
THE ORISSA AFFAIR 

AND 

THE C.B.I. INQUIRY 

Price : Rs. 2!- S. N. DWIVEDY, M. P. 



· Prmted and Published Byj · 
·• ) • - '- • t • I 

. . .S..:N. D)VIVEDY,·M, P.,,:, 
'21' Canni,ng lane,'' · ·· 
· · · Ne~ Qelhl. · 



THE ORISSA AFFAIR 
This document published in book form was placed on 

the table of the Lok Sabha by me on April 19. I certified 
lhat it was a true copy of the full report of the Certral 
Bureau of Investigation on charges of corruption in Orissa 
submitted to the Union Home Ministry on November 
15,1964 by Shri D. P. Kohli, Director of CBI. The report 
and Shri Kohli's covering letter (Appendix-A), with the 
list of charges (Appendix-B), are now public documents, 
but the Government have so far neither denied nor admi­
tted their authenticity. They have cllOsen to remain silent 
on a vital matter like this which has already received wjde 
publicity. 

On March 3 Sl,lri H. V. Kamath was also permitted by 
the Speaker to place aD"Other ·version · of· the CBI report, 
known as summary; Although this was discussed ·during 
the· debate on the no-confidence motioq in· the Lok Sabha 
on March 15 and 16 the Government have so far not 
committed themselves in any manner regarding it. The 
report ha~ been published in full in English and briya. 

The Government's attitude is rather strange. Why does 
it refuse to divulge the materials on the basis of which 
they have come·to certain decisions ? These documents 
expose not only the misconduct of responsible public men 
.1olding ·power, they, also underline the weakness of the 
Government in dealing with politicians and adminbtrators 
against whom serious charges of ~is using authority and 
corruption are made. 
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Orissa affairs are fairly well known to the public. Ever 
since 1961, after the formation of a Congress Govern­
ment with Shri Biju Patnaik as Ch~ef Minister, serious 
allegations have been made •. aga'inst State administration 
in Parliament, in the State legislature and elsewhere. 

It was alleged that the administration was . being run 
in complete disregard of rules, procedure and Jaw, and 
that all sorts of questionable methods w~re being adopted 
to benefit a few individuals at the _cost of the community 
and at the expense of the public exchequer. It also raised 
a serious question in the minds of the thinking Indi­
ans regarding the relations betwe~n top-ranking adminis­
trators and business houses. Some Congressmen of Oriss.a 
felt that the kind of irregularities some men in authority 
were indulging in was against all moral and legal canons 
and they protested to the Congress President. The Con­
ress Working Committee appointed a sub-committee to 
inquire into charges of corruption against politiciai!S" and 
administrators, but in the case of Orissa, for reasons best 
known to themselves, they left the matter to the Public 
Accounts Committee of Orissa legislature. Then after 
some months a panel of lawyers set up ·by the· Congress 
President also took up this issue, but their findings were 
nev<:>r made public and they ultimately left the decision 
to the Government. 

Meanwhile, the men in autho~ity did not halt their 
questionable activities and public discontent mounted in 
Orissa. The Auditor,General's report has .not yet been 
submitted, and as a result the Public Accounts Committee 
bas had no' opportunity or' going into these questions. 
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The matter referred by Congressmen to their President 
was not merely a technical or administrative affair but it 
raised the question of moral· conduct, in public affairs. 
Was it proper for bJ.!siness concerns run in the name oJ 
wives of Chief Ministers to have dealings with the same 
Government? This was never taken up seriously. by tlie 
Congress authorities .. 

Since the persons concerned commanded a majority in 
the legislature and majority support in the Congress orga'· 
liisation in· the State the ·Congress High Command w~ 
reluctant to take steps which would weaken their hold. 

Our charges against these persons, later described a~ 
''guilty men" by the Hindustan Times, were such that· a 
judicial inquiry would make. out whether there was crilhi· 
nal conspiracy to defraud public money f<>r personal and 
party benefits and. whether legal prosecutions could be 
launched against them. With this end in view the matter 
of corruption was raised often in Pari iament. 

Under public pressure tl1e Government was obliged to 
appoint a Commission of Inquiry against the then Chief 
Minister of Punjab, Sardar Pratap Singh Kairon. Prompt 
action was taken when th'e Das Commission's findings were 
made public and political changes were effected in the 
administration of Punj ·b; Home Minister Nanda's public 
declaration that he would substantially reduce corruption 
within two years and the Santhana'm Committee's reco. 
mmedations on corruption at the political level raised 
high hopes in the public mind. 

In view of ·these developments the crusade against 
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corruption in Orissa also took a liifferent turn. The ,Sec­
re!~ry of Orissa PraJa Socialist Party submitted a memora~ 
ndum to the President of the Republic followed by a 
bigger.representa,tion .containing , allegations· again>'! the 
Orissa State administration from 1961, when Shri Patnaik 
became-Chief Minister. The letter was signed .by .a . 'large 
number of Orissa MLAs including the Ieaderof the Opposi. 
tion, MPs and some distinguished public men. Tne nature 
of these charges •are given in detail at tile end of. this book 
and th~y fo~m·p~rt of,the documents tabled, in the Lo.k. 
Sabha •. All over the country, in.1he press and. on public 
platforms, demandswere made . for. a judicial investiga­
tion. · In Orissa a reg)llar campaign was started for dema­
nding_ removal of the _"guilty men." 

'The President .forwarded this petition to Prime 
Minister. As it was well documented. the .proper course 
for the Shastri Government would have been to r~fer it to . ' . ' . . - . . 
a commission of inquiry. But it failed in its first_!mjortest 
on account of political pressure. The outcome of tb.e Das 
Commission report was so revealing and damaging to the 
Congress organisation that some members of the Congress 
High Command took fright at .the likely conseq)lences of 
a thorough and open inquiry into charges of corruption 
ag~J.inst the Orissa Ministers. Shri Nanda ~as now admi­
tte4 that the method adopted in disposing of the Orissa 
cas,_, has. satisfied nobody and that the Prime 'Minister. was 
thin,king of some independent agency to deal with -such 
cases in future. · 

In the case of Orissa a strange procedure was adopted. 
As is evident from the repJrt publish~d in this bJok, 
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the scope the CBI · men was very limited. They were 
handicapped by tlie t'c~ct 'that all the relevant papers· were 
not produced before them. :they were not permitted· to 
call for papers:from private' firms, nor were they entitled 
to.interrogate or verify facts· from 'individuals. Even the. 
State papers made available were I).Ot complete. Some of 
them had been tampered ·with, others wer~ missing. ·In 
spite of these handicaps, according to Shri Nailda,; they 

Alid a commendable job.. With the 'limited time at their 
disposal, and' with the limited jurisdiction and in ·view ·of 
un-cooperative attitude of the State Government' at the 
initial' stages, the CB[ could inquire into only a f~w of 
the charges; · They submitted a detailed report on these 
few. regarding others they tecommendedan opm inquiry. 

When these factlvc~ine into possession of the Govern~ 
ment they should have, 'either asked the CBI to make 
further inquiries or appointed a commission of inquiry 
to go into all the charges, But a hue and. cry was raised 
again by the same set ofCongressmen. They ·even quesc 
tiotied the justifidation .of the CB I inquiry and a contro· 
versy was ·also raised about the authority of the · Cep~re to 
investigate a '·State admin.istration. 

The !ega.! .aspect ..i~s later made clear, by the Unton 
Educatjon Minister Shri M. C. Chagla, who. • ia the course 
of his speech on the no-confidence motion said: "I am of 
opinion, after cilret'ul consideration,· that our ·Constitutiqn 
has· given sufficient. power to the· Prime · Minister to advise 
the President to remove a Chief Minister from office if 
it is found that 'he is carrupr, unfit to . hotd office, or. gu'i~ 

' < 

lty of impropriety." He · further clarified this point in 
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course of a speech at the Press Club of India when ll 
said that .even if a Chief Minister enjoyed majority sup{ 
ort.in a legislature he could be removed from office by th 
Prime Minister. In spite of all this legal clarity, th 
G9vernment VIas afraid of political pressure and the Prim 
Minister appointed a sub-committee of the Union Cabi 
net to go into the question; There were protests agaim 
this, QUt the sub-committee continued to examine on th 
basis of the incomplete evidence collected .for them by th 
CBI and invited comments from _ the persons agains 
whom theCB! said there were prjma facie cases. Surpri 
singly, they did not get in touclt with or give a hearing tc 
the_ original complainants, who in a letter said that the) 
were in a '!)osition to prove the charges if given- an oppo· 
rtuni,y. The Government took a one-sided decision 
to protect their O)VJ:1 men, and ultimately the Prime Mini· 
ster made the follow'inu; observations in the Lok Sabha 
on February 2!: 

"The Committe~: however f;,und that in several trans­
actions ii:liprop~ie~ies were definitely' involved for which 
responsibility, had to be borne by _Shri Patnaik and Shri 
Mitra. The Committee felt that _the normal standards of 

' ' ' 

public conduct had not been maintained. The findings of 
the Committee which wc;re-~pted by the Central Cilbi­
net were_commjnicated to Shri Painaik and Shri Mitra" 

A(ter this decision, Shri Mitra and Shri Patnaik were 
asked to_ resign their officr-s and did so. But n0 adminis­
trative acti~n WaS taken besides tlliS political action taken 
on th~ basis' of the. so-called code of conduct accepted by 
l1l the Chief Ministers and the Prime Minister. The 
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"guilty men" wereremoved, 'but their guilt went unpuni­
shed. · 

This , enabled the ~arne set of . politicians to function 
freely. ·Their nominees against whom there are charges 
of corruption, were put in office. The same· old wine has· 
been put in new bottles. , 

The Cabinet Sub-Committee, which confined its inqu­
iry to some charges, had said very harsh things. According 
to the suinmary tabled in the iok Sabha on March 3:-

"The sub-committee felt>jn the course of its examina­
tion of the· material, that the manner in which Shri 
Patnaik and Shri Mitra, directly or otherwise, conducted 
Government transactions, in which were also involved 

· the interests of private concerns owned or con~ro!led by 
them or by their relations, was definitely not in, Keeping 
with the normal standards of public conduct. The sub­
Committee desire to record t!Jeir profound concern at the 
picture, emerging as a whole from the series of such indivi­
dual transactions in many fields of activity of the State 
Government, of improper use of authority by leaders of 
the Government." 

Later, in the course of his reply to criticism of its 
findings during the no-confidence. motion Shri M. C. 
Chagla said: 

."I say this with all the strength I possess, that I have no 
doubt that the Chief Minister of Orissa, Shri Patnaik, had 
behaved in a manner unworthy of a Chief Minister." 

The fact is that after pronouncing their verdict in such 
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~trong language in, !he interest of their party the Govt. 
are not prepared to proceed against them legally. Even the 
code of conduct is not being adhered to. Although these 
persons have been held unworthy the Utkal Pradesh Con­
~.,.e~s Committee has reiierated its complete faith in both 
persons' thus nullifying the very purrose of a code of 
conduct for political action. 

The demand for a commission of inquiry must be 
accepted. This document, which is now public property, 
would strengthen the demand · , 

Let the public judge. 
New Delhi, 
20 5-65. Surendranat11 Pwivedy. 



Report of Preliminary Enquiry into allegations 
against some Ministers of Oris~a ·Government. 

Introductor~ 

I11 a)11emorial dated ~8th July)964. and Annexures 
thereto .addressed to the Ptesident .. of the Union of India 
by Shri R.N. Singh Deo,'M.L.A. and leader of the Oppo­

.sition Orissa Legislative Assembly and 62 other sig­
oatories, · and in some petitions lji:ldtessed to tlte Prime 
Minister and the Home Minister of India; several allegat­
ions have~been 'made agamst Shri 'B. Patnaik Ex-Chie( 
Mini~ter,'Orissa, Sltri B .. Mitra, present Cltief Minister 
Orissa, Shri )'<eelamani Rout Ray, Home Minister Orissa·; 
Shri. Brindaban Nayak, Minister in charge Community 
Developm~nt and Shri Sadasiva Tripathy, Revenue Il:finistei 
Orissa~ The Gov.ernment of India in the Mini~try of 
Hom~ Affairs desired the Central Btireau ofln~estigation 
to n\ake a Preliminary Enquiry into these allegations and 
accordingly thr~e separate P. Es. in respect of allegations 
against (i) Shri B. Patnaik' and· Shri . B. Mitra (ii) Shri 
Nee!amani Rout Roy and (iii) · Shri Sadasiva Tripathy 
were• registered on' !0.9;64 in the· Special Police Establish­
ment. ·Two other P.Es. concern in!! cert"<tin ·entries 'in the 
books of'· Mohd. Serajud'din and· Company showing 
certaiJ• paymtnts to· Shri Neelamani Rout Roy· and' Shri · 
Sadasiva. · Tripathy, .Ministers, Orissa Government were 
also registered for Preliminary Enquiry. · 

The supplementary memoranda 'dated· 21.9.64' and 
12.!{)-64 r~spective!y, to the Memorial dated 28th July 
'64 have. been received subsequently on·5.11.64. cWhile 
some of the· allegations in these two Memoranda are 
already contained in the Memorial dated 28. 7.64, there are 
other, .allegations)n respect of which it will. be ne<;essary 
to consult further relevant official. records of the State 
Government and action is being ta~el) to obtain these 
Copies of the Memorial dated 28.7.64 with its summary, 
and copies of the supplementary inerllbranda;and of the 

1 
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relevant petitions have all beep place9 in the Folder 
Marked 'A' 

A statement of allegations in which Preliminary 
Enquiry is being made is enclosed as Statement No. I. 
Statement No. 2 contains the allegations into which 
Preliminary Enquirv is held up for want of records or 
other reasons. Sta'tement No. 3 contains the allegations 
into which, for reasons stated therein, no enquiry is pro­
posed to be conducted. 

During scrutiny of official records made available by 
the· State Government it hiu been found that in respect of 
the loan of Rs. 97lakhs, taken by Kalinga Tubes Ltd. from 
the Industrial Finance Corporation of India, for which 
tke State Govt. had stood guarantee, Stamp Duty of 
approximately Rs. 97,000 was payable. The State Gov!)rn­
ment, with the approval of Shri B. Patnaik, Chief Mini­
ster, by taking over he liability in respect of the Stamp 
Duty, saved Ka!inga Tubes .Ltd. about Rs. 97,000 which 
would otherwise have accrued to the State Government. 
This allegation has therefore been added in Statement 
No. 1 at serial 15. All these statements have been placed 
in the. enclosed Folder 'A'. 

A questionnaire containing points for clarification from 
the Ministers of Orissa Govt. concerned, has also been 
formulated. A copy of this questionnaire has been placed 
in Folder 'K'. . · 

For clarity and facility of reference, it niay be stated 
that on the basis of official records so far made available, 
a preliminary Enquiry has been held, into the following 
allegations : 
1. Issue of Finance Department Memorandum in 
November' 61 to benefit concerns in which Ministers and 
their relations had personal interest. 
2. Purchases made by the State Government from 
•Orissa Agents' said to be a benami concern of Shri Biren 
Mitra at exorbitant rates for his benefit. 
3. Favouritism in the appointment of Shri Sriniva­
san as Chief Engineer-cum-Administrator, Paradecp 
Port. 
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4. Purchase of Tubular structures .by the State Govt. 
from Kalinga Industries Ltd. without tenders. 
5. Purchase of Tubular Structures of the value of over 
Rs. I 6 lakhs by Commerce Department of the State 
Govt .. 
6. Advance of Rs. 18 lakbs to Kalinga Industries 
Ltd. for Tubular Trusses for Tikkerpara Project. 
7. Sale of low shaft furnace of Kalinga Industries to 
IndustriaJ Development Corporation of Orissa. 
8. Irregularities relating to Mining of leases of Shri B. 
Patnaik and the improper conferment of the rights on B. 
Patnatk Mines (P) Ltd. 
9. Favouritism and illegal gratification in the appoint­
ment of Agents under Kendu Leaves (Control of Trade) 
Act 1961. 
J 0. Establishment of a Saw Mill by Mrs. Mitra on 
illegally occupied Govt. land. 
11. Withdrawal of prosecution of cases against steel 
stockists by Shri Neelamani Rout Roy. 
12. Sales of private land by Shri Brindaban Nayak to 
the Electricity Department at higher than prevalent 
rates. 
13. Entries in the books of oocounts of Mohd. 
Serajuddin and his Company showing payments to Shri 
Sadasiva Tripathy. 
14. Entries in the books of accounts of Mohd. 
Serajuddin and his company showing certain payments 
to Shri Neelamani Rout Roy. -
15. Improper taking over of liability in respect of 
Stamp Duty by "Orissa Government" in connection with 
Kalinga Tubes Ltd.'s loan from Industrial Finance Cor­
poration. 

