
20

0.
 

ye
ar

s 
in

 p
ro

cu
ri

ng
 t

he
 m

at
er

ia
l 

ne
ed

ed
 v

er
y 

ur
ge

nt
ly

 f
or

 c
on

st
ru

c·
 

tio
n 

of
 fo

od
gr

ai
n 

go
do

w
ns

. 
T

he
 p

ro
ce

du
re

 f
ol

lo
w

ed
 f

or
 m

ak
in

g 
ri

sk
 

pu
rc

ha
se

s 
is

 o
bv

io
us

ly
 u

ns
at

is
fa

ct
or

y.
 

T
he

 C
om

m
itt

ee
 r

ec
al

l 
th

at
 

in
 p

ur
su

an
ce

 o
f 

an
 e

ar
lie

r 
re

co
m

m
en

da
tio

n 
th

e 
D

G
S&

D
 h

ad
 i

ss
ue

d 
in

st
ru

ct
io

ns
 i

n 
Ja

nu
ar

y,
 1

97
2 

fo
r 

th
e 

gu
id

an
ce

 o
f 

th
e 

Pu
rc

ha
se

 o
m

 .. 
ce

rs
 i

n 
th

e 
m

at
te

r 
of

 r
is

k 
pu

rc
ha

se
s 

in
 o

rd
er

 t
ha

t 
su

pp
lie

s 
m

ig
ht

 
m

at
er

ia
lis

e 
in

 t
im

e 
(p

. 
17

 o
f 

70
th

 R
ep

or
t-

5t
h 

L
ok

 S
ab

ha
).

 
T

he
 

C
om

m
itt

ee
 w

ou
ld

 l
ik

e 
G

ov
er

nm
en

t 
to

 c
ri

tic
al

ly
 r

ev
ie

w
 t

he
 p

os
iti

on
 

an
d 

ta
ke

 f
ur

th
er

 r
em

ed
ia

l m
ea

su
re

s,
 a

s 
ne

ce
ss

ar
y,

 to
 e

ns
ur

e 
th

at
 r

is
k 

pu
rc

ha
se

d 
ar

e 
co

m
pl

et
ed

 e
xp

ed
iti

ou
sl

y 
an

d 
go

od
s 

m
ad

e 
av

ai
la

bl
e 

in
 ti

m
e 

to
 th

e 
in

de
nt

in
g 

de
pa

rt
m

en
ts

. 
~
 


	001
	002
	003
	005
	007
	009
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060
	061
	062
	063
	064
	065
	066
	067
	068
	069
	070
	071
	072
	073
	074
	075
	076
	077
	078
	079
	080
	081
	082
	083
	084
	085
	086
	087
	088
	089
	090

