P.,A.C. No. 412

PUBLIC ACCOUNTS COMMITTEE
(1973-74)

(FIFTH LOK SABHA)

HUNDRED AND SEVENTEENTH REPORT

[Report of the Comptroller and Auditor General
of India for the year 1971-72, Union Government—
Civil—relating to Ministries of Labour, Rehabilitation
& Employment (Departments of Labour and Rehabili-
tation) and Supply].

LOK SABHA SECRETARIAT
NEW DELHI
April, 2974/Chaitra,” 1896 (SAKA)
Price s Rs. 1.65



LIST OF AUTHORISED AGENTS FOR THE SALE OF LOK
SABHA SECRETARIAT PUBLICATIONS

Sl
No.

Name of Agent!

Agency Sl
No. No.

Name of Agent

No.

L.

2.

3.

1

ANDHRA PRADESH

Andhra University General
Cooperative Stores Ltd.,
Waltair (Visakhspatnam)

G.R. Lakshmipathy Chetty
and Sons, General Mer-
chants and News Agents,
Newpet, Chandragisi,
Chittoor District.

ASSAM

Western Book Depot, Pan
Bazar, Gauhati.

BIHAR
Amar Kitab Ghar, Post

Box 78, Diagnonal Road,
Jamshedpur.

GUJRAT

. Vijay Stores, Station Road,

Anand.

The New Order Book Com-
pany, Ellie Bridge, Ahme-
dabad-6.

HARYANA

M/s. Prabhu Book Service,
Nai Subzimandi, Gurgson,
(Haryana).

MADHYA PRADESH

Modern Book House, Shiv
Vilas Place, Indore City. -

MAHARASHTRA *

9 ° M/s. Sunderdas Gianchand

10,

1I.

601, Girgaum Romi, Neat

Princess Street, Bombay-2.

Tne International Book
House (Private) Limived,
Mahatma

9, Ash N
Gandhi Road, Bombay-1.
The

Service, Deccan Gymkhana,
Poone-4.

L1aternationay boox

94

37

3s

63

14

13

a6

13.

14..

18.

16.

7.

19.

al.

22,

a3.

Charles Lambert & Com-
pany, 10X, Mahatma Gan-
dhi Road, Opposite Clock
Tower, Fort, Rombay.

The Current Book Houss,
Maruti Lane, Raghunath
Dadaji Street, Bombay-1.

Deccan Book Stall,
guson College,
Poona-4.

M/s. Usha Book  Depot

s85/A, Chira Bazar, Khan.
House, Girigaum Road,
Bombay-2. B.R.

Fer-
Road,

MYSORE

M/s. Peoples Book House,
S&p. Jaganmohan Place,

s0re~-1.

RAJASTHAN

Information Centre,
Government of Rajasthan,
Tripoli, Jaipur City.

UTTAR PRADESH

Swastik Industrial Works,
%9, Holi Street, Meerut
ity.

Lew Book  Company,
tS’:td(m' Patel Marg, Allahe-
=X,

WEST BENGAL

Granthaloks, $/1, Ambics
Mookherjee Road, Helghe-
" ria, 24 Pazganss.

W. Newman & Company
Lud., 3, Old Court House
Street, Calcutta.

Firma K,L. Mukhopadhyay
6/1A, Banchharam Akrur
Lane, Calcutta-12.

M/s. Mukherji Book House,
8-B,Duff Lane, Calcutta-6.

30

63

38

10




Gorrigenda to 117th Report of the Public
Accounts Committec (1973-74) precsanted
to Lok Sabha on the 13tn /jpril, 174,

Pagze = Eara

Introdue- 2
tion

9 1. 16
11 1. 18 (4iv)

12, 1,18(vi)

21 1.33
38 2, B

Line
3

23

31
14-15

oy Bead
this 18th the 18th

more of more or
reprecH- repercuss-
ssions ions
Con-Housing Construction
Scheme for of cEarters
Industrial for rvort
Workers Workers.

he the

the time at the time
remedied be remedied



CONTENTS

PAcBs
‘COMPOSITION OF THE PUELIC ACCOUNTs COMMITTEE . . . (i)
INTRODUCTION . . ™)
CHAPTER I.  Deptt. of Labour . 1
CHAPTRR II. Dep't. of Rehabilitation . 22
CaArTer III. Deptt. of Supply . . 39
APPENDICES
I. . Copy of letter dt. §-4-1961 from Regional Settlcment Oom:msuoncr,
Delhi to auction Purchaser . 58
II. Statement showing partnculars of compen.sanon clanm assocmted by
the purchaser . 59
III. Copy of letter addressed by an ‘A’ recewed by D G. S & D
on 25-3-1970 . 60
IV. Copy of letter dt. 26-3-1970 from Firm ‘A’ to Defence Minister. 62
6s

V. Summary of main Conclusions/Recommendations
PART II*

Minutes of the sittings of the Commxttce held on 24Lh and 2st.h August
and 18th October, 1973.

*Not printed. (one cyclostyled copy each laid on the Table of the House and
. five copies placed in Parliament Library).

,m L.S.—lo



PUBLIC ACCOUNTS COMMITTEE
(1973-74)

CHAIRMAN
Shri Jyotirmoy Bosu
MEMBERS

. Shri Virendra Agarwala

. Shri S. C. Besra

. Shri M. Deiveekan

. Shri C. D. Gautam

*6. Shri Pampan Gowda

. Shri Y. S. Mahajan

8. Shri Bibhuti Mishra

9. Shri H. N. Mukerjee

10. Shri Paripoornanand Painuli
11. Shri Narain Chand Parashar
12. Shri H. M. Patel

13. Shri P. Antony Reddi

14. Shri Biswanarayan Shastri
15. Shri Sunder Lal

16. Shri M. Anandam

17. Shri Golap Barbora

18. Shri Bipinpal Das

19. Shri Nawal Kishore

20. Shri P, S. Patil

21. Shri Sasankasekhar Sanyal
22, Shri Sawaisingh Sisodia
SECRETARIAT

Shri Avtar Singh Rikhy—Joint Secretary.
Shri M. S. Sundaresan—Deputy Secretary.
Shri T. R. Krishnamachari—Under Secretary.