It may be stated at the outset that this Preliminary En­
. quiry has been held under certain limitations as it was desir­
ed that no oral .enquiries may be made, nor should we .tsk 
for or secure the recods from private parties or the firms 
concerned. There bas also been difficulty in tile propn 
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scrutiny of some of the official records as some files made 
over by· the State Govt. 'hav« been found to b.e 'incom­
plete, in some cases without note sheets, and m .. other> 

· some pages seem to be missing, 
· After the mid-term elections to the· Orissa Legisl.ative 

Assembly in 196 I, Shri Bijoyananda Patnaik formed a 
·new Government with himself as Chief Minister and Shri 
Biren Mitra as Deputy Chief Minister. A Ii~t of Ministers, 
in this Government headed by.• Shri PatQaik,. and 
the portfolios held by. them is cont!J.ined in St;~tement 
No.4, placed in Folder marked 'B' 

Notes an 'Orissa Ag.ents', c;>f Mrs, Easwaramma Mitra, 
wife of Shri Biren Mitra-and on J>.alinga Tubes Ltd. and 
Kalinga Industrie~ Ltd., have been m'ar!ced as Statements 
·No. 5 to 7 and placed iri Folder 'B'. NoteS· on the .low 
·shaft· furnace of ·Kalinga Industries Ltd.; B. Pat'riaik 
Mines (P) Ltd., Kalinl(a Otto (P) Ltd. · and 'the 
Industrial. Development Corporation'· of Orissa, have 
similarly been kept, in the·•same folder, as· Stat(tments 
Nos. ~.to, I I. 

Allegation No. 1 
Uiiring Chief Minislership of.Shri B. Patriaik who \Va5 

'alschn charge .. of Finance, Govt. Departments were iiirec­
ted through a circular issued in November 61 to purchase 
vehicles, sto~es·and''other materials only through local 
•dealerswithin· the. State on· the· ground thitt purchases 
from outside resulted in loss of State Sales· Tax·, · Since 
.these orders.. pr.evented competitive lenders . fresh orders 
Wen:.issne4 ,in ,May 62 but these required.that after 
giVmg preference to cottage and. smalh scale. industries 
products, ne:r;t preference should be given to .local manu­
faciure'rs or o1)-ts.ide fir1)1s, .. having local. agency. offices 
within the State. · · ·· 

Shri B. Patnaik himself had local manufacturing. e.0n­
.cerns and ShriBiren .• Mifra~s "Orissa. Agents" had the 
local agcn~y for ·a large numbe~ of firins 'imd . the above 
'orders were issued mere'ly :tO favour Compani.es and 
'firms in which M i1li$ters .dnd,. t.heir· ,.favouriles. lwd · oersonal 
jmeresi. · 
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. The deta_iled -repor"t in respect of the allegation has 
been placed in Folder 'C'. · 

. Before dis~ussing the allegation it may .be worthwhile 
mentioning the. business interests of Shri B. }'atnaik .. and 
Shri B. Mitra. Prior to. assumption.of office· on 23rd June 
1961, Shri B. j>atnaik was Chairman of Board of Direc· 
tors, Kalinga Industries Ltd. and Managing Director of 
Kalinga Tubes Ltd:, 'with his wife Mrs. Gyan . Patnaik as 
one of the Directors inboth the 'Companies.· When he 
took over as Chief Minister, Mrs. Gyan ··Patnaik qecame 
Chairman Kalinga Industries Ltd; Patnaik family have 
substantial financial interest· both· :in· Kalinga Ind·ustries 
bd:· and Kalinga· ·Tubes l-td. · The Tubular· structure 
factory-one bf the units· ot Kalinga.Jndustries 'Ltd.' had 
been registered as·a snialJ·seale'iridustry with the Director 
of; Tndn<tries Orissa in· ApriF !96'1. 

"Orissa:· AgeJ\ts" sole proprietary concern of Mrs. 
Easwaramma Mitra-'-wife · of 'Shri Biren Mitra-were 
esiablished ii:t April' 1959 iu~d were appointed distributors 
for Orissa, for G.L pipes manufac't1.1red .bY K~linga Tubes 
and as· authorised · agen_ts ·of Kalinga Industries Ltd. 
"Orissa Agents" also secured agency for Orissa for.'l>~ints' 
manufactured by J ensons and Nicholsons - a Calcutta 
:firm'. 

The ·scrutiny· of official' recoi'ds ·shows, ·that 'vide 
Industries' Department' Memorandum No.· 13807.-2-SSl· 
108/61-I dated 31.8:61 •the State Government laid down 
that while orders' already .. existed vide ·Commerce 
Department ' Notili'cati'on dated 30th ·, September, 
1958'that price preference to·the ·extent of ·15% should be 
~ranted to products of cottage industries established within 
~h~ State, in making Pl\fChas.es for. the Govt. The Govt. had 
decided that for the establishment of small s~ale industries 
i11 the, St~e.: !his price preference should in respect of the 
products :of small. scale . .indumies also be allowed in 
Governmental pnrchase~.-,:t.Jnder the ot9er of 31st August 
1961, which was issued two months after Patnaik Ministry 
came il)tO .!Jfflce · price . pr,efer.ence to. certain specified 
~oods including cast ironware&, ,ranging frol!l, IP .to .1-5% 
In respect ,9f. th~ , pr.od.tict~- .Qf. : sma]l scale· industrial 
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units registered with the Director of Industries, Orissa, 
was secured and it was further laid down that this price 
preference would be admissible not only when manu­
facturing units tendered for supply of goods to .the Govt. 
but also when authorised agents of the manufacturing 
units or their distributors tendered for such supplies. 

On 27th October 1961 i.e. 4 months after the assump­
tion of office by Shri Patnaik'sMinistry, the then Secretary, 
Fina0ce Department, Shri S. Nanda pointed out, in 
connection with the purchase of vehicles by the Transport 
Department,. in a note to the Chief Minister that the 
placement of this order with outside dealer would result 
in the State losing ~ubstantial sales tall and he therefore 
was of the view that orders should be issued laying down 
that the purchase of vehicles, stores and other materials 
by different Departments of the Govt. and o:ganisations 
in which Go•t. had financial interest should be made 
only through local dealers and there should be no attempt 
to avoid sales tax on any account, Shri Patnaik agreed 
and a circular dated 17.11.61 was issued under the heading 
"imposition of restrictions on purchases fr.lm outside the 
State." 

It may not be out of place to mention here that 
althcugh this circular sought to Jay down the general 
purchase policy of the State Govt. no· other departments 
were consulted and even t]Je opinion of purchasing depart­
rn<nts docs not appear to ha\e been obtained, ·Jn fact 
ev(n the Chief Secreetary appears to have been in the 
dark, and he became aware of the circular only after its 
issue. 

The circular dated 17.11.61 not only l&id down that 
the purchase of vehicles, stores and other materials 
should only be made through JocaJ·dtalers andlthat in any 
case where it was found absolutely necessary to place 
direct orders with firms outside the State, prior concur. 
rene.: of the Finance Department shonld invariably be ta· 
ken, but it also rnrde any deviation from these instructions 
the pcrsom:l liablity of the officer concerned for loss of 
.eons<qucntial soh s tax revenue to the State Govt. 
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It will be seen that apart from the unu>ual rigidity of. 
purc\Jase policy enu.nciated, this circular completely dis­
carded the fundamental prmciple or purchMes being made 
at the lowest price obtainable. The Chief Secretary had as 
early as in December 61 drawn the Chief Minister's atten­
tion to thi; Finance D~pa tmer;t drcular whi h in hi& view 
seemed to dep.trt from the above general principle and the 
Chief Minister had suggested the issue of suitable amend­
ment after discussion with the Finance Secretary, vide his 
Minute dated 12.12.61 but itappears from a subsequent 
note of the Finance Secretary dated 17.12.61 that during 
a detailed examination held in the Chief Minister's room 
on 12.12.61 the Chief Minister had been definitelv of the 
view that the circular should not be cancelled but "nly 
certain powers may be delegated to Govt. departments to 
be exercised with· the concurrence of F. As attached to 
them. · The Chief Secretary again pointed. out that the 
delegatio!! of such authority will be no solution as· in the 
terms of the circular dated 17-11-61, even the F. As 
attached to the Departments will be in no position to 
authorise purchases from outside the State so long as 
local dealers, irrespective of the prices quoted by them 
were available. Even in February 1962 on the represen· 
tations received from Bharat Chamber of Commerce and 
Bengal Chamber of Commerce against the purchase policy 
of Orissa Government enunciated in the above circular, 

· the Chief Minister had recorded the Minute "File. No 
· Consideration Necessary"; it was only on 4-5-62, after 

further discussion between the Chief Secretary and the 
Chief Minister that a fresh circular was issued hy the 
Finance Department which while laying down that wide 
publicity for requirements of the Government should be 
made both within and outside the State in order to make 
purchases at the most economical rates, also required thai 
the price preference in respect of products of small scale 
industries would continue to be enforced, and if after 
considering the monetary value of the cost of transport, 
local or inter-State sales tax and other incidental charges, 
the prices quoted by local manufacturers, or outside finns 
having established agencies or offices in Orissa were coiil• 
p!titive, preference was to be given to such local manu-
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facturers or loca) agencies. 
The most important point to be ascertaine.d in· connec­

t ion with this allegation is the actual motive . behind . 
the issue of the Finance Department Circular dated 
J7-ll-6L 

The circular was unu,ual not only in its rigidity but 
also because in practice; it left· no opti·)n to the Indenting 
Department of the Govt. irrespective of the-ba,icprice 
factor, except to place orders for' Govcrmriental require­
ments on local manufacturers or· the authori~ed' dealers 
of outside firms. This is borne out -from the fact that the 
Director of Inspection who conducted a special a·udit ih 
respect of the purchases made· by· the Stme Government 
from 'Orissa Agents' had found that in a number 'of cases 
as a result of the above· Finance Deparrneni _ c;rcular the 
Departments concerned had not even obtained· quotations 
f>oJ11 outside the State as they felt that they were, barred 
from having anything to do with outside- business. ·1n 
reply to the Director of' Inspection, on this· point the 
Chief Secretary had to concede that prior to the- modifica- -
tion of the circular in 'May 61, the ·Purchasing Depart~ 
mcnts thou~h not precluded _altogether from- dealing witll! 
outside firms irrespective of the pric~ factor were never­
theless precluded in practice, since reference• to the 
Fmance Department would have· meant delay· in placing· 
orders for the materials which were required for various 
works. 

It is quite ckar from the relevant files that the Chief 
Secretary had pointed o~t more . than once that the drcu­
lar dated 17-11.61 seemed to depart from the basic prinCi­
ple of procuring supplies at the lowest . prices obtainable, 
al)d appeared almost to authorise Govt. ·Departments to 
make purchases from local dealers even if th-ey chose to 
quote exorbitant rates. The difficulties that th·e Depart­
ments· were ·experiencing in· implementing this order on 
account of having to make reference to the Finance 
Department for .concurrence, for purchase of goods for 
which there were no local ,dealers w~re al>o in the notice 
of th~_Chief Minister. The ·representations which cert,.in, 
outside Chambers of Commerce made against the purchase' 
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·policy of the State Govt. enunciated in the above circular 
were also placed before the Chief Minister Shri Patnaik 
who, however, was not inclined to consider the withdlawal 
of this circular. Even when eventually in May '62, after 
further discussion between the Chief Secretary and the 
Chief Minister a fresh . circular was .issued giving pr~>­
ference not inerely to local dealers, where after taking 
into account the cost of transport, ·Sales Tax and other 
incidental charges, their prices were comparable, .but what 

· is more significant, such preference was also safeguarded in 
the case of local agents of outside firms. Whatever the 
other consequences of this policy, it clearly secured the · 
continuation of the special position for the Products of 
Kalinga Tubes and Kalinga Iodusuies, and M/s. Orissa 
Agents the authotised · dealers for these products ia 
Orissa .. 

Kalinga Tubes were the only manufacturers of G. I. 
Pipes in .Orissa State. The Company had appointed 
'Orissa Agents' the sole proprietary concern of Mrs. 
Easwaramma Mitra-wife of Shri · Biren Mitra-who 
tJecame Deputy Chief Minister in Shfi Patnaik's Ministry 
-their authorised agents · for tubes for tile whole of the 
State. This concern was also appointed authorised agents 
for Kalinb>a Industries· Ltd. whose tubular structures, as 
will be seen later in this ~ort, were supplied to different 
Deparrments of the- State Govt. in large quantities. It 
had a!so already secured the agency, for paints of Jen· 
son & N;icholsons for Orissa. lt is quite clear therefore. 
that whatever the ostensible purpose of tb.e issue of 
Finance Department circular dated 17-11·61 may have 
been one of its immediate inevitable and foreseable con-

. sequences was the creation of a virtual monopcly in favour 
. of 'Oris.a Agents' in the matter of supply of Tubes and 

Tubular Struct11res to the State Govt. What is more, this 
arrangement enabled Kalinga Tubes Ltd. themselves ·to 
make substantial supplies of Tubes in Orissa for ·oovern­
mentill requirements, which themselves seemed to have 

· increased very considerably after the new Ministry's 
assumption of office and !he issue of the above Fioanoe 
Department circular, without their haviag to confirm to 
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their own price circulars e>r the D. G. S. & D. rate con­
tract which was operative at least from 15-4-62 for certain 
dimensions of pipes manufactured. by this company and 
which rate contract·also, strangely enough was not-availed 
of by State Government Departments. 

It will be seen later from the.discussion of allegation 
No. 12 and the Statements of purchases made by the State 
Govt. Departments from 'Orissa Agents' that as a conse­
quence of the above arrangement brought about, by the 
appointment of 'Orissa Agents' as authorised dealers in 
Orissa, for the pr.oducts of Kalinga Tubes and Kalinga 
Industries Ltd. ·and the Finance Department circular 
mentioned above coupled with the. large increase in the 
requirements of State Govt. Departments for pipes and 
tubular structures after November 61, the State Govt. had 
to make excess payment to the tune of several lakhs with 
corresponding financial benefit to· 'Orissa Agents',""Kalinga 
Tubes Ltd. & Kalinga Industries Ltd.· concerns in which 
Mrs. Easwaramma,Mitra wife of the D~puty Chief Mini­
ster Shri Biren Mitra,. and Mrs. Gyan Patnaik, wife of 
the Chief Minister, Shri Patnaik, had direct personal 
interest. 

It may be argued that-the Finance Department Circu­
lars were calculated t" ensure the accrual of ·sales tax -to 
State revenues and to benefit generally. the local dealers 
of Orissa. A perusal of the. circular of November 6!. 
will however clearly 'show that it went well beyond its 
ostensible purpose of ensuring state sales tax wh'chin any 
case could have been secured by merely laying down· that. 
in the comparison of prices for Governmental . purcl\11-.ses 
the elment of provincial. or Central Sales Tax .may 'rot 
be taken into account. As regards the benefit of the ci1• 
cuLtr extending to other local dealers, there is no getting 
away from the fact that Shri B. Patnaik and .Shri B. Mitra, 
Chief Minister and Deputy .Chief Minister. respectively 
had personal interest only in Kalinga Tubes Ltd, Ka­
linga Industries .Ltd. and 'Orissa Agents.'. The ·arrange­
mPnt which was. brought about by the appointment of 
'Orissa Agents' as the authorised dealers. for the products. 
of these twp companies for Orissa and by the issue of the 
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Finance Department circular clearly benefited these three 
concerns and at least in the matter of the products of 
Kalinga Tubes Ltd. 11nd Kalinga Industries Ltd.· the possi­
bility of any benefit accruing to any other local dealer 
was in fact completely eliminated. 
. It can of course be argued that the State Govt. them­
selves had financial interest at least in Kalinga Industries 
Ltd. in which· they had invested funds. Such an argument 
on careful consideration will easily however be found to 
be of little validity. The fact that the State Government 
bad invc;sted funds, can hardly be pleaded as a justifica­
tion for bringing about in favour of the company a virtual 
monopoly under which the State Govt. prevented _itself 
from availing of competitive rates for its own large 
requirements. 