LI R X

-3

*Elected on 29-11-73 vice Shri D. S. Afzalpurkar died.
- W o -~

- R -



INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee do 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 Government (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 II* 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 Derni; JYOTIRMOY BOSU.
March 29, 1974. Chairman,
Chaitra 8, 1895 (S). Public Accounts Committee.

each laid on the Table of the House and five

*Not printed (one cyclostyled co
copies placed in the Parliament Librar%



CHAPTER I

MINISTRY OF LABOUR, REHABILITATION AND
EMPLOYMENT

(DEPARTMENT OF LABOUR)
Housing for dock workers—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 and 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-
tional 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 compulsory contri-
butions to this fund by registered employers, levied under Dock
Workers (Regulation 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. Under this scheme financial assistance in the shape of 35 per
cent loan and 20 per cent subsidy of the actual cost of construction
including cost of land, subject to the ceiling cost per unit, was ad-
missible. Prescribed accommodation in each unit was 232 sq. ft. in
-double storeyed buildings, and 212 sq. ft. in multi-storeyed buildings.

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

" Dock Labour umber Number Construc- Number Percent- Percent-
Board of regis- of units  tion star- of units ageof  age of
tered proposed  ted in construc-  units worker
workers  to be con- ted construc- provided
on 1st Jan. structed ted with
1972. . houses
Bomtay 4,730 2,070 1966 352* 17 74
Calcutta 14,288 ‘2,176 1964 384 18 2+ 69
Madras . . 2,387 870 1964 - 420 48 17.6
Visakhapatnam 1,341 516 1968 264 @ 51 20
Cochin .- 1,719 388 Nil
Mormugao Co. 2,967 452 Nil
Kandla . 450 Nil
ToTAL 27,882 6,472 . 1,420 ‘22 51

1.5. It was originally thought that houses for about 25 per cent
of the registered workers would be constructed under this scheme
by March, 1966. It will,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 and
houses were actually constructed during those years for only about
'S 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 by the Dock
Labour Boards, amount spent by them from their own resources,
ceiling cost and actual cost per unit for 1188 units (out of 1420
units mentioned above) are shown at page 3.

#56 6 houses were constructed by the Bombay Dock Labour Board before the scheme
came into being. With these houses 19-4 per cent of the workers have been pro vided.
@ Excludes low cost houses.

¥ e
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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 Visakhapatnam, due to actual cost of construc-
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 co-operative societies. Out of 2.30 lakh houses sanction-
d 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) con-

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. 27.58 lakhs. Under the scheme houses
have been constructed for only about 5 per cent of the dock lab-
ourers, According to ‘the Reports on Survey of Labour Conditions
'1960-63, save 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 1971-72—Union Government
(Civil) ]

1.10. The Committee desired to know the number of registered
‘workers, number of housing units proposed to e constructed for



5

‘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 3lst March, 1973.
The Ministry of Labour furnished the following particulars:—

“Name of the Dock No. of No.of Construc- No. of Jercentage Percentage
Labour Board Regd. units pro- tion star-  units con- of units of workers

workers  posed ted in  structed construc- 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 27
Madras . 2077 870 1964 420 48 202

Visakhapatnam 1066 516 1968 264 ST 24°79

.Cochin . 1793 388

.Marmagoa . 2854 452

‘Kandla . 488

ToTAL . —2;;0—7_——6:7—2———.-—-___;12;———_2—2-———5;,2—8—

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...... In 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 apart from this assistance and what we
can raise by levy we have ni. other source of income.”

1.13. The Committee desired 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 Labpur Boards in finding finances for their
share 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
of a provision of Rs. 1.50 crores during the Fourth Five Year Plan
period is Rs. 38,36,894.50.” During evidence 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 been made.”
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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) Acute 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:

— ——— S 2 4 . et i i —

“Nam: 'cof the Dack Labour Board Rate of present welfare levy.

Caleutta .. .. . 16%

Bombey T GIR o i a8 Pk
‘Workers)

Madras 509% of the presumptive time
rate wages.

Visakhapatnam 509,

Kandla - 5%

Cochin . . 25%

Marmagoa . 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 ports 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 Geferal 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 days of minimum guarantee of wages to a particu-
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 nesult 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 Bodies 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
33'per cent (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>d
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) and 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 Commission suggested
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 and 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 186-69 to 20-6-1969. The conference consi-
dered the proposal and recommended that the Dock
Labour Boards should be provided with 100 per cent
assistance for the purpose by the Department of Labour
and Employment—50 per cent loan and 50 per cent sub-
sidy.
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(iii) On 26-3-1970, a meeting was held in the Planning Com-
mission 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 and Employment

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: —

“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 considered 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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that time also we approached the Planning Commission that just
as the State Governments and the Local Bodies 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
33 per cent (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>d
to the Planning Commission that the time has now come to raise
the pattern of assistance to 100 per cent ie. 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) and 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 Commission suggested
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 and 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 that the Dock
Labour Boards should bhe provided with 100 per cent
assistance for the purpose by the Department of Labour
and Employment—50 per cent loan and 50 per cent sub-.
sidy.
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(iii) On 26-3-1970, a meeting was held in the Planning Com-
mission to discuss the proposal for additional assistance
and the representatives of Planning Commission, Depart-
ment of Works, Housing and Urban Development, Minist
of Finance and Department of Labour and Employment

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: —

“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 considered 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
1871-72 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 considered further in an inter-departmentat
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 Industrial
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
Scheme 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-
ernment|Housing Boards concerned, on the basis of the
facts and figures.

(8) It would not be feasible to extend the scope of 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 basig of the above recommendation, orders were issued on
15.6.1971 liberalising the pattern of assistance from 35 per cent loan
and 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 Ly 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
sonstruction 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 various ports. The Department furnished fol-
lowing information:

“According 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-roomed houses
Double Storeyed Multi-storeyed

Accommodation
) Living room . - 204 sq. ft. 184 sq.ft.
(ii ) Multi-purpose room including kitchen f
(iii) Bath room . 16 8q. ft. 16 sq. ft.
(iv) Latrine . . . . . . 12 3q. ft. 12 3q. ft.
ToTAaL . . . . . . 232 sq. ft. 212 sq. ft.

Nots : (i) The floor arcas mentioned above arc 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 the area 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.

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

Overall Ceiling Costs

_ Ceiling Cost
Name of the City Multi-storeyed Double storeyed
Rs. Rs.

Bombay 6,400 5,350
Calcutta 6,400 5,35
Madras 4,350 4,350
Cochin . . 3,850 3,850
Visakhapatnam . 4,030

4,050

N.B. The over all ceiling cost 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 the city Ceiling Cost (as revised w.e.f. 1-4-1967)

Multi-storeyed Double storeyed
Rs. Rs.
Bombay 8,450 7,100
Calcutta 8,450 7,100
Madras 6,750 6,200
Cochin 6,750 6,200
Visakhapatnam 6,750 5,550
Mormugso . . 6,750 5,100

' There hag been no change in the specifications.”

1.20 The Committee enquired whether the ceiling, cost 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 of construction

and hence the matter of further enhancement of ceiling cost was
considered.”
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1.21 Explaining the action taken by the Department of Labour to
get the ceiling cost revised, the Department stated in a note:

[

- L] * L »

(ii) On 17.5.1968, it was brought to the notice of the Ministry

(iii)

(iv)

of Works, Housing and 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.

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. After discussion, 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
Department|Housing Boards in the States concerned.

In June 1971, after taking account 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

i 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 different 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
furnish this information in respect of Madrag & 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:—

1. R.R. stone for masonry . . . . - 73%
2. Sand{ . . . . . . . . . 889
3. Graaite chips 1/2* to 34" . . . . 67%
4. Bricks . . . . . . . . . 64%
5. Wood . . . . . . . . . 60%
6. MS.rods . . . . . . . . 8%
7. Cement . . . . . . . . . 45%
8. Labour charges .

(1) Mason . . . . . . 609

(2) Mazdoors . R 75%

(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 Bohrds was non-
availability of land. The Secretary replied: “The land problem, that
is, acquiring land for this purpose has been solved every where
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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 Madras 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
difficulties over the last three|four years. As I explained earlier,
it was necessary for the Government to give them loan to the extent
of 6|7 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 thig activity much as they would have liked to.”

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

(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 four|five 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 four|five 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 nol
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 Chairman,
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 basis 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 pull 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 that respect............ in any case,
when they find themselves 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 advance consic!er-
able loans in order to enable them to fulfill their statutory require-

ments and also in order to reduce the surplus dock labour 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 imple~
mented since its inception 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 lakhs (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 cemnt) could
be constructed for the Dock labour upto March 1973 reveals very
basic neglect and/or weakness in the scheme itseif.

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 Boards, 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 Housing Minister's Conferene held in June 1969 recommended
similar treatment for the Dock Workers’ which was reiterated by
the Central Wage Board for Port & Dock Workers in December 1969.
These recommendations were, however, not accepted by th Planning
Commission and the Ministry of Works and Housing. It was only in
June 1971, it was agreed after further consideration, to liberalise fhe
assistance to provide for 50 per cent loan and 25 per cent subsidy
of the actual cost of construction or the ceiling cost under subfidised
Industrial Housing Scheme, whichever was less. This liberalisation
did not improve the position in as much as during 1972-73 there was no
addition to the houses constructed under the Scheme. The (:Jo'mmittee
have been informed that the question of further liberalising 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-
Jmission in the context of the Fifth Plan proposals. The Committee

very much desire that Government should come to an early decision
Ain 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-
tion turned 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 high. It was only in June 1971, after a lapse of long 4 years,
.the Ministry of Works & Housing took up the question of further
revision of the ceiling. Although in February 1973 it was revised for
the Subsidised Housing Scheme for Industria] Workers the question
of extending it tv the housing scheme for Dock Workers is surpris-
.ingly still under examination. The Committee desire that there should
be no further delay in the matter.

1.30. In view of continuous rise in cost of construction the Com-
mittee suggest 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
not 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 the 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 Visakhapatnam. 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 guestion of purchasing land
from Calcutta Port Commissioners was taken up by them, 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 the 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,

132, The Committee desire the Dock Labour Boards at Cochin,
Mormugao and Kandla who have not yet made a beginning towards
construction 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 uniform 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 expenditure on
housing of the workers was taken into account. In any case in view
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 comsidered, Further,
as thre is wide disparity in the levy some guidelines as to the mini-
mum welfare measures to be provided by the Labour Boards appear
called for, S e

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 aftairs,
which they deprecate.



CHAPTER 11

DEPARTMENT OF REHABILITATION
Sale of an evacuee property
Audit Paragraph

An evacuee property comprising of six shops on the ground floor,
a hotel on the first floor and out-houses at the back, situated in
Connaught Place was acquired in June 1855 under the Displaced
Persons (Compensation and Rehabilitation) Act 1954. The Regional
Settlement Commissioner, New Delhi, decided to sell it by nublic
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 on 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:—

(i) As per rules and terms of auction notice, 10 per cent of
the bid money should have been deposited by the success-
ful bidder 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

was 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 displaced persons
whose verified compensation claims (for immovable pro-
perties left in Pakistan in their names) did not cover the
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(iv)

(v)

(vi)

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

As per the terms of the auction notice, earnest money
could be forfeited if the auction purchaser failed to
deposit the balance price within 15 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,

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,

It was further observed that in the case of another claim
of Rs. 60,654 associated by the purchaser, a sum of Rs.
43645 was adjusted on 14th November, 1968 and the
balance of Rs. 17,009 was paid by cheque on 24th Decem-
ber, 1968.