There can be a further argument that the · sales 
to . the State Govt. by Kalinga Industries Ltd. or 
Kalinga · Tubes Ltd. are only a fraction of the total 
production of · these concerns and · therefore of no 
great interest to these companies. This cannot be 
answered without examination of the overall sales of 
Kalinga Tubes Ltd. and Kalinga Inds. Ltd. In respect of. 
the Tubular structures factory of Kalinga Industries Ltd., 
however, as will be seen from discussion of allegations 
4 to 6; most of t/le production appears to have been 
purchased by State Govt. during the period of Patnaik 

·Ministry without competitive tenders .. 
It will be seen therefore from the above discussion 

that the boufides of the . Finance Department circular 
datrcl 17, 11.61 are open to· question. 
Allegation ~o.2 
REPORT ON PURCHASES FROM 'ORISSA AGENTS' 

. The cunc.,rn. • Orissa Agents' standing in the name of 
Mrs. Biren Mitra, is a benami concern of Shri Biren Mitra, 
the present Chk f . Minister of Orissa, and it has been 
stated that this concern had monopolised supplies to 
Government, sect red agencies of local and outside firms 
and charged exhr rbitant rates. Most of the supplies were 
made 'without calling tenders. As principal distributors of 
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Kalinga Tubes, supplies were made to the State, Govt. by 
this concern without the purchasing departments availing 
of the D.G.S. & D. rate contract and without even avail­
ing of Kalinga Tubes' own price circular. 'The benefit of 
these transactions is alleged to have gone to Shri Biren 
Mitra. · · 

A note on 'Orissa Agents' based on such information 
as can be gle~ned from· the files of Orissa. Sales Tax 
Department has been marked as Statement No. 5 and 
placed in folder 'B'. 

These files of the Sales Tax Department show that 
Mrs. Iswaramma Mitra-wife of Shri Biren Mitra of 
Behari Bagh, Cuttack-2 filed an application for registra­
tion under Orissa Sales Tax Act, of 'Orissa Agents', of 
which she claimed herself to he the sole proprietor. It was 
stated that 'Orissa Agent~·, had commenced business on 
1.4.59, but until24.11.60, there had been no turnover 
of b::sines~. , In. thtl Statement filed on 1.12.60 by S. 
Kafaitullah, as Manager, 'Orissa Agents,' it was stated 
that. the concern. had until then been only procuring 
orders for supply ofTubular Structures, G.I. Pipes and 
Black Pipes and,Jens6n & Nicholsons paints on commiss­
ion basis and no aCcount of sales or purchases had been 
maintained. The concern proposed to deal in Bengal 
Potteries,- and after-receipt of the. consignment of potter­
ies, proper accounts would be ma.intaned. TV\.o state­
ments were also filed showing that 'Orissa Agents' had 
until the end of No~. 60 executed orders for tubular struct­
ures of Kalinga Industries Ltd., ofthe value of about 
Rs. 20 lakhs fonvhich thev had received a commission 
of Rs. l,ll,492,66nP. 

!he officil!l. _nles, containing the returns submitted by 
'Onssa Agen~s· under the State Sales Tax Act show the 
annual value. of busjness· done in each of the ci!lendar 
yeats' 196I.t<;) J;9,9~ as foilow :-

1961 
1962 
1963 

1;74,498.04 n.P 
23,56,179.32 nP. 
22,62,754.70 nP. 

The return for tbe quarter ending 3-l-12-63, Is a Nil 
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retUrn while ·the annual return for. the year ending 
31-3-1963 show~ total turn of Rs. 35,09,517.59 nP. against 
which. Sales, Tax of Rs. 1,47,063.11 nP. was deposited. 
The concern was ·issued Provisional and Central Sales 
Registration Certificates Nos. CU 1-3.124 and CU-CI 747, 
which·certificates were surrendered by Mrs. Iswaramma 
Mitra ·to .the Sales Tax Officer through a letter dated 
21-2-64, in which it was stated that she had ceased to do 
any further business and returns upto 31-12-63, haG! 
already been filed by her. 

· · It has been alleged that 'Orissa Agents' is a benami 
c<incern of Shri Biren Mitra and that he was in fact the 
beneficiary of the .business done and the profits earued by 
this concern through supplies made to th'e ·State Govern­
ment.. There is of course no indication' of Shri Biren 
Mitra's connection if any with this concern in the official 
files, ·and in the· very nature of this allegation, it will be 
difficult to arrive at any firm conclusion without full and 
open enquiries and without· a thorough examination of the 
accounts of this concern. It does appear however, that 
prior to joining the Ministry headed by Shri B. Patnaik, 
Shri Biren Mitra had been taking personal interest in 
'Orissa Agents', which was claimed to be under the sole 
proprietorship of his wife Mrs .. Iswaramma Mitra. It 
appears. that 'Orissa Agents' .had secured the agency of 
M/s. Twrner :floare and Co. Calcutta. , In a letter dated 
March 13, 1961 from 'Orissa Agents',. to the above quoted 
firm, follqwing reference has been maj:le : 

"Mr. Mitra had a talk with you regarding the wharf­
age of Rs. 158.90 nP. which we had to pay and I 
understand that you are crediting that amount and 
also Rs. 130.60 nP. which we have paid for the 
freight; · Today we have received a reminder from 
the Executive Engineer, General Electrical Divisiom 
for those 499 fans to be supplied by l nd ian Electric 
.Works. Ltd. According to their orders the fans 
were to . be supplied 'by 20th March. · Please ask 
them to 'despatch the . fans within the 20th March 
l961. Though the order was placed on D.G.S. & D. 
rate we had to manipulate a lot for it and I hope 
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you can arrange to get some commission for 
on it''* 

It will be clear that Mr •. Sawhney of M/s, Turn 
Hoare & Co. to whom the above letter was addressed h, 
held som!l discussion~ with Shri Mitra in connection wi 
the business of 'Orissa Agents', who appear to h,a· 
secured an order for supply of fans to the State Gover 
ment. lncidel)tally, it may be mentioned that this par1 
cular order of fans does liOt find mention in the fil, 
handed over by the State Government relating to pu 
chases' from 'Orissa Agents'. · . 

·In a further letter of 'Orissa Agents' to M/s. Tum' 
Hoare and Co .. Shri Sawhney of this Calcutta firm h~ 
made the following endorsement for this office, in his ow 
hand on 27·3-64:-

"S. B. -This was ha11ded over to me' today by Shri Bire 
Mitra. Please write to them confirming our convet 
sation and ask for the advance. 

'Sd/-
27·3-61. 

'Orissa Agents' had also secured dealership rights o 
Bengal Potteries and )lad .been in correspondence wit! 
M/s. Allied Distributors and Co. of Calcutta who are tht 
sole agents for M/s. Bengal Potteries Ltd. The relevan1 
portion from a letter of 'Orissa Agents' dated 4th Novem· 
ber 1960 addressed to the above firms, is reproduced 
below:-

"Regarding supplies of products of Bengal Potteries; 
Dear Sirs, 
With reference to your letter NO.jfl:Jj:J/ oateo 
14-10·60. we have,the detailed market report on the 
products of M/s Bengal Potteries Ltd. and therefore 
are in a position to indent a wagon load of the same. 
As per the telephonic conversation between Mr. 
Biren Mitra, Cuttack and your personnel at Calcutta, 
it was decided to allow us a wagon load of your 
earth ware products with 50% of Class A variety and 
50% of .Class 'B'. 
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In a further letter No. DLP/12364(2}/62 dated Octobe 
27, 1962, of 'Orissa Agents', to the Allied Distributors o 
Calcutta the following finds mention : ' 

We are to thank you for your Mr. Tandon's visit to au 
areas with regard to your booking. Our representativ• 
conected him to Cuttack parties securin! 
firm promises. Since Bhubaneshwar market w.a1 
closed on Thursday and Mr. Tandon was to visil 
Behrampur we had fixed up an appointment or 
following Saturday for him to meet Mr. Mitra. 11u1 
we were sorry to note that Mr. Tandon did nol 
contact us as arranged on his return". 

Extracts from the above letters will cleary show thai 
Sliri Biren Mitra, at least in March 61 i.e. three month! 
before he became Deputy Chief Minister Orissa, had been 
·discussing business matters, of the concern 'Orissa 
Agents' with Calcutta firms. Earlier, in November '60, 
Shri Mitra again app!ars to have held telephonic conver­
satioll- with Allied Distributors on behalf of 'Orissa 
Agents', to secure for this conc.ern a wagon load of earth­
ware products. ·:What is .even more significant, is the 
fact, that even in October 1962 when Shri Biren Mitra 
was D~puty Chief Minister, 'Orissa Agents' had fixed up 
an appointment with him for a repre<entative of Allied 
Distributors of Calcutta. It may be argued that Mr. 
Mitra referred to in the letter dated October 27, 1962, 
may be someone else of .this name and not Shri Biren 
Mitra, Deputy Chief M:nisler, Orissa. The very fact that 
an appointment had to be fixed up in advance, for the 
representative of Allied Distributors, to meet Mr. Mitra 
will 'how that th~ · proposed meeting was with the Dy. 
Ch. Minister and no one else. 

There are, in the official records made available a 
number of letters from 'Orissa Agents', addressed to 
various Departments of the State Government but none 
of these appears !O have been signed by Mrs. Iswaramrna 
Mitra who is said to have been the sole proprietor of this 
concern. It is only in the few letters addres~ed to the 
Sales Tax Department in which tre signatures of ~rs. 
Iswaramma Mitra appear, and this was because the 
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relevant applications to this Department had to be signed 
by her as the proprietor of the concern. ·The letters on 
behalf of 'Orissa, Agents' were being signed by different 
persons-preSllDlably the staff employed by this concern. 
Who exactly was. issuing instructions to the staff cannot 
of course be determined, but the fact that Shri Biren · 
Mitra, at least until three months before he became the 
Dy. Ch. Minister. and in one instance in October 1962 
when he was already the Deputy Ch. Minister, had been 
t•kinl( interest in the affairs of this conc(rn, is of 
considerable significance. 

The State Government was ··requested to make the 
relevant official files regarding purchases made from 
'Oris~a Agfnts', available for scrutiny. Some of the 
files handed over are incomplete as certain pages appear 
to be missing; in some cases comparative quotations are 
not availabl!l on the relevant· files while in some cases 
although· there is clear reference in the note-sheets to 
certain quotations and page Nos; these do not appear on 
the files. This has created some difficulty in undertaking 
a proper scrutiny of some of the official records. 

The statements No~. 13 and 12 relating respectively 
to the detail. of purchases from 'Orissa Agents' and the 
total purchases of G. I. Pipes, paints and timber from this 
concern, indicating the overall value of the orders placed 
and the excess payment made by the State Government 
have been placed in Folder 'C'. 

Statement No. 12, placed in Folder 'C' will show the 
total value of the business done by ''Orissa Agents' for 
G. 1. Pipes, paints and timber, which apart from the 
tubular structures constituted the main items of supplies, 
separately during the period preceding the assumption of 
office by the Ministry headed by Shri B. Patnaik, and the 
period from the date of assumption of office, i.e. 23-6-61 
until September 1963 when· Orissa Agents are said to have 
discontinued their business. It will be 'seen from these 
statements that while in the pre-1961 period, the total 
business done by 'Orissa Agents' iQ respect of G. I. Pipes 
paints ami timber, was of the order of less than 10 lakhs, 
there was a remarkable increase in the business done with 
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th 'dov~rnment ,. during the period of Shrl Patnaik 
]I; .inistry in which Shri Biren Mitra was. the . Dy. Chief· 
.ill inister ,before. himself taking.over· the Chief Minister­
s· ip from 2ud October, 1963, and ~e ·total value.of this 

. business pame to,.well over 60 lakhs .. It .will also be seen 
that on purchase orders oil the value of.Rs. 60 lakhs the 
State Government had· to make excess payment to the. 
!Une.of over Rs. 20 lakhs to Orissa Agents. 

It will perhaps be of some interest .to discuss briefly, 
by way of illustration the manner in which soine of the 
orders were placed on Orissa Agents. , 

Order No. Li/1/62-8341 dated 20-8-62 for I lai'h rfl. 
of 6" dia; . G. I. Pipes placed by Chief En!!ineer. 
Public Health, Orissa: 

The Chief Engineer, Public Health, Orissa, invited 
tenders. on, 10-7-62 for· I Jak~ rft; 6" dia. G. J. Pipes 
Class. 'A'. .Last date for submission of tenders was 
20-7-62. One per cent security . deposit in the shape o( 
National Plan Certificates was to be remitted with tender.· 
The tender notice, which was sent for publication in three 
Uriya . and two · Et;~gli~h ·dailies; appeared in Calcutta .. 
papers on 17-7-62. This left three days for suqmjs~ion. 
of tenders, . which coupled with . the condition of I% 
'ecurity in the shape of National Plan Certificates, 
would have normally practically shut out . all outside 
tendering. The .very, large value .of 'the 'order appear& 
however to have resulted in. 39 tenders . being received,. 
although only 10 9f~hese were for.6'.G. I. Pipes; the rest 
being for various accessories., As was only to be expected 
29 of . these 39 , tenderers · .had not remitted securitv 
deposit and their tenders were, therefore, conveniently 
rcjrcted .. ' One of these rejected . tenders was of M/s. 
Amin, C!:Jaqd Pearey Lal, ·for . Rs. 14 .. 75 nP. per 
rft. . FOR .Calcutta and sales ·tax at I%. Their offer 
undoubtedly entailed import licence, but . this wa• 
from . rupee · currency area and. in . any , case the 
lender was not rejected on the ground of posslhle 
difficulty of import licence but for non-receipt of security 
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money although the tenderers were one of the established 
suppliers and their offer would have saved ·t.he State G9vt; · 
over Rs. 4 lakhs. Although the tender notice was-. for 6 
G. I. Pipes, Class 'N Orissa A,gents had quoted a ·rate of · 
Rs. 18.75 nP. per rft. for Class 'B' only. Although some 
other firms had quoted for Class·'A' the fact that Orissa 
Agents had not ·done so, appears to have resulted in a 
novel argument being adva,nc.ed as follows : 

"G. I. Pipes of 6" diameter are manufactured in Class 
'B' and above; so the quotations for Class '8' have 
been considered". . · 

Having rejected the other tenders,. including M/s. 
Amin Chand Pearey -Lal, who were the lowest, on tne 
ground of non-receipt of security, and having decided that 
instead of Class 'A' pipes Class 'B' pipes were to be 
considered, the quotation o£ Orissa Agents was found to· 
be the most favourable and an order was accordingly 
placed on them on 20-8-62. · Their security deposit was 
also short by Rs. 1690 but there is no indication that they 
were required to make good this short payment. What 
.is •o.f special interest,· is the fact' that the prevalent DGS · & 
D: rates with the Indian Tube Co. for 6" diameter seam-' 
less pipes capable of withstanding high pressure and 
generally more expensive were Rs. 9.14 nP. per rft. + I% 
Central Sales Tax. Further only· in June 62; Superin­
tendin.g Engineer, Public Health Circle, Bhubaneswar, 
ha.d on the basis of quotation of Orissa Agents themselves, 
placed on order with them for 6" G. I. Pipes at Rs. 15:25 
nP. per rft. According to Kalinga Tubes prices circular,­
their ex-works rate at the relevant time was Rs. 11.50. 
The order being ofthe order of over Rs. IO lakhs sanc­
tion of the Government was necessary, but this al!ro does 
not apper to have been obtained, On this single order 
alo!!e, the State Government made excess payment to 
Onssa Agents, to the tune of over Rs. JO lakhs, on the 
basis of the then available DGS&D rate and nearly 
Rs. 4 50 lakbs on the basis of the lowest quotation of 
M/S Am'n Chand Pearcy La!. Even if Kalinga Tubes 
own price circular is considered, the State Government 
paid some 7 lakhs in excess. 
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Public Health Department File No. 1-2 

, • Qu~tations were invited for .G: .1:; Pipes of dimens!on 
! to 3 , . the last date of submiSSIOn of tenders bemg 
6-7-62, . but this appears. to )lave been . postponed to 
16~7-.621!lthough quotations of l5 firms had been received. 
The comparative statement compiled on ·30-7-.62 indicated 
that Binaik Trading Co .. and M/s Utkal Plumbing Stores 
had quoted tht: 'lowest rates,. · A note was, however, 
recorded on 1-8-62 that the lowest tenderers had been 
asked to deposit 1% security,' but Binaik Trading Co. 
had expressed their inability to make supplies and would 
not, therefore, be presumably interested any longer. and 
no reply had been received from Utkal Plumbing Stores. 
There is no indication in the file of such enquiry having 
been addressed. to the above firms. Having thus eliminat­
ed the lowest tenderers, .15 separate orders of the value 
of several lakhs were · placed on Orissa Agents from 

'21-8-62 to 19-10-62 and on certain dates. several separate 
orders Were placed, on the same day, presumably to bring 
the value of each order within the financial competence of 
the official concerned. The non~availing of the then 
prevaililig DGS&D rate and the rejection of the lowest 
quotation . resulted in the State Government having to 
make substantial ex~ess paying on these 15 orders. 