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 18}[!18
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 34 of the Report of Comptroller & Auditor General of
India for 1971-72—Union Government (Civil)]

24. 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 wag 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. . Rs. 3,68,400
The net value of structure . . . .. Rs. 2,49,523

ToTAL . . . Rs. 6,17,923

According to the valuation sheet of thig 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 ‘A’, 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 wag auctioned in March, 1961.
Explaining the reasons for delay in auctioning, the Secretary to the
Department replied: “For 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: “It 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, 8 years after its evaluation.”
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2.6. The Committee asked whether value of the property had not
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 might assume that over a period of time,
the land value would go up and some depreciation of the buflt pro-
perty will take place.” The Committee desired to know the esti-
mated increase in the value of this property during these 3 years.
The Ministry furnished the following information:—

“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 excesé
numerical value of which would be taken to bei—

40
Rs. 3:683400 X —— =Rs. 13479360;""

100

L L L]

The plinth area rate for buildings was revised in the year

1959 which was 15 per cent higher than the rates adopted’
in the year 1957 subject to usual deduction of depregia-
tion upto 1959. Thus the enhancement in the building
value over the value of 1957 could be taken to be ftb?ut
12 per cent. This gives the increase in the building

value...... as per details below:—
12
Rs. 2,49,523 X —— Rs. 29,943/-
100
* » *
Thus the value of the Block in......portion A e in:

the year 1961, when the property was sold in auction fol--
lowing necessary enhancement, works out as under:—

Portion* A

Rs. 3,68,422

]éiﬂgncemni . . . l;:s. ;,:;,ggg
ildi . . 8. 2,49,

g:gad;cngmen{ . . . Rs. 29,943

Rs. 7,95,226

ToTAL
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2.7, The Committee pointed out that the concessions granted to
the non-claimants by the Govt. regarding association of claimg of
others for making payment vide Press note dated the 21st January,
1961 which was endorsed to all Regional Settlement Officers and the
ordes dated the 8th February, 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. We 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 claimantg was
actually issued on 21-1-1961. It appears that it was not available to
the 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 Government. The Secretary replied:
“It is also possible, as I submitted that by the time this notice was

sent to the press, this 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: “That has to be
regretted. Part of the explanation may be in the fact that the
notice was printed earlier.”

29. 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-I|60(Comp) dated 21-1-1961,
(copies of which were endorsed to all Regional Settle-
ment Commissioners) was received 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)|Acctts|RSCD|61 dated 28-1-1961.

As regards the instructions contained in the Chief Settlement
Commissioner’'s Memorandum No. 15(27)|Policy-I|60
(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)|Acctts.|
RSCD|61 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 properties are drawn
up sufficiently in advance of the date of auction, so that there is
enough time for proper publicity, as required 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 the auction notices/posters.”

To a question, when the auction notices|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 liberalised
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 and, the highest
bid of Rs. 6.50 lakhs was duly accepted, the bid acceptance letter
(Appendix I) was issued to the auction purchaser 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.15-4-1961 that he could associate the compen-
sation claims of other persons for 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 noteé dated 21-1-1961, instructions issued by
the Chief Settlement Commissioner vide Memo dated 8-2-61, ‘nter
alia, stated that pending 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 15-4-61 to the auction purchaser.”

2.12. The Committee desired to know the details of extensions
granted to purchaser 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:zary 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.
562,500 (Rs. 62500 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, ie. 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 associates 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-



pl}
. ment of purchase money or associating claims in lieu

thereof:—
Date of request of Date of grant of ex- Duration of Bx- Reasons for granl: of ex-
the auction pur-  tension by thr Re-  tension. tension
cheers for extension gional Settlement
Commisgioner
21-6-15€1 6-7-1461 Upto 31-7-61 - The autcion puschaser
. siibmittéd claims for
31-7-1961 10-8-1961 Upto 16-8-61 part price and asked

for extensions for. pay-
ment of the balance pric®

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 wiz.,, 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, 1862, 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. 24191 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 tendered in June, 1961 for Rs. 60,657
and the shortfall of Rs. 17,008.79 was made good in
Displaced Persons (C&R) Rules, 1955.”

The accentance of the payments subsequent to 16-8-61 in thesz
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 16-8-1961. “In this particular
case he was informed he could associate but the general concession
which was issued first in the press note and later confirmed was
extended from time to time and continued to be extended till 31st
January, 1970.” The Committee asked who was the officer em~
powered to grant further extensions. The Secretary replied: “It 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 payment
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 heen
decided 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 indemnity 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.” g

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, Shri 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 D.D.A. was advised on 10-8-1965 that, as the full
value of property had been recovered and the property 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

s 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 Shri........ , although the property
had only been transferred to the purchaser ‘provisionally’.
The words ‘permanent transfer’ of a property 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 far.”

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
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of the region. In one or two cases it was found, on consulta‘acm with
the regional office, that the claim had been used up and was not
available for adjustment of the amount originally entered in the
“statement 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 verified claims were to

be shown at the time of auction. The claims associated by
the purchasers were verified claims in the sense that there
were orders in respect of them under the Displaced per-
sons (Claims) Act, 1950, regarding verification. However,
the verification 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 available fully and be in that
sense a bogus claim. In respect of the verified claim of
Rs. 11,04750 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 20th 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 Rs. 60,654 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: —

The association papers were sent to the Regional
Settlement Commissioner (Sales Unit) by Ministry of
Supply, with their letter dated 21st June, 61, which was
received on 22nd June, 1961. The Managing Officer (Sales
Unit) in the office of the Regional Settlement Commis-
sioner sent the necessary proposal on 15th March, 1962 for
adjustment of Rs. 60,657|- (actual amount mentioned in
the association papers was Rs. 60,560|-) to the Assistant
Settlement Officer dealing with the Compenfation file in
the office of the Regional Seftlement Commissioner for
carrying out the adjustment........ This was followed 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-
+- ment Officer and a compensation bill was prepared on 25th
July, 1962 with the following adjustment:—

i) To_tal amount of compensation due . . . Rs. 1,47,020 -
{ii) Adjustments made :—
() Arrears of rent of the property known as “Army

Press”, Delhi . . . . . . . i&ks. 75,000~
(b) Arrears of reat of property No. 1 724(old) {383- k
1389 (new) Delhi . . . . . Rs. 72,000~
Total Rs. 1,47,020 -
(ii) Balance compcnsation due to the claimant, Shri... . Rs. Nil

Thus no adjustment towards the value of property known as
‘N Block’ property in the purchase of which the claimant
had associated to the extent of Rs. 60,657|-, could be made.
However, it appears that the necessary intimation to the
effect that the total amount of compensation had been ex-
hausted towards adjustment of public dues as above and
that no compensation was available for adjustment to-
wards the cost of property, was not sent by the Assistant
Settlement Officer, to the Managing Officer and' the sale
file of the Managing Officer continued to show that the
adjustment of Rs. 60,657|- was pending and the Managing
officer continued to send reminders. Ultimately, a letter
dated 12th June, 1967, was received by the Managing offi-
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 available 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 calling upon him to deposit the sum
of Rs. 60,654|- 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 adjustment made in
the compensation file No. D|GM|64946 of Shri........ The
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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 Ms.....
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 3lst
August, 1968 that the Managing Officer (Rent) submitted
a detailed report showing that the claimant Shri........
was entitled to the refund of Rs. 43,645.21 on account of
rent collected from him in excess in respect of property
No...... On the refund being sanctioned, this amount
became evailable for adjustment towards the association
of this claim in respect of the property—N’ 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-
flcation (adjustment) of the claim of Shri...... was
due to lack of coordination between the Manag-
ing Officer (Sales Unit) and 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 hecause its copy was neither
available on the property “le nor on the records of the
Rent Recovery Branch. T is order was brought to the
notice of the Managing Off er (Rent) only ih April, 1967,
by Shri ........ (Claime**' when he was contacted for
payment of the arrears o’ rent by the Rent Recovery

Squa .” N
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2.20. The Committee referred to snother claim amounting to
Rs. 1.43 lakhs and enquired as to why it was pending adjustment.
The Secretary replied: “The amount is pending in the sense that
we have verified the claim to be Rs. 1,43,000, but this claim is pend-
ing appeal by the Government in the Supreme Court. The appeal
Is not that the claim is not Rs, 1,43,000; it is. But the party had
gone to the High Court claiming a higher amount and the High
Court’s decision has not gone in favour of the Government. There-
fore, Government have appealed against that to the Supreme Court.
But our own statement of account shows that Rs. 1,43,00¢ are 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. 43,296/, 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
at 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. 143,396.24, from
C.AF. No. P|GSP|12281 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
effcrts to realise interest on the delayed payments irom the pur-
chaser. The Secretary replied: “We had not done that. 'We wx.ll
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 auction: the recovery of the purchase
price and grant of extension of tirhe in the period of payment etc.
is 1aid down in rule 90 of the Displaced Persons (Compensation and
Rehabilitation) Rules, 1955. There is no provision in this rule for
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«charging of interest, unlike rule 28 in Chapter V which relates to
Ppayment of compensation by transfer of acquired evacuee proper-

ties.”

2.23. The Commiitee take a serious view of the various lapses in
disposing of the evacuge property situated at such a cemtral com-
meicial locality viz., Cannaught Place, New Delhi. The property
was evaluated in November, 1957 as worth Rs. 5.5 lakhs. However,
an attempt was made only in December, 1960 to auction it, which
was not successful. It was finally auctioned in March, 191 and it
feiched Rs. 6.25 lakhs. Regrettzbly the property was not re-evalated
before this auction. The Committee desire that the responsibility
for this lapse should be fixed. At the instance of the Commitiee, the
Ministry have now rackoned that the value of the property at the
time of auction would have bzen at least Rs. 7.95 lakhs. Thus it had
bzen dispesed of for a much lower price.

2.24. The concessional terms for payment of price hy a sucialing
claims of displaced persons were extended to the unon-claimants as
ver a Press note issued by the Government on 21st January, 1961
followzd by detailed instructions issued by the Chief Settlement
‘Commissioner on 8th February, 1961. Although copies of these were
received in the office of the Resional Settlement Commissioner on
23rd Janaury and 9th Februarly, 1961 respectively. the concessional
terms for payment were not included in the auction notice in respect
of this property published on 24th February, 1961, nor were these
announced at the time of auction held on 16th March, 1961...The
‘Committee are distre:sed that no explanation is forthcoming from
the records for the frilure to do so. Tho nratter requires investiga-
tion as surely the concession could have attracted a beiter price.

2.25. A letter of acceptance was issued on the 5th April, 1961 to
the successful bidder (a non-claimant) to deposit the belance 90 per
cent amount (after deducting the earncst 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 displaced
persons for payment of the balance amo.at by adjustment against
sueh elaims. Strangely enough there is again no record available
ebout the circumstances leading to the issue of this letter. Although
‘the purchaser did not make payment within 15 days as stipulated
no action was taken by the Regional Settlement Commissianer till
‘5th June, 1961 when he extended time-Hmit by 15 days. What is
‘more he exceeded his authority and granted further extensions upto
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16th August, 1961. The Commitiee take a serious view of this un-
due solicitude shown to the purchaser by this efficer. The property
was provisionally handed over (o the purchaser in March, 1862 but
there is no record to indicate whether any indemnity bond was
taken from him as required in terms of the instructions issued by
Government in 1956. The Committee are unhappy to note that the
' Delhi Development Authority were addressed by the Regional Set-
- tlement Commissioner in 1985 to issue a copy of lease-deed to the
- purchaser informing them that the property had been transferred to
the purchaser permanently, although in fact it had been transferred
only provisionally. The Committee feel that there is a prima facie
case for an enquiry with a view to fixing re-;onsibility 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 by the purchaser. A
claim to the extent of Rs. 11.047 was on verification found to be
bogus as no money was available in the accounts for adjustment.
Strengely enough no endorsement regarding the money already
utilised by him is made on the document kept with ihe claimant.
As against another claim for Rs. 60,657, adjustment of R-. 43,645
only could be made and that too after 7 years. The shortfall was
thereafter made good in cach. The delay in adjustment was admit-
tedly due to lack of coordination between the Managing Officer
(Sales Unit) and the Assistant 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 is surprising 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 case has been sub judice since December, 1962
on a writ petition of claimant for enhancement of the claim. 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 law
that the adjustment of the amount towards the purchase of property
in question may not be objectionable and that it is desirable to
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. '