Orissa Khadi and Village Industry Board 
File No. ISK. 3/62 

Limited tender enquiry was addressed to five firms 
on 16-4·62 for various kinds of timber, the last date 
for submission of tenders being 20-4·62. Only two of the 
live firms addressed, and· some otherfirms. who appear to 
have learnt of the above enquiry casually, submitted 
quotations which continued to be received until 30-4-62. 
The quotations were not examined until 29-5-62. Orissa 
Agents quotation dated 20-4-62 appears from the file to 
have been received· by the Board only on 30-,4-62. From 
the noting it appears that it was suggested that orders 
for teak and seamu qna)ity of wood inay be placed with 
A. B. Behnt and fo~ Kusam a!)d Halandu qualities on 
Gopi Nath Sahu. lowest t~nderers. ·Nothing happened and 
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on 12-6-62, in a further note, it was incorrectly recorded 
that the quotation of Orissa Agents alone had been 
received by 20-4-62, the last date fixed. It was further 

· suggested that the tender notice having been issued with 
delay of 6 days, a grace period of 6 days. may be allowed 
and the quotatioiJS rec;eived until 26th April 1962 may be 

. taken into consideration along with the quotation of Orissa 
Agents.. N" reasons have . been recoroed for .. orissa 
Agents being. singled 'out tor. this conside\-ation.. Else­
where iihbe.ooting it was pointed out that Na;ik Brot~ers' 
quotations ,although l.O'Y~st; did not ·c(eady indicate 
whethe~: Orissa Sales Tax was inCluded or not and whether 
the rates. were· . .for:.FOR Bhubaneswar. 'Orissa Age.nt~ 
appeared to. have agreed . through .negotiation$· to supply. 
the required'~ quantities of. timber at .·the' rate .o · · Naik 
B'rothers' provided sald'tax.licen~e for Khadi was·' amend­
ed to include·:the item 'tiinoer' also.; on this basis· an ord r 
of the va!l!e,O( Rs; •52,775 was: plac;ed on . Orissa· Agents 
on 20-7-62 •.. No clarification was ·sought from . the lowest 
tenderer-,Naik Brothers .. A 'draft order for· supply of 
timber of: ~lje. value of' Rs. 22;275/-, duly signed 'on 
29-5-62, i& ·~~va.ilable oil the file but. was apparently not 
issued as against the 'relevant quotation the word 'with­
drawn' without ,fpitials 'or. signatures; has' 'been poted. 
Orissa Agents·: were·. unable :to 'make ·supplies and the 
department'\vas ultimately forced ·ro make .local purchases; 
But it is of.interesHhat ·even these· local-• purchases wete 
made at the .rates lower than tr.ose which had been 
accepted fr9n);, Orissa Agents.' . The manner· in which 
supplies were· made, will be clear from an extract from a 
note dated 10-9-62, which:. reads ''from theinception of 
Karyale timbers were being purcha~ed · from Nayak 
Brothers till the end of 19.10.6!. At the time Saranjam 
never felt the shqrtage. Orissa Agents had accepted the 
order from 61-62. and from that period onwards shortage 
of timber became. common complaint ·of the workshop. 
While Nayak, 'Brothers could · be al>le .· to supply our 
requirements wit.Jiin '2 or. 3 . months, ·Orissa Agents weTe 
not able to futfil the· same within a year's' time as a' result 
of whic~ thP wpt~sh~p had to .. sustain huge· loss¢s by l)ot 
completmg the apnual production target. 
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In connection with another o~der by the ·same· De~art­
ment of the value .of· Rs; 1,04,'590; an· advertisement 
appears-to have. been .pJiuhid in the local paper 'in August 
l96l. Pages No. 111, 1 n: llS and· US of this file· are 
missing · Seven quotations wcbre received' opened . on 
15-8-6l,'and a· comparlnive statement prepa:rcd. · Appa­
rently the rates qu:>ted .by Orissa. Agents·.were•not favpur• 
able and fresh quotatio·n frtjm'Orissa Agents;·bearing the 
date 2\C8~6l Were obtained and a· fresh COmparative State• 
ment compiled. On the basis df ,.the revised quotations 
of Orissa' Agents, which! were natl)raJly then the·Iowest an 
order ohh!1 value of,.Rs. •1,04:590 was.placed•on them:· 

In this case also the supplies made by' Orissa Agents 
were the subject of adverse.comniebts from, the Superin" 
tendent ofJhe.workshop who: in his note .. dfited25-1.-6.! 
observed lhat Orissa Agents. had suppuea only two smaU· 
wagons ofteak anil'6ne truck of Non-sal. wood and the· 
Teak logs were full of .. knots and. holes of ve'iy, bad 
quality and he. was afrai4.lhaL when the teak logs were 
cut into sizes, there. 'would· be. a ·great' '\vastage. In a 
further nate dated 14--2-62 tt was observed that the'kind of 
Non-Sal lpg: :Which was being received ,was .not in the, 
order and that the firm was supplyin~ ·very 'hard tyP\l of 
logs which cou)d not be made use of, The mpplies .had 
also been oadlv dela:Ve& .lt was indfcated that 'the 
Karale would ~uJrer.corisiderab!e :los& as C<:'riSideriJ\'g the 
quality of w'dod ibein!! reccived •. there -wou1d be wastage of 
60to 70% · 

Some of the more· important trregulanues nottceo 1n 
the scrutiriv of the relevant files regarding purchase. from 
Orissa Agents are summarised below:-

. (I) Failure to' avail Qf ·oGS&D rate c<'ntract tor. 
supply of G. I. pipes, Which it. appears toulq_ hav¢ 
saved .the State Government over 20 '·lakh s, on 
the total purchases of about 60 !akhs, 'made during 
the period 23-'6-61 to 30th Cctober, 1963; Even 
where• liinited tender enquiries were floated, the 
time allowed for submission Of quotations f Ct' 
goods . of value . of several lakhs was so 
short as to virtually shut-out outside. tenderers. 
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In the case of the largest order for 6" G. I. Pipe 
of the value of over 18 lakhs, in which outsid 
firms . were given hardly ,4-5 days, , to submi 
quotation, a furiher impracticable cQndition wa 
imposed that security money of 1% of the .tenderec 
amount should be remitted in the shape o 
national plan certificates. 29 of the 39 tenderer 
were conveniently ,eliminated on accou.nt of thei 
failure to comply with this condition alone. Evet 
for an order of this magnitude, it was not consi 
dered necessary to avail of the available DGS&r 

. rate contract. 

Rejection of lowest tenaers, wben these did no·, 
emanate from Orissa Agents on all sorts of ftims) 
and . sometimes factuallv incorrect grunds, sucl1 
as:-
(i) . Urgency, which howr.ver, does not appear 

to be borne out by the manner in whid 
supvlies were made by Orissa Agents and 
accepted by the clepartments without 
objection. 

(ii) Unjustified assumptions that the· lowest 
tenders had not included the element of 
Sales Tax; that it was not indicated that the 
supplies '1\;cre FOR destination; that the 
tenderers would not be in a position to make 
supplies within the stipulated period. 

There are cases in which some of the departments 
placed orders of substantial value with Orissa 

, Agents not because there were any immediate re-
quirrmcnts, but merely because there was 'anoffH 
of the goods in question, from Kalinga Industries 
Ltd. This sho\\ s that the departments concerned did 
not even pause to ascertam and verify whether the 
goods were, in fact, required and if so, in that 
quantity. 

In certain ca"s factually· incorrect noting was 
made on the files regarding the date of receipt 
of quotations from Orissa Agents. In some files 
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there are clear indications of papers being tampered 
With. . 

(5) The secrecy of tendering system even 10 tin­
limited number of case·s, where tenders or quota·: 
tions were invit cd, does .not appear to have been 
observed. Quotations were obtained from Orissa 
Agents after the ·teqeipt i>f oth;;r quotations and· 
after these were kno)'Vn. 

(6) In certain case!>,, by way of justification :fo:r. plac­
ing ·the. orders with Orissa Agents, it was noted 
on the file. that the lowest _tenderers had intimated• 
that . they were. unable to make supplies, Such 
intimation,. however 1 finds no c.orroboration from 
any papers on the tiles. ·Although Kalinga Tubes­
Ltd. were- themseves on rate; :contract with 
DGS&D for certain dimensions of pipes from 
15·4-62, even rhi< Tate wa• not. availed of bv the· 
departments. 

· It has already been point.,.d out that Kalinga TUDes 
Ltd.; and Kalinga Industrie-s Ltd.; with which Shri Th 
Patnaik has been directly associat!'d, by appointing. Orissa: 
Agents as their authorised dealers for Ovissa, had enabled 
this- concern to come to occupy virtual!~ a monopolistic 
position in the State, for the supply at least of the tubes 
manufactured by IGllinga Tubes I,td. and the Tubular 
Structures of Ka!inga Industries Ltd., to the State Govt. 
and through this .-arrangement Kalinga Tubes themselves 
managed to avoid any obligation of selling G. I. Pipes to 
the State Government, on the· basis of their own price 
circular. .Even when Kalinga .Tubes Ltd. came on 
DGS & D rate contract for certain dimensions of pipes 
from April 1962; the State Government Departments for 
reasons which are· not clear failed to avail even of this 
rate: contra( t · durin$! lhe relevant period and orders 
continutd to be placed with OrisSa Agents .. 

There appears, therefore, to emerge from th'is di~· 
~ussion a discernible pattern under which Kalinga Tubes 
,td·lmd Kalinga Industries Ltd., in which Shri B. Patnaik, 

first personally and later through his wife Mrs Gyan 
tnaik and their children had personal interest, appoint 
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Orissa Agents claimed to be the sole proprietary concern 
of Mrs .. Iswaramma Mitra, wife of Shri Biren Mitra, as 
authorised dealers for the. products of these two compan­
ies for Orissa.. The two companies manufacture G.l. · 
pipes tubular structures and refrig~rators, etc. After the 
assumption of office,by Patnaik Ministry, the State Govt. 
Jay dowri an ui:msual purchase policy under which it be· 
comes ·obligatory on State purchasing departments, to 
make purchases only from local manufacturers, or from 
authorised dealers of outside firms. Orissa Agents have 
already secured agency for Orissa, in re'spect of paints 
also ... Simultanebu~ly the Governmental purchases of 
these particu.Jar i.tems. registered a remarkable increase 
following the coming into offiice of Patnaik Ministry. 
On one pretext or another, even where lower tenders are 
received, the departments continue to place orders with· 
Orissa. Agents alone. Even where Orissa Agents failed 
to make the deliveries within the stipulated time, asked 
for ·an increase in the value of the order to enable them 
to despatch wagon-loads, revise rates after the placement 
of the order, the departmen.ts are found· to suffer all these 
terms without ·question. Outside competition having 
already been excluded by the purchase policy enunciated 
in the Finance Department Circular dated· 17.11.61,. even 
local competition was eliminated at 'least for the princh 
pal items in which Kalinga Industries Ltd~. Kali11ga Tubes 
Ltd. and their authorised al!ents Orissa Agents;. dealt as 
these could only be procured .within the State. from Orissa 
Agents alone. As will be seen later in this~ report, 
regarding purchases of Tubular Structures of .Kalinga 
Industries Ltd .. even State sponsor"d concern . Orissa 
Prefabrication· Ltd.,· manufacturing Tubular Structure, 
which ·commenced business in May 196!, a month prior 
to the assumption of Clffice by Patnaik Ministry and which 
was re~ommcnded bv. the Director of Industries· to all 
departments for placement of orders, .. was at no .time 
considered for making supplies to the State:Gove~rpent •. 

It will be , seen . from the above and from the State· 
meot Nq: 13 which shows the extent of excess ·payment 
which the State Government. hac\ to make to Orissa 
A.p,nts, tltat, this concern under the sole propriet&rshin 
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of Mrs. bwararama Mitra received substantial undue 
benefit of the order for several Iakhs, which could not 
have accrued ~o this concern, but for the peculiar arrange­
ment arrived at between Kalinga Tubes Ltd., Ka!inga 
Industries Ltd and Orissa Agents and the pruchase policy 
laid down in November 61, by the Government beaded 
by Shri B. Patnaik in which Shri Biren Mitra was Deputy 
Chief Minister. 

It may be argued that the Finance Department Circul­
ar dated 17. 11. 61 was modified in MILY 62, and there­
fore, there we•e no longer any restrictions on tha purcha~ 
sing Departments to invite quotations from outside the 
State. It may be mentioned, however, in this connection 
that ~ven the revised cir~ular of May 62 ensured contin­
ued preference for local manufacturers and local agent5 
of outside firms and consequently, preserved the special 
position within the State of Kalinga Tubes Ltd., Kalinga 
Industries Ltd and Orissa Agents for the products in 
which these concerns were interested. Other devices 
were resorted to by the departments as has been mentio­
ned above, to ensure the continued placement of orders 
with Orissa Agents. 

It can also be argued that the sales of G. J. pipes ami 
tubular structures, ·manufactured respectively by Kalinga 
Tubes Ltd. and Kalinga·Industries Ltd., to the State Govt. 
were not substantial considering the total production of 
these companies which could not, therefore, be interested 
in manipulating an arrangement of the type described 
above, While this can be answered satisfactorily only 
after examination of the sales made by these companies. 
there is no getting away from the fact that Kalinga Tubes 
.Ltd. through the intermediary of Orissa Agents were able 
to make the supplies of G. I. pipes to the State Govern­
ment on rates which had no relation to the then available 
DGSD rates. In so far as the tubular stractnre of the 
Kalinga Industries Ltd. are concerned, from what can be 
ascertained from the total sales indicated in the annual 
Balance Sheets of Kalinga Industries Ltd., a vezy substaa­
tial nortion of the production of these structures wenl 
Sllpplied to the State Government at rates which were 
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almost arbitrary as no proper tendering system was 
resorted to by the departments concerned. -

There is finally, the question as to how Shri Biren 
Mitra can be said to have benefited from the concern 
which was claimed to be under the sole proprietorship of 
Mrs. lswaramma Mitra. An answer to· this, cannot 
naturally be found in the official records. It seems to be 
clear, however, that Mrs. Iswaramma Mitra-,-wife of Shri 
Biren Mitra as the proprietor of this concetn, as the 
authorised agents for Orissa for Kalinga Tubes Ltd. and 
Kalinga Industries Ltd. and then by the isgue of the 
Finance Department Circular dated 17.11.61, the remark­
able increase in the . Governmental requirements of the 
JZOods in which the Orissa ~gents had interes~ and. the 
various irregularities which were committed by the pur-' 
chasing department, for placing the. orders with Orissa 
Agents. It is obvious that Mrs. Iswaramma Mitra 
said·to be the sole proprietor of Orissa Agents could 
possibly ha,ve had no hand in t)le determination of the 
State Govt's purc;hase policy as laid down in .the Finance 
Department circular of November 1961 pr in getting the 
State Government Departments to disregard elementary 
-financial rules regulating Governmental purchases. Under 
these circumstanees, it would be difficult to hold' that the 
benefit resulting from the above circumstances calculated­
ly brought about was intended for Mrs. Iswaramma 
Mitra on!)' and not for Sh~i Biren Mitra also who alone 
was in a position to seeure for Orissa Agents a position 
of virtual monopoly in the matter of these supplies. 

-There is, of course, no indication in the official files 
t~at t~e purchasing departments were given any specific 
dtrecttobs or pressure was brought to bear on them to 
place orders with Orissa Agents. The c.ircumstances 
unQer which the officials of the p)lrchasing departments · 
concerned chose to disregard basic financial rules requir­
in~r the purchase of goods for the Government to be 
Obtained at the lowest available rates, and Jailed even to 
avail of the prevalent DGSD rates, can be ascertained 
only on open oral enquiries. It is clear, however, that it 
was not merelY a single department or a few individual 
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officials of the State Govt. who went about placing 
orders worth lakhs of rupees on Orissa Agents, disregard­
ing financi~ l rules, but several departments and a large 
number of officials. There can, therefore, be no question 
of an individual officer or a group of officers, for their 
own personal benefit, being in collusion with Orissa 
Agent~. t:J enable this concern, to secure orders at higher 
rates at the cost of the State. The manner in which the 
purchases were made from Orissa Agents can therefore 
cnly be explained by certain other influences !tt ·a higher 
level being at work.· . 

A detailed report qn this\allegation has been placed 
in Folder 'C'. 

Alle~atioo No. 3 
REPORT ON APPOINTMENT OF 

SHRI A. SRINIVSAN 

Shri B. Patnaik Chief Minister of Orissa appointed 
Shri A. Srinivasan as Chief Engineer-cum-Administrator, 
Paradeep Port Project although Shri Srinivasan knows 
nothing of. Marine Engineering. It has. further been 
stated that Shri Srinivasan advanced a sum of Rs. 50 lakhs 
to Shri Patnaik for supplying prefabricated structures to 
Paradeep Project. 