EY



: CHAPTER Il

MINISTRY OF SUPPLY
(A) Disposal of Fleet 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 a 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 Dispcsals, as far as practicable stores
of book value of Rs. 50,000 and above should generally be inspected
by an inspecton 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. Inspection 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.

34. 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
inter 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



40

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 money|security deposit. The fourth highest.
offer of ‘B’, which was supported by earnest money/security deposit,
for Rs. 9.68 lakhs was accepted. ‘B’ had stated that it would dis-
mantle the ship ahd not use it as a sea going vessel, and wanted 45
working days for removal of the ship after delivery.

36. 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
offered to open an irrevocable letter of credit for the full sale value
and earnest money|security deposit. It also explained that it had
not deposited the earnest money|security deposit, alongwith the
tender as other tenderers would thereby come to know of its qiiota-
tion and secrecy of the offer would be lost. Its letter of February
1970 was stated not to have been received in the Directorate General
of Supplies and Disposals.

3.7. The sale release order was issued by the Directorate General,
Supplies and Dispo<als, to ‘B’ on 31st March, 1970 on the conditions
that (i) customs duty would be paid by ‘B’ direct to the customs
authorities and receipt produced to stock holder bv 23rd April. 1970
for taking delivery of the ship and (ii) the ship must be remcved
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
attractive offers are received which happen nct 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
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earnest money and security deposit. Had that been done in this
csse, Government would have gained. It may be mentioned that
the existing instructions provide that in the case of purchases secu-
rity deposit may not be insisted upon at the discretion of the Secre-
tary of the Department. However, there is no such provision for
disposals.

[Paragraph 37 of C&A.G.’s Report for 1971-72—Union Government
(CGivil).]

3.10. During the course of evidence the representative of the
Ministry of Defence said: “The ship was bought in 1953 for Rs. 48.81
lakhs. 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 depreciates
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 because 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
by the Navy from the British Government were paid at book value.
the witness replied, “The value is determined by the seller. We
were in the hands of the seller 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 whetl’ller'
the same formula was applied in this case, the mpresentat{ve
replied: “I understand the same formula was applied while arriv-
ing at the value of Rs. 14 lakhs.” Asked if a rew vegsel of the size
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 o.nly 2 years
are left, then it will be one-tenth.” Asked if in this case, the
Market value was taken into consideration, the witnessf stated'i
e the tvpe of method used, Sir. This was professiona
OT;:zr:r a:valuatidrf." The Committee desired to know the cost of
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.4 new ship like LLN.S. Shakti if it were to be built in 1968. In a
note the Ministry of Defence stated: “It is very difficult 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 effort, 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 dcne 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 conditicn given 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 “with a view to
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better.ut.ilisation of surplus stcres by Government Departments and
other priority indentors the Commodity Directorate concerned
should, 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 indentors to whom the available stores are to
be 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
special cases by writing demi-official letters and|or by issuing cir-
culars pointing out the uses to which the surplus stores could be put
% 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-
ticn (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-
vi~g 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 was 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 Sl.nipping apd
Transport but also any other people. That question did not arise

at all.”

3.13. The Committee enquired whether the Directorate G:eneral
of Supplies and Disposals worked out any reserve pr‘i‘ce for d:spoti:i
The Secretary to the Department of Supply said: .There are
methods of disposal—tender and auction. In _auctmn a reser:e
pric2 is kept while in tender no reserve price is kept be:ause ;::
tender quotations are examined and passed from headquar u-ars. .
auction we have to decide at the spot. They fix a guiding price. o:t'
tenders it is not done. Though the rules provide you can dg' soc;s; 4
is not done. We have a guiding line as book value at t‘he 155 -
level. We have from past experience seen that many time article

get sold at less than book value.” I
3550 LS—4. : 4
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3.14. The Committee wanted to know why in the tender notice
it was 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 had
intimated under the column present condition of stores serviceable
to be sold on ‘as-is-where-is basis’ ”. 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 lie.
They shall be removed by the Buyer with all faults and
notwithstanding any error or mis-statements of descrip-
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 2
considerable nature. In particular the description of 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 any such description. The. Buyer
should satisfy himself thoroughly 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 defécts and faults whether render-
ing the goods unmerchantable 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 tenders received
were rejected, the Secretary replied: “Because of security money.
M|s . .. .(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 ‘B’ 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 M/s. .... (firm ‘B’). The offer you
have referred to is not covered by earnest money and security
deposit. Once you have made offer you cannot withdraw till 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 .C._eylon and
Singapore, while transporting them at subs:dlsed. rates
to our neighbouring islands of Andaman and Nicobar,
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. .

ave also a plan to make the illiterate and 'terate' peo-

@ ]‘ﬁ: lt:f unemplo?ed 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 is 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 demand in the Overseas Mar-

ket and this also will serve as the training school for the
unemployed Youth of New India.

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 fractign in the world tonnage.

4

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 Special 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 tender, 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 replied:
“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? T have gone through entire correspondence.
Immediately after the tender was opened or on the next day he
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 oﬁe:r
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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]?epartment 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 tenders. And that would have been my judg-
ment at that time. So far as the question of its being sea-worthy
or its being used for commercial purposes is concerned, that is a
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 somébody that re-negotiation should be done.
May be, we might or might not have lost in our tonnage. I do not

know that. Had 1 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]|536718/73 Naval Ship
INS Sakti and our letter February Ninth - offering full
letter of credit and flying over here on 12th Understard
Misehievious 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........ v

3.20. The telegram was followed by a letter dated 25th March,
1970 (Appendix IIT). Asked why the Department hastened to issue
acceptance letter on 9th March, 1970, when the offers. were open till
98th March, 1970, the Secretary, Department of Supply replied:
“There is nothing 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.”

39]1. The Committee desired to know whether any investigatian
had been made into non-receipt of letter dated 9th February, 1970
from Firm ‘A’ referred to in their telegram dated the 18th March.
1970 and subsequent letter received by DGS&D on 2§th IMarch, 1970.
The Department stated in “a note that it is not possible’ to make an
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investigation in the matter without the exact date of issue of letter
stated to have been sent by M/s........ (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 ard 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 M/s.....
(Firm ‘B’) with the issue of sale letter on 9th March, 1970, no action
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, 1870
(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: R

“The offer of Firm ‘B’ 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 does 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
G?ngrgl Conditions of Contract (58-59/c). If the ship is not claimed
within three weeks of the date fixed for delivery/removal, 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 second 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:
* * * 4

“(3) The offer of Rs. 12,01,115 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 liable to pay any
customs duty. On the other hand, M/s........ (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,
herefore, they would be partinrg with a sum greater than the offer
from M/s........ (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 M/s.......... (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 sida_e is quite diffe-
rent from that obtaining on the disposal side. The ques-
tion whether a security deposit should be obtained and if
$o0, the amount thereof is considered with r?ference to the
merits of each case, depending upon various c_onsidera-
tions, such as, whether the firm is registered w:th' .the
DGS&D, what ' is its past performance, whether it is a
small scale unit etc. On the disposa:l side, howe;er. f-taer(;
nest .money/gecurity deposit is rqulred to be- ﬁ:posnx"i ed
by a tenderer alongwith the tender in terms of the te
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enquiry. This rule, therefore, operates uniformly for al¥
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 heenr
taken to improve the procedure. The Secretary replied: “Today as:
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 internal
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 scrutiry
should be exercised.”

3.27. The Committee asked whether the case did not deserve &
probe about the bona fides of the officers, the Secretary stated: “So-
far as suspicion is concerned, I have gone through the papers very
carefully and I have not come across any paper on that file which
may give an impression that somebody might have deliberately
done a mischief. 1 find that the Finance Ministry has been consult-
ed. Nobody has raised any objection at any stage in this case. All
precautions have been taken and. Governmental procedures of con-

sulting various people, so that checks and counter-checks should be-
there, have been adopted.”

3.28. The Committee deeply regret that the manner in which-
INS SHAKTY, a serviteable fleet tanker of Indian Navy was dis--
“posed of in 1970 as scrap at a low price of Rs. 9.68 lakhs, was not at.
all pusiness-like or in the interest of the State for the following:
reasons:
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(i) The ship was purchased for Rs. 48.81 lakhs in 1953, Accor-
ding to Navy Rules its book value, after allowing for
4 per cent derreciation, 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 dispo:al. This
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 and
earn some foreign exchange for the country was ignored
on the ground that it was not accompanied by earnest
money,

(lv) 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 case
the highest tenderer had offered to pay the earnest money
within the stipulated period and yet it was not taken np
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/
security deposit is stated to have not been received hy the
DGS&D. The lower offer was accepted on 9th March,
1970.

(vi) Although the highest tenderer subsequently represented
twice within the validity period of his tender, he was not
informed that his letter of 9th February, 1970 was not
received and no conclusive enquiry was mede to ascertain

_how the letter was lost.

3.29. The Committee deprecate the above lapses/irregularities
which give évery appearance of malpractice and call for thorough
investigation of the matter for appropriate action. The action taken
against those found responsible may be reported to the Committee.



52

The Committee would also suggest that Government should exatnine
the procedures for disposals particularly with reference to valuation,
method of disposal and acceptance of offers, with a view to streamlin-
ing them in a manner that would safeguard better the financial 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) wers much higher, the
Director General, Supplies and Disposals, placed 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 deposit. 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 report 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 tc that report, the firm had two qualified engineers and
only thirty skilled labourers and its production capacity was 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 portel 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 deliverv
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, 1969 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, 1870 at its
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 lakhs,

¢

3.35. Firm ‘B’ completed supply of the structures in July, 1971.
Thus, there was delay of about 3 years in procuring the.ltructures
which were urgently needed. To that extent construction of the

foodgrain godowns was delayed.

[Paragraph 38 of C&AG’s Repert 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 lowe-
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 representative of the Department stated
that “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. In July, 1968 the Department of Supply had obtained capa-
‘city Report from their Inspector on the firm ‘A’ 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 the firm 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
not made to find out whether this firm could complete the work
within ‘the stipulated period, the representative of the Department.
.replied: “The examination of the papers shows that while making
the purchase proposals they (officers). had been influenced by the
fact that they ( the firm) would be able to deliver the goods within
the stipulated period in the contract. They lost sight of the fact
that the ‘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 file, 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 addressed 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 cen-
cerned, we have also got a list (25 to 30 tonnes per shift per month).
But, subsequent to this letter, with the information availaklz, 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 mistak.es.
the representative replied: “The purchase proposals etc., are.bemg
given to the officers and the officers check that up. If thgre 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.”

41. The Comnmiittee desired to know why the risk pur.chase
'ord::_-r was placed again on the same firm irf October, 1969 without
verification of its capacity and after having known its performance
in the past as it had delayed supplg; oft 2 sttructurea; b};l 3n ;::ntt::
i supply structures. n .

geiaﬁ:fs:: ec?fﬁ;u;f);ll;dstﬁed: pp“As_ already subm'itted during evi-
dence, there has been an error of judgement in th}s case. There i1:,
‘nothing on record for not -calling for fresh capacity report on the
firm. Order for the entire quantity was placed on the defaulter
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firm in order nct 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 t{o bz 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 security deposit against the risk purchae
order placed on it on 31st October, 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
3-10-1973.