Official records show that Shri M.S. Thirumale Iyengar 
Adviser to Government in the PWD and Additional 
Secretary and Administtator, Sharavathi Hydro Electric 
Project, Government of M:ysore in a confidential letter 
dated 9th Nov. 1961, to Shri Shivaraman, Chief $ecretary, 
Orissa Govt. suggested the appointment of Shri 
A. Srinivasan, in connection with the Express Highway 
and Paradeep Port Works, under Orissa Govt. 1t was 
stated .in the letter that Shri Srinwasn was then working 
as General Manager, N eivelly Lignite Corpovation after 
retirement from Madras Service, on a salary of Rs. 2500/­
per month. 

Shri Shrivaraman, Chief Secretary, Orissa Government, 
wote to Shri Mani, Managing Director, Neivelly Lignite Cor­
poration requesting him to allow Shri Srinivasan to come 



28 ' 

ove£ to Orissa'Govt. Simultaneously, the Chief Secretary 
wrote to ~hri Srinivasan to ascertain if the latter would 
be agreeable to come over to Orissa and if so, to indicate 
the terms. Sbri Mani, Managing Director, Neivelly 
Corporation, in his reply to the Chief Secretary, Orissa 
Govt. stated that the Neivelly" Lignite Project was at a 
critical stage and it wotild be out of question to spare the 
services of Shri Srinivasan. Shri Srinivasan himself how­
ever, in his letter dated 7.12.61 to the Chief Secretary, 
Orissa Govt. while thanking the latter for treating his 
correspondence 'Personal and Confidential' indicated his 
willingness to come over to Orissa Govt. on a 5-years 
contract. on a salary of Rs. 2200/- per month with incre­
ments, exclusive of pension from Madras State Govt. and 
a rent free quarter. 

In a note dated 13th Decembe.r 61 from the Deputy 
Secy. tv the Chief Secretary it was suggested that in view 
,of the terms indicated by Sbri A. Srinivasan, the scales 
of the post of Chief Engineer-cum-Administrator previ­
ously fixed at Rs. 2000-50-2500 may be revhed to 
R.s. 250D-50-2750 and funh•r since in some other cases 
also a departure had already been made from the ··rule 
requiring that in the cases of re-employment of retired 
Govr. servants, emoluments had to be fixed so that tlt_ese 
plus the pension drawn did not exceed the last pay drawn 
by the Govt. servants, . in the case of Shri Srinivasan 
also a similar exception may be made. The Secretary, 
Finance Dept., pointed out in his note dated 20th Decem­
ber 61 to the Chief Secy. th,at the cases ·referred to by 
Shri Gian Chand, Deputy Secy. in which a departure had 
been made in some cases of re-employment, the position 
was different as these cases had occured beforq the rele­
vant dr.cision bf the Government of India in 1958. He 
added however that since· Shri A. Sriaivasan was the only 
choice, his pay may b~ fix,d as proposed by P. & C. 
(Paradeep) Depar,tment after taking ~pecia! orders of the 
Govt. The Chief Secretary in his note dated 1.1.62 
sougbt the Chief Minister's approval for a 5-yean con­
tract for Shri A Srin1vasan in the scale of R~: 2500-50-
2750, exclusive of pension and rent free quarters and the · 
Chief ¥inister, the same day aceorded his approval. The · 



Chief Secy. in a petSOJila\{confidentia\ D.O. letter dated 
2nd January '62 conveyed the acceptance of Shri A Srini­
vasan's terms to him. Shri A Srinivasan, however, 'in his 
letter dated 6.1.62 requested that the proposed reference 
to the Public Service Commission regarding his appoint­
ment may be made after about a mcmtb by which time 
he expected to be relieved. He further requested that 
the reference to Shrl G.V. about his appointment may 
a!s() similarly be deferr~d for 2-3 weeks till his relief had 
been agreed to, as in the event of Shri Mani or the Board 
of Directors getting an inkling of his intention to leave 
pressure would be brought to bear on him to continue 
in his present employment. 

As desired by Shri A •. Srinivasan, no reference was 
immediately made either to the State Public Service Com­
mission or to Shri Venkateswa.re Iyer, Secretary (Trans­
port). It was only on 27.3.62 that the Chief Secretary in . 
a D.O. letter to 5hri Venkateswara Iyer, Secretary (Tans­
port) Government of India informed the latter that Orissa 
Government proposed to appoint Shri A; Srinivasan as 
Chief Engineer-cum-Administrator, Paradeep Port on a 
contract for 5 years and since Paradeep being a majo · 
port would ultimately come under the control of Ministr 1 

of Transport, he enquired as to whether Shri Venkates­
wara Iyer had any ob.iection to the above proposal. Jn 
a sote recorded two days earlier on 25-3-62, the Chief 
Secretary had also indicated to the Chief Minister that he 
was writing to the Secretary (Transport) Govemwent of 
India but when he had last met the Transport Secretary 
in Delhi, the latter had told him that while Shri Srini­
vasan was an excellent engineer, it would be wasting him 
to put him on the port work as he could be used for other 
things. In that note the Chief Secretary had also added 
that he personally felt that after Sbri A. Stinivasan had 
set the port work going, he. could very well be taken- over 
fo( Tikkerpara. On'2.0-4-62 the Chief Secretary in a note 
to the Chief Minister. observed as followa :.:... 

"C.M. 
As Yenkateswara Iyer is delaying his reply· to P.E. 
21/C, ·I sulamit orders of CM pre-page may now be 
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confirmed. We can utilise Shri Srinivasan elsewhere 
if Sb.ri Venkateswara .is obstructive." 

· Th~ Chief Mmister then ordered that there was ·no 
need to wait for Shri Iyer's Jetter.· Shri Srinivasan may be 
engaged immediately and appointment order may be 
issued. 

Shri G. Venkateswara Iyer m his D.O. reply dated 
23rd. April 1962 to the Chief Secretary, Shri Sbivaraman 
suggested that since the State Government were still · 
awaiting the receipt of tbe project report from the con'­
sulting engineers and collecting data for taking a decision 
on the site, the question of appointing high level officer 
to be in charge of actual construction could only arise when 
clear decisions w~re reached on the major policy issues 
still pending before the Planning Commission. He indi· 
catcd that he was not therefore, in a position to consider 
the proposal for the appointment of 'Shri A. Srinivasan 
as Chief Engineer-cum-Administrator, in charge of the 
project and advised the Chief Sectretary that he may 
constitute a special field Investigation Division under a 
suitable Executive Engineer to carry out preliminary work 
such as collection of data under the direction of their 
Development Officer in case this had not alreay been 
done. · 

In his note dated 8.l5·62, to the Deputy Chief Minister, 
the Chief Secretary while referring the previous orders of 
the Chief Minister requested for permission to take ·fur­
ther necessary action ·in anticipation of,_~he approval of 
the Council of Ministers for enhancement of the scale of 
pay of Chief Engineer-cum-Administrator Paradeep Port 
from 2000-50-2500 to 2500"50·2750 and added that the 
service records of Shri Srinivasan wit! be obtained from 
Madras Government and thereafter a reference will. be 
made to the Pubic Service Commission for ·concurrence. 
Referring to Shri Venkateswara lyer's reply, the Chief 
Secretary obtained "I bad foreseen this in my note ·at page 
14/Nfante, Unless w~ have our me11 the work cannot be 
expedited accotding to our conditions. With the best of 
intentions Government of India's reactions were generally· 
slow and steady. Chief Minister had already ordered 
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that We should go ahead on our own. This is for infor­
mation". Tne Deputy Chief Minister initialled the Chief 
Secretary's note on 9-5-62 in token of approval. 

Shri A. Srinivasan joined ·as Chief Engineer-cum­
Administrator Paradeep Port on 1·6-7~62. It was only 
after he had taken over as Cnief Engineer Paradeep that 
on 13-7·62 the State Government moved the Public 

. Service Commission for approval. The Commission 
replied back to say that the cases of other persons 
said to have been . considered for the appointment 
may also be forwarded to them along with the qualifica­
tions laid down for the post. They 1a1so suggested that 
the post may be advertised and Shri Srinivasan asked to 
apply to the Commission. Concurrence to provisional 
appointment for six months wa.s, however, accorded. On 
receipt of· this reply from the Commission, the Chief 
Secretary observed in a note to the Chief Minister as 
follows:-

' "C.M. 
P. 88/C.P.S.C. in action! What should we do? 

The Chief Minister in hia Minute dated 7-9-62 re-
marked: · 

"P .S.C. should be told clearly lhat tb1s post will not 
be advertised. Government's decisiop in this 
respect is final". 

On a further query from the Public Service Commis­
sion in November '62 for information. about the pay of 
Shri Srinivasan under Neivelly Lignite Corporation a 
reply was sent stating that Shri Srinivasan bad been dralw­
ing Rs.2000 in the sclae of Rs. !800-100-2000 as 

'Deputy . General Manager, Neivelly Lignite Cor­
pora \on. The Ccrnmission wrote back on ·9th February 
1963t to say .that while concurring in the appointment of 
Shri A. Srinivasan, they would like to observe that in 
view of the pay that he was previously drawing the scale 
of pay and emoluments fixed for his appointment to the 
present post appeared to be erring on the side of ex­
cessiveness~ · 



The official record also shows that when the 
terms of oontract of service of Shti A. SrinivasaD were 
being formulated the FiDance Department felt that und<!r 
the existing rules Shri A. Srinivasan would be entitled to 
leave as admissible to temporary Government servants 
for the first three years and there after, to leave as ad­
missible to permanent Government Servant•. The Deputy 
Secretary Finance in his note dated 26-10-62 to the Secre-
tary observed as follows:- · · 

"Secretary 
Shri Srinivasan was brought over to our service at 
the initiative of CM and under promise of the scale 
of Rs. 2500-50-2750. In view of this and in view 
of the fact that this is a contract service we may 
concur specially to the following:-
(i) Period of notice should be three mo~ths. 
(ii) He will have leave as admissible to temporary 

G ff I ovt. servants. . 
Finance Department appeared to have been asked by 

the Commerce (Ports)· DepartmentJ to reconsider their 
advice regarding admiisiblity of leave to Shri A. Srini­
vasan and since the Finance Departmen~ appeared to be 
unable 1'to make an exception in this I case, the Chief 
Secretary eventually in his note dated 19-11-60 observed: 

"It is 'regretted F. D. is objecting to the leave ten;ns 
though in the past they have agreed in some cases. 
Jt·is not easy to get Engineers of Shri Srinivasan'·s 
calibre every day. C. M. mav consider the l<>ov" 
terms in F. D." · 

The Chief Minister, in the Finance D~partmcmt thea 
agreed to the above sugg~stion of the Chief Secretary, in' 
a note dated 29-11-62. · · 

lt will be seen therefore from the above discussion of 
the rcilevant official file tbat although Neively Lignite 
Corpn. under whom SbriA. Srinivasan was serving on a 
salary of Rs. 2,000 per month, had intimated that their 
project was at a critical stage and they could not spare 
the serviee of Shri A. Srinivasan the State Govt. decided 



33 

to secure the services of Shri A. Srinivasan after 
·accepting the ·terms intimated by him confidentially 
to the Chief Secy., Shri Sivaraman. Secretary (Trans;; 
poit) Oovt. qf · India had, also·felt tbat the appointment 

•fJf a high ·leve( ojficer for Paradeep Port at the relevant 
time app~ared to be premature and he in fact ct>nsidered 

. that Shri Srinivasan would be wasted, in being placed. Oll 

vo.tt. constructio!l W!»'k· It ·js als~ 'Clear, that Shri ~~ 
Stm1vasan , was spec1ally favom;ed 1n the terms of h1s 
appointtnent, ~s an eJ!.Ception was made in his case not 
only 'to enable llim to .draw the already revised pay of 

· Rs~ 2500/· in the sCale of 2500'-51>-'-'-2750 in addition to 
his pension, against the existing tules, but also in the 
matter • of leave. · No ·other Jlllrson• was considered for 
'this appointlllent ·and even the Public Service CCim.miss· 
ion's suggestio11 to advertise. the post was . not acceptable. 
The Commission Yiere of tpe view that . the pay . and 
emoluments· fixed for Sbri Sripivasan considering the last 
pay •drawn by b,lm 'erred ori ·tile· side of excessiveness. 

· Shri B. Patqaik as Chief· Minister, holding· the charge of 
the Finan~e ' Depattment, personally · passed ·orders 

. authorising exceptions to' be made in the ·case of Shri A. 
Srinivasan·iiJ. tnt! matter of the terms of his appointment 
and even tb,e original pay scale was substantially revised 
in favour of ~hri "'• SrinivaS\l,ri. · Thb not~ dated 26·10-62 
by the Dep,uty Secretary, FiiJllnc~ ,Department that Sbri A. 
Srinivasan bad, been brought to Orissa Qn the initiative of 
the. Chief, Minjster, shows ~hri Patnaik's personal interest 
in the ma\ter £fthis appointm~nt. 
.. Shri ,P!ltnaik, Chief Minister, •took! over the suDJecl 

'Ports' which formed part of the. Department of Commeree, 
directly under ,.liis charge on 17tll J11ly 1962. Shri A • 
.Srinivas<J,n · took over as .Chief Engineer·(Ulii·Administrator 
Paradeep Port on ]6....,7~72." The <Jate is of some relev· 
ance :as only 5 days earlier, Kalinga Jnds Ltd., on their 
"wn had offered to the .Commtrce Oepar.tment 2500 tubular 
strul:t-ores of the value of Rs. 16 lakbs and Sbri A. Sriniva· 
san as Chief Engineer-cum-Administrator Paradeep Port, 
promptly advised on·.21·7-62 the purchase of these struct· 
ures when at the relevant tim.e :he . could not possibly be 
e~enected even to W.ve been aware &f the -actual require• 
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n\eots,,haying taken oyer bis new apppintment only s dayw 
earlier: ,_This is. also· botne ou.t from the relevant official 
files which· show. that in· spite. of Kalinga .Industri& Ud. 
ha"ing d61'ayed th~,d,ei i'vfi!~ of tu~ulat< structures by several 
months,. the Par11deep Port aut!}onttes were ,unabl~:> even to 
accept the suppBes for lac,k .. of.· st\>rage space and on 
accoun~ of likely damlige due w saline activity ii! tho port 
placenien.t of th~ praer, 'store~. wi,lrth Rs. 6 lakhs remained 
iying_ at' the' premises of I(alinga l,lldu&ries Ltd., it is clear 
th;~t there was il). fact· no immed,iate. · neeq.Jor. such a large 
·nl)mber. of these. s~ructures Jo.r Par.adeep }>ort ·when tltc 
order was placed·iJ:! .. A~~gust '62. 
. 1t hal\ also lle;m stated m t~e ·allegation that Sh ri 
Srin~vasa.n l;ad>,a4yant:ed · RsdD.llikhs to Snri Patnaik for 
supply !?.fP.re-fabricat~d .struot:utes fo't<l'aradeep Port. The 
reference 'il)'·tlle,.allegation .appears to he to the order for 
2500 tubil}l1.1'' st'!'l\c~ures, placed by the Commerce Depart· 
ment on l't'S·62,with Kalinga Industries .Ltd., after ascert· 
aining tlui'opinio)l.:pf Shri A. Srin\irasan, Chief Engineer· 
cum·A~ministrlltOJ{ Paradcep Po,rt •. · Kalinga Industri~s Ltd. 
had.in, their offer, oftbese.J~truetures. stipulated for 90% of 
the value· of.;,tbe .. or,l~r 'to,. be. ·p,.id .• in .advance.· This 
eonditio.n;had'been,aceepted· by'th.e .Commerce Department 
an4 'a!\.' advancq,q.f over Rs .. , r4 lakhs had'been paid to 
Kalinga Jndllsti'ies: within 2~ li€iurs from the placement of. 
the <?r~f)r. . . 

Considei'itii!;''that .theH: 'iuo·iildieation in the official 
fiJes t)lnt ~aradeep, .Pprt anthor{t1cs were at the relevant . 
tJme m. ·need of~;sncb large'· numl:>er <If tubular structure& 
andJnJ~Wwe'fc lll)~le even,to find the space for storage 
or these st-ructures foi' o'>i·:T a year, the, 'special favo\!fS. 
sltoWll to Shri:·A. Srini~!fsan,in the matter of his appoipt· 
ment;,as C!ii"'f >·Engjn~eh-cum~Administrator; cap . alo'ne 
perhaps explain -the ad,viee·tenderea by hiin within 5 days 
of his Jlikink ·over . liis· new appointment,' to place .. the. 
order fot '2SOO tubular; structures of the value of.· ()Vet' 
Rs. 16 laklis/whenhe Wuld· obviously have had iiot ev.eJi' 
1111 ~nk:ling' of the acttlal ·.;,quirements if any of' these 
structure~, 'for Parade'e!J Port. · · 

A detailed report'' c)n, this allegation has been -placdd 
in Folder 'D'. 
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Allegati!ln Nc ·4·. to 6 
~ . 