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, 1973 and
14th August, 1973 to intimate the standing 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 Companies, 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”.

3.44. A bulk order for supply of 24 pre-fabricated steel tubular
structures (1056 tonnes) was placed in August, 1968 on a small scale
unit, for delivery within 4 months overlooking its limited capacity.
The capacity report had indicated that the firm had a production
capacity of only 25 to 30 tonnes per month per shift. 1t is distressing
to find further that even when subsequently the National Small In-
dustries Corporation while intimating that the firm was enlisted with
them as small scale unit, stated that it had assumed that the DGS&D
had verified its antecedents and capacity, 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 hap-
pened in a striking manner, for the firm failed to supply even =a
single structure and the order had to be cancelled in -September
1969. The DGS&D’s faith in the firm was still not shaken and the
risk purchase order was placed on the same firm in October, 1869.
Again the capacity was not checked. This time, however, payment
of security deposit was insisted upon and on the failure of the firm
to comply, the order was cancelled.
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3.45. A fresh tender enquiry was issued in April, 197¢. and the
structures were purchased from anmother firm at a cost which was
higher than the original quotation of the defaulting firm by Rs. 16
lakhs. It has not so far been possible to recover the extra cost as
the firm is not traceable. It is regrettable that the National Small
Industries Corporation were not informed of the failure of the firm.
The fact that demand notice for the recovery of the extra expendi-
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 officials concerned with this case showed throughout in credihle
indifference to the public interest, and were grossly negligent. The
Committee trust that they will be brought to book. In deing so
severe action including penal recovery should be taken against those
indulging in malpractices of any kind and the Committee informed
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 gs the facts 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 threc
years in procuring the material needed very urgently for construc-
tion of foodgrain godowns. The procedure followed for making risk
purchases is obviously unsatisfactory. The Committee recall that
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 wmight
materialise in time (p. 17 of 70th Report—5th Lok Sabha). The
Commiittee would like Government 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 indenting departments,

JYOTIRMOY BOSU,
Chairman,

New DELHI;
Public Accounts Committee,

March 29, 1974.
Chaitra 8, 1896 (S).




APPENDIX 1
(See para 2.11)

Copy of letter No. ASC-Auc|Conf|EP|N-Block|Connaught Circus/
61/16263, 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 he 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,
vou 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 contributed
by each. In case of association irrevocable consent in the form duly
attested, affidavit of associate/associates should be filed in triplicate
together with three attested copies of each of his/her|their 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. ’

* L] »

If you are interested in getting provisional pessession plesse
arrange to. pay for the entire purchase price either in cash or by
association as indicated above (for. which necessary documents be
filed with this Office) to the undersigned so that, your case may be
transferred to the Managing Officer concerned for delivery or posses-
sion.

It may be noted that 2 years protection against bviction will be
counted from the date of provisional possession. No extension of
time for associating other claimants will be allowed beyond that
provided in the Rules.
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APPENDIX III
(See parag'taph 3.20)

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

SusJecT: —Naval Ship LN.S. “SHAKTI” Ex-Naval Dockyard,
Bombay.

Dear Sir,

In continuation and ir confirmation of our tender duly submitted
through post the subsequent letter dated 9th February, 1970, the
telegram sent to the Director General on 16th March, 1970, we are
to state that we are the successful tenderer, our offer being the
highest and, also on account of the fact that we want the vessel to
be used for transporting oil from Persian Gulf to Madras 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- -
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 hearing
from you, as we could not immediatély come over to New Delhi
due to some unavoidable reasons beyond our control. Immediately,
on being congratulated by the Co-tenderers on 9th February in Bom-
bay Port Trust, we have immediately written a letter from Bombay,
offering to open an_irrevocable letter of credit to the full value and
for which we have not received any reply up-fo-date. Hence, we
have flowa over here on 12th Morning and shocked to learn that cur
tender is not at-all paid the attention, it deserved. We have, there-
fore, sent the Telegram both to the Director General and to .the
Ministry of Shipping & Transport, as we are already in arrangement
for re-sailing the ship INS Shakti and thus to add to the world ton-
nage of Indian Shipping and thus to earn foreign exchange to our
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 and when
our offer is difinitely higher than the other offers by a clear. margin
of three lakhs (3,00,000) it is always customery and legal also to

- . - S ~
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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 offer; and calculating the same on the basis of our 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 fthe 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 of Rs. 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 rfead
through our covering letter, which we once again enclose herewith,
for ready reference and quick decision as there might have been an
error in not placing our letter by the subordinates.

Thanking you and offering your cooperation at all times and ex-
pecting the immediate sale note in our favour.



o APPENDIX IV
(See para 3.23)

Cepy of letter dated 26th March 1970 from Firm ‘A’ addressed to
: Defence Minister, Ministry of Defence, New Delhi

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

Sussects—Naval Ship INS “SHAKTI” Ex. Naval Dockyard,
Bombay.

In advertence to your advertisement calling 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-
sailed 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 the 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 Refinery 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 a period of

6 years. This also we have stated, is in addition to the price that
we have quoted.
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3. This vessel has been originally acquired for a sum of Rs, 2-1]2
crOfes from Italy and the ship is in working condition. As the
Indlax? Navy has acquired another ship of higher speed and of modern
techmqu_e, they wanted to dispose of it and accordingly they have
handed it over to the Director of Supplies and Disposals whn are
only acting as agents of the Defence Department. The Director
General of Supplies and Disposals have treated this vessel in the
same manner that 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 Rs. 50,000 over and
above any other offer. Hence we have ngt 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 kmow the
price of the other party. Moreover in our anxiety to get the ship
for 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 an apparant error in not paying due atten-
tion that it deserves, they suggested that we can approach the De-
fence Department and that the Defence Department beipg the
owners of this ship INS SHAKTI can legally at any time withdraw
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-sailing
in the internaticnal 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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