REPORT: ON PURCHASES 'OF TUBULA.R: 
STRUCTURES~' 

(4) . 'Kalinga Ind:u$trles 1n which the State. Oovt. -ha~e 
a sifeapl_e, shar.e. enjoyed monepolisitc ·.posiUon 'jn, th~ 
supply_ of tubular tiasses . inauufaet:ured out 'of. rejectecJ 
pipes {)f Kaliilg~Wbes ~nd,. nq.ten\lers a>e. called' jn. re$~ 
· pect.of such supplies to· the. Govt. 

J5) .. Kalinga .Industries supplied tubular .trusse~ 
wortl;t R,s. I6lakhs t~ Commerc~ ,Pepartment for cotisttuc-. 
tion. of qParters ll' Paradeep -l?Qrt. , The offer: was · ·made. 
by K aljl}ga Jndu~tties .on. their ,own. :and• Dcl> ··tenders· were 
invited. ·According to t!J~;opinjon of Engineers tubular 
strucmres,were unsuitable f&r·construction··of quarterS· ·at 
l>arit.de)!p. · 
. (6) .. The State Govt. advaneed:_Rs. 18 Iakl).s to 

Kalinga·,Tubes in orie day ·on accoul}t of tubular' 'tl-us·ses 
fot, quarters . at · Tikkerapara · withoilf the Project being 
sanctioned arid special arran·gements w.ere niade ·to ·bring 
the.cash.f:rom Cuttack •. Puri and Bhubarieswar'' Branches 
of the. ·fltate Bank; 

Since all ;the above tl!ree allegatiolls relate to .the 
sppplieiiof.tubular structures by'Kaliriga .Industries· Ltd. 
to'thi Stitt,f'Govt; it'is proposed 'to disc\Jss .. these jo)fttl'y. 

It may be stated: at the o~tl;et that in~o ror as the alleged 
~Upply of tubular1Struc~ures f~~ quarte.r~ at, Tikkerparajs 
concerned (allegation No.(i). the State,,G.ov,t ... h~ve, stated 
'hilt J;l,o files r~;gar'dinian~ such put<;hase a~e llVailabl e:, It 
is possible that \hese supplies. relate, , to. some .other, projeo.t 
~ndej: the Stlite'(}ovt:; bupn any case the ·matter. cannot 
~~.Piir.sued Jurtllc;r untiJ,more partic)llars ofthese.svpplies 
~re Jut!li~hed liY. the. MemoriaUsts, on .orl\1': enquiries. or 
olherwis.e. . 

The Tul5ular Striictures Factory of Kaling;1 Jn~nstries Ltd 
commenced· produlition inApri11.95!f;. The 'official record· 
shows thaHrom·December', 1958, onwards, .~bri B. Patn· 
aik who was then M.L.A:and Cha'irmiln,'Bn,;.:..~·,rmreO. 
tors, Kalinga_lndusti:ies :held ·diseusslo11s witb 'the _·tne~ 
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Development Commissioner\ Orissa 'Shri 'Shivaxaman, fl)t 
the use of. tubular structures, .in t~e prbpdsed constr)lcti'oil 
by the Oovt., of grain godowns. and .for cattle.,sheds eJc. 
On technical examination by the Dept.: it was .. foum~ ·, tl\at 
the·use of tubular structures would substantially. increase 
the cost of constructio~ of grain.' ~odowns and-' it was at 
that stage decided that the matter ,need not be . .pur~ued 
further. Shri B. Patnaik; 'howeyer, appears, to have m!uie 
further efiorts,' and it was tben deeided that t h~ original 
designs for goain-gollas may be modified t~ brio~ their 
cost, through the use of inferior materials so that the 'use of 
tubular structures, in the construction, may become possi­
ble. Shri Patnaik, Chairman, Kalinga Industries I,td., then 
offered to State Govt. in Feb, 1959, 30 tubular structures,• 
at the rate o(Rs.l; 015/- per unit; siating that the original 
quotation of Rs.l,lOO/; for this type of strucJure ·was 
being speci;llly, r~dJ!ced for bulk orders ·ofthe State Govt. 
The price circular receivelll from Matpa .Corporation, 
representing Tata~ Stewards- Lyods, however, showed that 
30' span tub11lar structures· were available ·from .. them at 
a lower rate. a,nd. Shrl. Patnaik· agreed' to ,supply these 
structures to the State Govt. at the rate of Metpa Cor• 
poration. Another firm 'Modern Traders' had also quoted 
for 25' span tubulai' structures qn favourable rates' but 
this offer was not eonsidered .9n ·the ground that only 
lO' span tubular structures were required and the Develop­
·ment Commissioner somehow also stelned to doubt'·the 
capacity of this firm to make supplies. As· a further argu• 
ment in favour of Kalinga Industres Ltd. it was stated 
that the State Govt. had also invested funds in this Co. 
An order for 347. units at the rate of Rs.947/· per· unit 
was accordingly placed on Kalinga Industries Ltd. by the 
Tribal and Rural Welfare Department for the construction 
of grain·gollas. Kalinga Industries thereafter req~ested 
for transport c;harges at Rs. 50/-per set which was accept· 
ed and even when they subsequently requested J.or <lO% 
of the value of tlie structures to be . paid in advance to 
them this was considered ,by the Development Com­
missioner, Shri Sivaraman, to be a. reasonable con­
iition which which was similarly accepted by ~he . State 
Jovt. ·No concurrence of the Finance Department, for 
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m~king such an adval!ce of the value of 90%of the sup· 
phes, even be fore dehvery was taken; · 
. n ;aJ?pyars from the official recbrds that the technical 
sou~dness of the Stfl!ctures offered by Kalinga ·Industries 
Ltd. was not determined when· the S\lbstantial oder was 
placed by the Tribal and Rural Wel.f~~:re' Del:uirt'ment. In 
fac~· the Chief Engineer (R &'B) informed Kalinga Indu­
stnes·Ltd. , iii LAugust 1959, that. the ··designs ,of these 
structures, submitted by•them did nof appoar .to confirni' 
to I.S.t standards with regard io f(ind' pressure 'etc .. anU · 
advised ·the strengthening • of ce~taln. members of these 
structures .. The Chief Engineer (Irrigation) Who ~as !Jlso' 
approached by Kalinga Ind11stries Ltd. · to. purcliase• 
tubular structure~, had 'the cost. of tliese structures worked 
out departmentally and had found that these structures were • 
~neconomic as compared ·to• convvntibnal steel structures· 
~nd he had inf.ormed Kalinga Industries: Ltd. accor.dingly; 
Jn 'fact tin May '1911.1 Chief· Eol!ine~i··(Irrigation). had 
advised his Superintending Engjneers against the purchase 
of these tubular structures, on the 'above gro1,1q~ arid in. 
that' connection hlld express~;d t~e, vieW that the structures 
suppplied by Ka,llJiga lndllstries to Bha!lrak. Schdol' had 
been·found to be del'ective andthat'the painting of 'these 
structures by, Kalinia Industries Ltd.' before making ·sup· 
plies, prevented any technit:al examination ofJhe 'welding 
joints.· The Superintending Engineers :were also told 
that these &tru~tur~s c;ould be q:~an'ufactur.ed dep,artiitental­
ly, if neceesary, a.t a vc;ry mu~h f:heaper cost. 

There is It riote . dated · 17;3.1960, or'~he then., Chief 
Minister, Orissa. from which it appears that ·Utkal. Mini­
ing and Industrial Association,'Calcu~ta,, had· made. a re· 
presentation to ,Shri Sanjivaya, President,' All·-Jndia Con· 
gress Committee'allegiilg ctbat the State Govt. had placed 
orders on ,a {llonopoly basis, for tubular gqpqwqs, on 
Kalinga IndJI~tHes·' and.-_ that. v~stcd, interestS df this 
nature were . proving 'll stuin'bling i block to ordinary 
business meq, ~;specially s~~ll ones, When a. note re· 
garding the orders placediW1th Klilinga Industries was put 
up for tbe. Cil~f Minister, he .o~served.that tl)e Fol!wany'! 
demand of 90% advance appearecj to be too h1gh · and 1f 
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any ~uch advance was to be. made,, other. .contrac::,tprs · may 
const.<uc~. ~he e)lilgin_gs. Following ·this decisii:nt; Shri. M. 
Ramakrishna iyer, wl!o appeaFS·Jo have~ taken,; over: a~ 
l,.ev~loi?n,t~nt -Qommissioner.held; d_iscus~opv.,vjt~~alin.ga 
}r, dustrleS L'td .. ' a~ a resw.r· of . W~JciL Kalmg~~._ )p.dustpt!!i 
Ltd.:.agree~ in May, 1960, to Wl\I.V~ .• t!l\j'conditio~ of. ~0% 
ad.vance on governnl,ei'l,tal;purchases. At: t~e.;J_I\St~nce .. of 
tl:b Dev~lopmen~ Commission,er .a tender eriquiry.;was. al~o 
fioat<lti in Ni:lvember 61 'for tubular·st(uctiires/ ~nd fJOIIl 
a no.te dated 30th Jan\Jary, 196~; ii comparative stat!m!eM 
of quota,tions r!)c~ive4' als() ·aPP~\lrs (o:hav'e, .b~c;tj· p~epar~ 
eel, shQwingthe-rare' qtioted.by',a'loca:l firm M) s: Jagannath 
Engineering Corporation, • Cilttaci<', . to .. be· lower, tb11m 
th_ose_of Killing:\: Iriflus_tries,Lt4/ ,A' ~ugi,eS.t!~n ,was, .h-~w­
ever, ll~tup.tl\l\ttl:l,e qtder fo~ ~upphes may. be, sp)tt, up 
b_et':":.e~: tlJ!sconcern 11n~- J<l\IingiJ: Indusw~s l.t~;L \lut .np 
dectslo.u. was·tl))<~n. fi: (l;l~th~~ ~ote d11ted .~0-~;6~, s,ho~s 
thai.a.fresh comparat1ve ~tate~¢nt of q'\lota.uon~ iQCil!ding 
tho~ e. of ci~tsi<:[~ firms,was ,:C~J,T!Vil~~,a:Jld th~~t:rev,eal!!!l. that 
~hl:,Hl!,otatlops ofKali?ga)ndu. ~t~ws . .we,r~" mc.omplf~~ ~~:nd 
m fact 1he .rates. o( ·twiJ .. tJ.rrn~ •. Jflgannl!th,-·;E;ngmeermg 
Corpn. and ,B,.P. 'Rungat;f 8i Co,,,~hvl:lf!peswar; ~ere 
:the •lowest .. Signifi.cantly"eo,ough the:re~~van:t comparative 
stat~me?ts;·, ref¢rred' to ~in . the ci19t~~~~~¢ts ,a.f being 
avaJ!able on pag~-6'00, ana 601, are not avallabl~ on the 
file ·handed 'over by tl\e StateQovt. The,!asi not~ 'on.' the 
files shoirs that it waq>ropo~ed 'tQ negotiate with Ka,linga 
Ind,l!stdes j..td, to. S\lpp!y tUbi!lar Sl111CIUt\l~:. at the . Tllte~ 
quotet:~: 'by' Jag11natb · Engineering, COrp~rll.tion', ·. The 
relevant notes nevertheless show thatthe tender ~iu\uicy 
floated· in Nov:, 61,:had: revealed that tubularis:trnctures 
werr,, available at lower rates than those quoted by Kalinga 
-Industries-; in,,J"une:;,62, ,_but. even ·then it:. was decided 
to negotiate with' Kaliriga IndustriliS Ltd.uf9t supplies at 
H.e lowest rates of Jagannath· Engineering Corporation, · 

Pa'tgaik Ministr}rassumed c,>fijce.'on· ,23rd 'June, '1961, 
ana the Finance Department under :Shr.i B. Pail\aik -issued 
a circular oR '17"1 1-61 under which purchases· could· be 
made by the Departments of t)le . State 'Govt. only from 
'local· dealers or from local A~:ents of olitsjde firms. Qnly 
. a menth ·ptior to assumption of office· by' Patha:ik Min)-
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;trv, the nirector of J•dustries had, in May, 61, informed 
111 . tli<l O•nartments that- 'the State'· sponsored firm 
· 'Rourkela Fabrication Ltd." were manufacturing various 
goods incl,uding roof trusses and had recommended this 
co,11cerh for-placement of orders for governmental require~· 
metitS' 

011 "!'TthJuly,. -1~62, Shtf B. J,>atnaik;' Chi~f Minhter, 
illso ass'nlned. cha,rge' of· the ,p'epartment' of 'commerce 

. (only_the subjet;t poi;ts); Shri,A. Srinivasl);u .had also, taken 
·over. ~s · Cb1ef :En~ineeT;·C~·Adminis~ra.tor,. Paradeep 
PoJ1, ,p~1y on 1~~7~()2~·- On ;;~2.7.62 i.e. oaly fou~·five 
days. pr1or to thes~ _developments, Kalinga Industries on. 
,their o]l'n wrqte tciJ~e Seer-etl\1)'. Comme~ce. Department 
.(Paradeep Project) ._tliat th~y,had)eamt w1th Interest that 
thi::_ 9<?yernment ~equired 2Soq_:_units of 20' span , tubul~r 
roofing .structures.for·Paradeep ,):'ort and that they were' 
'in a position to ,supply the en fire' requirements pravide,d 
_an order was placed for· the whole 1bt of 2500 units and 
~0% Ofthe , t()tal value o! t~e. structures. was paid i,i1 
advance. · on-:41"7"62; Shn Snntvasan, who had assume·d 
cliarge as :Chie:f Biigineei-c'rim-Administrator (Paradeeql 
'onJtfive ~;ivs:·ea~lier,. advjsed .the 'acceptance of ·t~ts 
. o~e~;'Tbe' Cb;iH Secret~rY;,Sh~i Si~a~aman, reoomme~d~4 
tlie·. peyment of· 90% .. advance .. •Stipulated 'i!Y. Kahn !Ia 
indiistries).td.;and th,e_ Chief Miitistet',' Shri Patnaik; wnc 
lield ·beth ~he Depts., , ofCommerpe (Ports) and. Finance, 
aecordeq his' 'a'ppr.ova!' on' --.10-8;62 of' the' proposal t<l 
aecept~the oift;t.of .{<P.Unga· ·Industries Ltd; The corret;­
poiidi~;P,!Ii'adeep :Por.t file' cont&ins a note dated· 17-8-62 
of the ChiefEngine~r-ciim~Adininistrator, PariLdeep P&llt 
.acc_Qrdjng ~o'wli.iclu.h~ Chief Engineer, Shri Srinivasani1 
lliii!Jiydi.~t~;_req!l,i~e!De!JtS'!iftubillllr stn:rcturos;: ·wore on~ 
ZQ,Q,n),linbers~·,;However, on the sallie. date; r.e.· 27-l!-¢., 
th!l.C?'mrnetc~.D~par'tmt~tll:PJaced an order for 2500timit• 
,of lfl~ value of.<?ver. Rs-. 1)() !¥\Shs ~nd within ·24 .honts 90Y, 
of,th!l _value oftl).e ordE'r al))flUntmg to over •Rs. 14 ·la ;h: 

•W!Is·,jlaid· 'bv the' ·st'ate;, Govt. to . Kalinga lndustrie 
L~ . 
. , . .,\ltp()1,1gh'the supp!iel of these tuourar _suucrnres· ." 

· Paradee_p ,Port were. tQ. be completed by Kalinga lndustne 
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Ltd. 1 by Feb. '196~ stores worth ·over over Rs. ·6 lakbs 
co~sisting, of purl~ns; ties, etc .. without which tubular 
structures could not even be erected; remained lying on 

'the factory.prcmises'of Kalinga .Industries Ltd. ale least 
until August,:J963 i.e. •nearly a. year .after. the placement 
9l the order. It further appears that the Chief Engineer, 
Sliri A. Srinivasan informed, the Secret\\!)', Commerce 
Dept. on 6-8-63 that he was unable to lift these stores 
as the Port area was subject to high •saline activity and 
there was .lack of space for· storage. · This aspect 
apparently !\ad not been· cpnsidercd by him when be bad 
'advised the purchase of large 9'uar'ltifies of structures for· 
which there aJ)pears to have been clearlv no immediate 
need;· 

'From the State Secretariat 1\l'es relating.to an Assembly 
Question it appear~ t'Qat on. I ~~7-62 when . ,Kalinga Indus­
tries Ltd. had offered 2500 umts of 23' tubular structures 
to Commerce (PoTts) Department and had''stipulated that 
90% of. th~ value ·of the order will have to be paid in 
advance,. an'. identical, offer ,.was promptly accepted by 
't~e, Corporatioi\. "along with· the stipulation of 90% 
advance. Here again there appears to have been no 
urgent need, because at the beginnin!! of 1964 i.e. over 
18 months after tbe, plli.;ement of the order, over 900 
of , these ·structu.r.es ·remained· t~nutilized with the Orissa 
Mirii".g Corporation. · · · 

tit is quite clear thafin: so far as the supply of tubular 
structures to , the State• Govt of Orissa is concerned, · 
Kalinga Ind,ustries :1enjoye<l mo'!opolistic position and : 
the purchasmg department durmg the period of Shri 
Patnaik's.Mini$try did not care even to.ascertain competi­
tive rates before placing their or!lers with Kalinga Indus­
,trie~ Ltd. In fact the Finance Department circular dated 
17"1 !-1961 and even the modification issued on 4-5-62 
·maintained this monopoly in favour •of tubular structure 
factory of. Ji;:l!)inga Industries Ltd. It has been pointed 
o_ut that a State Govt. sponsored· ~rm1 Rourkela Fabrica­
tiOn Ltd. had been recommended by the Director of 
Industries, in May, 1961, but no enquiries were addressed 
evfn to this firm when ~ubstantial orders were placed by. 
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'State Government Departments: It further appears from 
'the balance sheets of Kalinga 1ndustries Ltd. that the · 
position in respe~t of production of tubular structures was 
,as follows : 

1959-60 1275 tons sale of the value of Rs 23-00 lakhs 
1960-61 560 tons , Rs. 16-6. lakhs 
1961-62 '1200 tons , Rs. 26-6 lakhs 

Considering that the two subst'lintial orders placed with 
1Kalinga Industries Ltd. in August '62 by the Commerce 
Department and Orissa Mining Corporation were for 1290 

·tons of these structures of the value of over Rs. 32 lakhs, 
. it can be stated that bulk of the · production of these 

. ~'tructures by this factory .of Kalinga Industries Ltd., were 
being purchased by the State Government without proper 

-tender enquiries. In the absence of DGS&D rate con-. 
tract for tubular structures, since no tenders were invited 
it .is difficult to determine the excess payment which the 

.State Government may have made to Kalinga Industries 
Ltd. for the purchase of these structures. It had, liowever, 
been revealed from an order for 563 units of these struc­

·tures placed on Ka!inga Industries on 1st April 1964, that 
while the State Government in the Health (LSG) Depart· 
ment purchased these structures at per Rs. 3200 per unit, 

·the structures of similar specification had been procured 
from Kalinga Industries themselves, by DGS&D for 
Dandakaranya Development Authority, at the relevant 

·till)e, at the rate or Rs. 1860 per unit. In respect of this parti· 
.-cular order alone, the State Government appears to have 
made extra payment to the tune of Rs. 7 lakhs to Kalingll 

.Industries Ltd. even as late as in 1964. The relevant 
·official file of Dandakaranya Development Authority 
regarding the purchase of these tubular structures at the 
rate of Rs. 1860 per unit is being obtained for further 

-scrutiny. 
A statement No. 14 givi.ngdetails of purchase of tubular 

structures from Kalinga Indt~stries Ltd. as revealed from 
1:ecords so far scrutinised has been placed in Folder 'D'. 

A detailed report on these allegations has been placed 
-in folder 'D'. 
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· Allegation No. 7. 
, REPORT ON SALE OF LQW SHAFT FUR~ACE 

During Chief Ministership 'of Shri B. Patnaik,. the­
Low Shaft Furnace of Kalinga Industries Ltd.; at Barbil. 
was purchased by Industrial Development Corporation oi 
Orissa Ltd. The plant had been :mnning at a loss and 
accounts were manipulated to show profits. The plant 
which was valued at Rs .. 30·lakhs only wa$ taken over by· 
the Industrial Development Corporation of Orissa Ltd.,. 
for nearly Rs. 1 crore without proper valuation and with 
contractualliabi!itles of Kalinga Industries. Mrs. Gyan 
Patnaik was the Chairman of the Board of Directors of 
Kalinga Industries at the time of the purchase of the 
plant by the Industrial Development Corporati'an of 
Orissa Ltd. 

Statement No. 8 containing a note on the -Low Shaft: 
Furna-ce of Ka!inga Industries Ltd., at Barbil has been 
placed in Folder 'B'. 

Shri'B. Patnaik, prior to his assumption of office on 
23rd June, 1961, was Chairman, Board of Directors,.. 
Kalinga Industries Ltd .. with Mrs. Gyan Patnaik as one 
of the Directors. Ka!inga Industries Ltd. owned the Low· 
Shaft Furnace J:>lant at Barbil. 

Shri J3. Patnaik had entered into a licence agreement: 
with the German Firm "KO-WE" in 1954 under which 
Shri Patnaik secured the German firm licence to Instal. 
Low Shaft Furnace Plants in India. Shri Patnaik had. 
undertaken to erect two 'plants oflOO tons capacity. per: 
day within five years of the successful operation of the 
:first plant and three more such plants within t\le next :five 
years. The agreement provided that all industrial "KO­
WE" low shaft furnace plants in India . would be 
subject to royalty of 3% per annum of . the annual 
ex-works price of the molten production for a. 
period of. 10 . years and Shri Patnaik was t~ 
participate in the royalties with 1/3rd share. It 'was. 
:further stipulated that in respect of low shaft furnaces. 



43 

erected and pperated in India- by Shri Patnaik at his own': 
expenses or his associated companies, he would be en-· 
titled to a preference -royalty of 2% per annum at the­
annual selling price of the mol ton production of a period 
10 years. _ On the -·strength of this licence agreement,: 
Shri Patnaik applied to. the Ministry of Commerce & -
Industry, Government ofindia, on 29th September '54 for 
an industrial undertaking licence for the establishment of. 
a low shaft furnace at Chowdouar, which was subsequently 
changed to Barbil. Ministry -of Commerce & Industry in 
their letter dated 3rd December 1954 informed Shri­
Patnaik that it was proposed to issue a licence to him, but· 
stipulated that out of the royalty of 3% per annum, the 
royalty to "KO-WE" shall not exceed 1% in cases where. 
Shri Patnaik sets up furnace of his own, or in association 
with other companies and .it shall not exceed 2% where he 
promoted the installation of the furnaces. In either case 
the balance of royalty due to Shri Patnaik would be re­
tained in Indian rupee for payment to him as commission. 
Shri patnaik, while moving for permission to change the 
location, of the proposed plant, to "Chowduar or any other 
suital)<le site" also drew the Ministry's attention to the 
fact . he had, under the ·contract with the German firm, 
undertaken to put up five more plarits of 100 tons daily · 
capacity each with 10 years of the successful operation of 
the fir!t plant and requested that this may be specifically 
incorporated in the proposed licence so that his exclusive -
rights may not be jeopardised. 

In the State Industries Department, the opinion of the 
Industrial and- Technical Adviser, on Shri _Patnaik's · 
proposal to instal the low shaft · plant at Barbil, was that 
the_ cost of calculations made by Shri Patnaik with regard 
to the supply of ore, coal etc., were unrealistic and since 
the cost of pig iron manufactured by low shaft furnace 
process was estimated by Shri Patnaik himself at Rs. 140/· 
per ton without allowing for waste gases, as against the 
cost of Rs. 80/" to Rs. 100/- per ton of pig .iron 
manufactured by conventional blast furnace method, it 
.would be uneconomical to run the proposed plant. · 

- An industrial undertaking IiceJlce was issued by the 
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low shaft furnace with a rated capacity of 15000 tons per 
tyear. 

It appears from the progress reJ]ort received by the 
State Government from . Kalinga Industries Ltd. that 
capital requirements for the plallt including railway siding, 
residential quarters etc. were estimated at Rs. 40 Iakhs 
.exclusive of working capita1. 

The low shaft furnace of Kalinga l.1dustties Ltd. with 
a rated capacity of 15000 tons of pig iron per year, went 
into production at Barbil in September, 1959. 

Five months after the plant commenced production i.e. 
on 13:2-60, Shri Patnaik, Chairman, Kalinga Industries 
Ltd, submitted an application to the Secretary, Ministry 
of Commerce · & Industry, Government of India, for 
expansion of the Shaft Furnace at Barbil on the following 
main grounds:-

(i) that the monthly installed capacity of 2000 tons 
was proposed to be expanded to 6000 tons as the 
present rated production was not economical; 

(ii) every third year one furnace -h~d to be shut down 
for repairs; · 

(iii) with the plant's proposed expansion, the gas avail­
able from 3 furnaces will be sufficient to. run a 
power plant of 7500 kw and it had been suggested 
to Orissa Government to instal such a power plant 

. to be linked up with the Hirakud Hyde! Project. 

. On 23rd June 1960, Shri B. Patnaik wrote to the 
Minister, Steel,. and Fuel, Government of India, that 
the cost of production of pig iron by the Low Shaft 
Furnace, worked out Rs. Rs. 289/- per M. ton which was 
about 40% higher than the statutory selling price of 
Rs. 225/- fixe'd by the Iron & Steel Controller. He indi­
cated that the cost consisting of nut-coke represented 
60%- of the sale price and requested that the price of 
nut-coke· may be brought down appreciably in order to 
reduce the cost of production. Scrutiny of the cost sheet 
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submitted by Shri Patnaik shows tha:t provision bad been 
made for royalty at the rate of Rs. 4 per ton of pig 
iron. 

In a memorandum dated 13th June, 1960, addressed to 
the Prime· Minister, Shri Patnaik stated that the Low 
Shaft Furnace at Barbil, then producing 2000 tons per 
month of pig iron could not be an economic venture when 
compared to the cost of production of blast furnace which 
had a higher production level. He suggested that the 
entire output of nut-coke available with the steel plants 
could be utilised by expanding the· low shaft furnace at 
Barbil fot production of 250000 tons of foundary pig iron 
annually. He also suggested that if the proposed expan· 
sion of the plant happened to . be against Government's 
policy, the Central Government by themselves or along 
with the State Government, may form a Corporation with 
Kalinga Industries Ltd., with Government retaining 51% 
control, or alternatively the Government may purchase 
the L·JW · Shaft Furnace at Barbil outright at its book 
value, duly determined by Government auditors and then 
undertake its expansion. He concluded the memorandum 
by stating that unless some such rational approach was 
made the first successful Indian effort to make iron by 
this process would remain economically unsound and 
become national waste. · 

_In December 1960, Government of India sanctioned 
the expansion of production capacity of low shaft furnace 
to 1 lakh tons, but stipulated as one of the conditions 
that the company will have to abide by the price policy 
from time to time. 

· Kalinga Industries Ltd. entered into an agreement with 
M/s Kalinga Otto Private Ltd., a sister concern, under 

. which the later firm became-consultants for the expansion 
programme of the Barbil Plant of Ka!inga Industrie.s Ltd., 
Mrs. Gyan Patnaik, wife of Shri B. Patnaik is the chair­
man of Kalinga Otto Private. Ltd., from its very inception 
and Patnaik family hold 50% shares in this company. 
Under the terms of_ this agreement, Kalinga- Otto Private 
Ltd. ·were to receive a lump sum of Rs. 1,50,000 and 50% 
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of the purchase price of all Indian materials for 
suppliers' works apart from 50% overhead expenses. 

In none of the official files made available by the ·State 
Government are the working res)llts of the low shaft plant 
at Barbil shown separately. The annual balance sheets 
of Kalinga Industries· Ltd., also show the combii.ed 
working rusults of all the three units of this Company, . 
audit is not, therefore, possible to ascertain separately 
in respect of the.l~w shaft furnace the actual profitability 
or othewise of this plant. 

The combined financial results for Kalinga ·Industries 
Ltd., as given in the Directors' Report, show that in 
1959-60, the net loss was Rs. 3,85,548/-. In the year 
1960-61, a total profit of Rs. 9,57,593/- has been shown. 
In the year 1961-62, after providing for depreciation .the 
profit has been shown as Rs. 12,10,044/-. The corres­
ponding figure for years 1962-63 is 1091,560/-. 

It may be mentioned here that the proposed expansion 
programme of .the low shaft. furnace plant at Bar bil, 
entailed an expenditure of the order of over R.l. 5 crores 
over a period of four years, and according to the Project 
Report prepared in this connection, the cost of the 
linished products-pig-iron-was worked out at Rs. 245/­
per ton. 

Kalinga Industries Ltd., having entered into certain 
commitments r;:gardihg the expansion programme, were 
clearly not in a position to arrange the necessary finance, 
and an indication of the actual position is contained in 
the explanatory statement relating to low shaft furnace, 
put up in the general meeting of the shareholders of the 
Company held on 28th Jan; 1963, which is reported 
below:-'- · · 

"The Company IS commJttecf to manage a huge expan­
sion programme in respect 9f the above mentioned 
factory at Barbil, which include.s the setting up of 
two more furnaces; a . power plant and a sun pipe 
plant. The Company has :received necessary import 
licences in respect of various machinery· which will 
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ibe.imported in connection with the said progranime 
.and has also obtained the industrial undertaking 
licence. The total capital expenditure involved is 
.about Rs. 5 crores, besides a huge sum wi 1 have to 
be provided on account of working ·'capital. Io the 
present circumstances, it is not possible for the 
Company to procure the n~cessary finance·s, and 'the 
Management is of the view that the Company should 
sell the factory to M/s. Industrial Development 
Corporation Ltd., who may also, subject to .the 
approval of the appropriate authorities, obtain a 
transfer of the said licence". 

It will be seen from· the above that within a few 
~months of the working of the plant Shri Patnaik, 
<Chairman, Kalinga Industries Ltd., found. it necessary to 
make representations suggesting participation by the 

•Government of India, the State Government or the 
. outright purchase of the plant by the Government on the 
·ground that without the plant's capacity being substan­
rtially increased, it could not prove an economic venture. 
'The expansion programme, which entailed an expenditure 
of Rs. 5.70 crores, also a'ppears to have been beyond the 
resources of Kalinga Industries Ltd., Shri Patnaik's 
suggestion ·to the Prime Minister in June, 1960, for 
·purchase of the plant by the Government which appears 
to have evoked little response at the time, became possible 

-of realisation after Shri Patnaik took over as Chief 
Minister, Orissa, with Industries Department as one of 

1his portfolios. The Industrial Development Corporation 
of Orissa Ltd., a wholly Government financed company, 
-was established by the Industries Department of Orissa 
.jn 1962, at Shri Patnaik's instance. 

In January 1963,. during the 8th meeting of the Board 
of Directors of Orissa Development Corporation, the 

.Chairman was authorised to carry on negotiations for the 
·purchase of the low shaft furnace at Barbil from Ka!inga 
Industries Ltd .. and to obtain necessary directions from 

'the State Government. The Directors of Orissa Develop­
•ment Corporation are .all officials of the State 
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Government and the Chairman is the Secretary, Depart: 
ment of Industries. 

On 2-2-63, Secretary, Industrial Development Corpn. 
wrote to the Industries Department of Orissa, on the 
subject of the proposed purchase and enclosed a copy or 
a ncte on the production of pig iron v..hich is said to 
have been placed before the Directors of the Corporation_ 
The State Government were requested to accord their­
approval in principle. so that further steps may be taken .. 
In a further letter dated 20-2-63, the Secretary of the 
Proiect Report received from ·Kalinga Industries for­
Government's information and added that it would give 
an indication of the profit earning capacity of the plant: 
after its expansion. It was mentioned in this letter to the 
Governrne nt that the detailed particulars 'regarding the• 
profit earned by the low shaft furnace were not available 
as the balance-sheets of Kalinga Industries merely showed 
consolidated profits for all the three factories including: 
Barbil Plant. A day earlier i.e. on 19-2-63, Shri B. 
Patnaik, Chief Miniter, wrote a D. 0. letter to Sbri. 
Subramanian. Minister, Steel & Heavy Industries, Govt. 
of India, iii which be observed : 

"Further to our discussion, I am to inform you that· 
the Orissa Industrial Development - a State 
Government owned Company-has undertaken to 
take over the low shaft furnace plant at Barbil (Orissa), 
belonging to Kalinga Industries Ltd.; an expanded 
plant of one lakh tons capacity with ·12000 tons/year 
(single shift) of spun ca&t iron pipes. It would be 
an economical plant and that is why the State 
Corporation agreed to take it over ...... " 

The letter ended with a request to transfer the indus-­
trial undertaking licence for expansion, standing in the­
name of Kalinga Industries Ltd., to the ·Industrial Deve-­
lopment Corporation of Orissa. 

It will be seen that until the above D.O. letter ofShri 
Patnaik to Shri Subramanian, even the approval in prin­
ciple, of the State Govt. to the proposed purchase of the­
plant by Industrial Development Corporation of Orissa. 
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Ltd., had not been conveyed. Shri Patnalk's statement 
in tlie above D.O. letter at that stage, that the Corpora­
tion had undertaken to take over the low shaft furnace­
at Barbil and that the relevant licences standing in the 
name of Kalinga Industries Ltd., granted by the Govt. 
of India, for the expansion of the Barbil Plant, niay be 
transferred to the Industrial Development Corporation of 
Orissa Ltd.~ is an indication of the inanner in which the 
deal was being rushed through by and on the initiative of 
Shri Patnaik himself. 

In order to ensure the transfer of the licences in the 
name of the Industrial Development Corporation of 
Orissa Ltd.; Shr-i Patnaik visited Delhi and personally 
called on the Central Govt. Ministers concerned. Ori 
5-3-63 he handed a manuscript letter to Shri Tar!ok 
Singh member, Planning Commission, reiterating . the­
alleged agreement on the part of the Industrial Develop-· 
ment Corporation of Orissa Ltd. to take over the low 
shaft furnace and requesting Shri Tarlok Siil;gh for the 
Planning Commission for the transfer of the licences. 
which matter was coming up before the licensing and· 
Capital Goods Committee on 8.3.63 Shri Tarlok Singh 
marked the letter of Shri Patnaik to the Member, Industries. 
(Shri T.N. Singh) and the Deputy Chairman (Shri G.L­
Nanda). Shri T.N. Singh recorded a note as under: 

It is rather difficult to form a view about the proposal 
without getting more details than stated in Shri 
Patnaik's letter." 

The Deputy Chairman of the Planning Commissiolll 
also minuted : 

"Let all the relevant information be obtained from 
the Ministry. Adviser (L & M) will please study­
the material in the first instance". 

·It appears that Shri Patnaik, on 6-3-63, personally­
discussed the matter with the Deputy Chairman of the 
Planning Commission and also handed over to him a note· 
dated 6-3-63 in which he made the following points:-
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(1) The assets of the plant, the market value of which 
is over Rs. 1 crore, is being handed_ over to the 
State Company at the book value which would! be 

· in the neighbourhood of Rs. 70 lakhs. The valua­
tion is · being done by the joint auditors of the 
Kalinga Co. as well as the State Co . 

. {2) The payment by the State Co. to the Kali~ga 
Co. will be in easy instalments commensurate With 
the profit earned by the plant. The present annual 
gross profit of the. plant is about Rs, 20 lakhs 

{3) .. When the State Co. takes over the a~sets, there 
would be no interest charged by the Kahnga Co. 

(4) Kalinga's royalities of 2!% on the total ex-works 
value .of this plant's production . has als.o been 
transferred to the State Co., on the basis that the 
State Co., will create a fund with the Orissa Govt. 
in their' department of Industrial to. Develop an 
Institute of Technology and Designs (Machine 
Building) in ·orissa. 

He ended up his note by stating : 
"In short this plant virtually goes as a 'gift to the 
State Co.". 
On receipt of the note. the Denutv Chairman 
minuted: 

·'We may not now raise any objection." 
And the Minister, Industries,. remarked : 

"Since Deputy Chairman has already taken a view 
I have nothing to say". 

The Planning Commission did not raise any objection 
.and all the licences standing in the name of Kalinga 
Industries Ltd., were· transferred in the name' of the 
Industrial Development Corporation of Orissa Ltd. Shri 
Patnaik, in a D. 0. ·letter dated· 8-3-63 from Delhi, 

·informed Sbri Purukayastha, Chairman, Industrial Develop­
ment Corporation of Orissa Ltd., that he was sending Mr. 
Belan (Central) Secretary, Kalinga Industries with th~ 
transferred industrial undertaking licence sanctioned by 
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the .Govt. of India and suggested that the formal take 
over of the plant from Kalinga Industries ·Ltd. should 
take place ori lst April l963 and further. that Kalinga 
Industries should continue to effect sales etc., till ban)c:· 
arrangements had been made by the Corporation for 
operating the accounts from 1st April 1963.. Sbci 
Purukayastba was also advised that Shri Balan may .be 
· taken on the Board of the Corporation and placed in full 
.charge of the. pll\llt, expansion etc. On release of the 
· import licences- by· the Govt. of India in the following 
week, Shri Purukayastba was required to sort things out 
·with Shri Balan so that necessary advances to the foreign 
suppliers could be made within that month, a~ stipulated. 

·In the State Government the Secretary, Industries 
Dept., Sbri Purukayastha, who was also the Chairman 
of the Industrial Development Corporation of Orissa Ltd., 
sought the approval of the Chief Minister to the Cor­
poration's proposal for the take.over of the Barbil Plant, 
in principle, and this was accorded by Shri Biren Mitra, 
who was acting as Chief Minister vide his Minute­
,dated 16-3-63. This approval was conveyed to the 
Industrial Development Corporation on 19-3-63. On file 
being received in the P & C (Pan) Department, a detailed 
note was recorded by Shri Ramakrishna lyer, Secretary of 
;the Department, the salient points of which are :-

(I) No condition has been laid down that the terms 
would be agreed with Government's approval. 

(2) No indication is given as to bow the assets would 
be valued. 

(3) Balance sheets of the Company are· not in the 
file. 

(4) · As the working results of. all units are merged, 
· valuation should be done meticulously by a reliable 

authority arid there ·was need for technical 
valuation. 

On the Corporation's file is a note containing certain 
points as contemplated by the Chief Minister, Shri 
Patnaik, and as subsequently changed, after discuss'qn 
.with Shri Balan of Kalinga Industries. Ltd. 
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It appears that it was pointed out by Legal Advisers 
of the Industrial Development Corporation of Orissa Ltd .• 
that royalty being an item of income liable to be taxed in 
the hands of the company,-if such an asses.menUs suffer­
ed, it would be quite heavy. It was, therefore, suggested 
as an alternative that the benefit of Section 35 read with 
section 43 of the Income-tax Act, 1961 may be availed 
by creating a fund as stipulated for providing research 
and the expen!}iture incurred on that head would be 
wholly liable for exemption. Shri Biswal, Secretary of 
the Corporation accordingly suggested to Shri Balan of 
Kalinga Industries Ltd.,· on 25th March, 1961, that 
relevant clause (8) of the draft agreement may be amended 
accordingly as in any other case the Corporation will 
become liable to pay quite a Jot of money by way. of 
income-tax. 

On 28-3-63, Shri Biswal, Corp"oration's Secretary. 
addressed the State Industries Department for Govern­
ment's approval to the terms and conditions of the sale 
agreement and for communication of the approval before 
the 30th March 1963. It was also indicated that the 
Company and the Corporation had jointly appointed H. 
Naik & Co., Auditors, to make independent valuation 
and that G. Basu & Co., who had no· .connection with­
either party, would also make a separate valuation and the 
assessent would, therefore, be quite free and fair. It 
may be pointed out that H. Naik & Co., were the 
auditors for Kalinga Industries Ltd., and also for 
Industrial Development Corporation of Orissa while 
G. Basu & Co., were the auditors for Kalinga Tubes Ltd.· 
•a sister concern of Kalinga Industries Ltd. . 

The draft agreement was put up to the Chief Minister.· 
who approved the same, subject to the deletion of clause 
(9) of the agreement on 2-4-63. The relevant clause, a& 
as it stood then, read as follows : 

' ' "And whereas the properties and assets of the Low 
Shaft Furnace Plant, described in Schedule 'A• 
are mortgaged to the Indian Overseas · Bank 
Ltd. and the Corporation has agreed to pay an . 
advance of Rs. 6 lakhs to enable · the Company 
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to en!J,bl~ the latter tC? _c;ompletely repay the 
outstanding loa!) and . secure release to the assets 
from mortgage and that it has been agreed 
between the parties that the baid amount shall be 
deducted from the net amount payable by the 
Corporation td the Company". 

It appears from the file .that the Chief Minister of 
Qrissa, Shri Patnaik, and Mrs .. Gyan Patnaik who is 
Chairman, Kalinga Industries Ltd. arrived in Calcutta on 
29th March and held discussions with Sbri Balan, ·who 
the very same day, communicated the view of Shri 
Patnaik through a letter to Shri Biswal, Secretary, 
Industrial Development Corporation. 

On 30th March, 1963, the Board of Directors of the· 
Corpn. approved the proposal to purchase the low shaft 
furnace plant on terms and conditions. contained in the 
-draft agreement and further resolved that the Corporation 
shall pay Rs. 6 lakhs to Indian Overseas Bank Ltd., in 
complete repayment of the debenture loan of Rs. 6 lakhs 
and effect the release of the assets from the mortgage and 
that the said amount will be adjusted from the sale price 
payable to Kalinga Industries Ltd. In the minutes of 
the Board meeting it was mentioned that the Board of 
Directors of the Corporation having been satisfied of the 
audit report of the A. G. Orissa available in the Industries 
Dept. file, that the plant had earned a net profit of 3% 
during the year 1960-61, -on the capital. employed, 
approved the proposal to purchase the assets of the said 
plant. The extracts from the relevant report of the 
Accountant General, Orissa which are of interest, are 
reproduced below:-

Depreciation on fixed- assets : 
Upto the year 1959-60 the Company was charging 
depreciation on its fixed assets according to the rates 
prescribed in the Indian Income Tax Act 1922, 
read with Section 350 of Companies' Act 1956. In 
the year 1960-61, the Company bas adopted the 

·method of charging depreciation on fixed assets 
as outlined in section 205 (2) (b) of the Companies 
Act. 1956(as amended by. Companies Amendment 
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Act 1960) · which 1 e:Jvi~'age writing .off in equal 
annual instalments · ovet the', specified ·period of 
life or the assets an amount -equivalant to the ~5 
percent of the co"st of the assets. Due to this 
revised method of charging depreciation adopted 
by the Company "during 1'60-61, the amount debit~ 
ed- ·to profit and loss account Jor the year on this 
score was almost half of that charged in 1959-60 
as shown below :-

L. E. Section 
Tubular Structures 
L. S. Furnace (for 7 months 

only) 

Depreciation charged _ 
1959-60 196Q-61 
70,989 34,273. 
32,516 18,744 

3,83,459 3,62,801 

- 4,86,964 4,15,818 
It will be seen from the' above extracts that in so far 

as the low shaft furnace was concerned the change in the 
method of calculation of the value of finished goods h~d 
resulted in the profits being inflated in respect of this 
plant. In the meeting of the Board of Directors, held on 
30th March, 1963, Shri Balan, General Secretary Ka)inga 
IndustriesLtd., was appointed as Additional Director, to 
function as Director in charge of Kalinga Iron Works 
(by which name the Barbil plant was to be styled in the 
hand of the Corporation). This was in pursuance of the 
directions given by Shri Patnaik . to Shri Purkayastha in 
the former's letter dated 8-3-1963. 

The important provisions of the agreement relating to 
the purchase of the low shaft furnace are reproduced 
below: · 

(a) The depreciated book value of the block assets as 
on 31st March, 1963, certified to be correct by the 
auditor or auditors appointed by the Company and 
the Corporation jointly. · · 

(b) The value of raw mater_ial and spares and stores 
at costs and the value of such of the finished 
products as would be taken over the C6rporation _ 
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at the end of list March 1963, as certified by the. 
auditors referred to in 'Clause (2) (a). 

(c) The agreed value of the deposits with· and advance. 
to third parties made by the company which 
the . Corporation may require to be transferred 
to it. 

3. The net consideration to be paid by .the Corpora• 
tion to the Company shall be arrived at' in accordance 
with clause (2) above as reduced by . the · sum total of 
the following : 

(a). The amount of overdraft outstanding on the cash 
credit account with the Indian Overseas Bank 
Ltd., 

(b) any payment which the Corporation may or may 
be awfully called upon to make to any third 
parties in order to secure the assets to be transfer­
red to the corporation free of encumberence, in. 
pursuance of these presents. 

(c) any other dues for which there may be subsisting: 
a lawful charge ·on the assets to . be sold to the 
Corporation or whicl\ the Corporation may be 
lawfully called upon to discharge by decision or 
any court or stat11tory authority. 

4. The Corporation shall pay to the Company the net 
consideration as arrived at in accordance with the preced­
ing clauses 2 and 3 in suitable monthly instalments, the 
aggregate of such payment· in any financial year (period 
between I st April of one year to the 31st March of the 
next succeeding year) not being more than the profits of the 

· Kalioga Iron Work (by which name the plant shall b<> 
called as. provided hereinafter) provided that no payment 
shall be made to the Company out of such profits till 
payment if any made by the Corporation under clause· 

· 3 (b) and 3 (c) has been completely recovered by the 
Corporation out of such profits. 
5. · The Company shall transfer to the Corporation all 
spare parts which may be received hereafter by the 
Company relating .to the said low shaft furnace plant and 
for the import of which orders might have been placed 
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.on the strength of import licenee or licences already 
Teceived by it and the Corporation shall take over all 
.such spares on payment of the a .. tual cost, freight and 
·insurance and other charges incurred by the Company". 

H. Naik & Co. in their report dated 27th March, 1964 
.assessed the depreciated book value of the assets proposed 
to be transferred to Kalinga Industries Ltd., at Rs. 
-67,21 269/-. Current assets, accepted at their book 
value; were worked out at Rs. 23,15,111/- making a total 
of Rs. 90,45,541/- Accordingly to G. Basu & Co., the 
-depreciated book value 'of the assets came. tC? Rs. 
·68,49,984/- and the value of current assests conststmg of 
raw materials, fuel, stores and spares and goods in transit, 
-came to Rs. 20,64;399i- thus making a. total of Rs. 
89,14,383/-. Shri G. Basu & Co's report is dated 26th 
February, 1964. 

Following po:nts which emerge from the discussion of, 
-the otficial record relating to the purchase of low shaft. 
furnace of Kalinga Industries Ltd, by Industrial Develop­
ment Corporation of Orissa Ltd., merit consideration:-

I. Altheugh the take over of the Barbil Plant by the 
Orissa Development Corporation entailed an 
expenditure of nearly Rs. 90 lakhs, and a further 
commitment for expansion of the Plant of the order 
of Rs. 5.70 crores, even a proper technical valua­
tion of the plant and machinery does not appear to 
have been considered necessary. 

2. There is no indication anywhere in the official 
records that the profitability of the low shaft 
furnaces was carefully examined at any 
stage. The combined balance sheet of 
Kalinga Industries Ltd., appears to have been 
accepted as the basis for the assumption that 
the Plant was running at a profit although separate 
financial results of this Plant were nowhere .avail­
able. . The Accountant General, Orissa's audit· 
report of· Kalinga Industries Ltd., for ·the year 
1960-61, wllich was referred to during the Corpora­
tion's Board meeting, also contains the observations 

that the profits of the Plant had become inflated 
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on account of the change in .the method of 
calculation of depreciation and by the manner in 
which the value of finished goods has been .arrived 
at. · · 

3. The two aud,itors, who were appointed to make an 
assessment of the depreciated book value of tbe 
assets, were also the auditors for Kalinga Industries 
Ltd., and their sister concern, Kalinga Tubes 
Ltd., . 

4. It is not quite clear as to how Kalinga Industries 
Ltd·, were considered to be entitled to 2!% royalty, 
which, however, was subsequently diverted towards 
the establishment of an Institute of Technology 
and Designs, merely to avoid the paymen t of 
income-tax, both by Kalinga Industries Ltd,, and 
the State Corporation. 

5. Under the agreement of 1954 with the German 
Licensing Firm,· .Shri Patnaik was entitled to 
receive part of the royalty. Provision for royalty 
was also made in the cost statement which was 
sent by Shri Patnaik in . June 1960, to press the 
case for the reduction of the price of nut-coke in 
order to bring down the cost of production of pig 
iron. Under the above agreement, · Shri Patnait 
bad undertaken to instal two more furnaces within 
the next five years. The first · plant went into 
production in Sept. 1959 and by getting Industrial 
Development Corperation of Orissa Ltd; to under­
take the expansion scheme, Shri Patnaik was able 
to get more low shaft furnace3 installed at Rarbil. 
It is not quite clear from the official records as to 
whether Shri Patnaik continues to be entitled to 
ro)'alty under the licence agreement with the 
German firms. · 

6. Industrial Development Corporation of Orissa Ltd. 
subsequent to take over, revised the previous 
agreem~nt of Kalinga Industries Ltd. with their 
consultants, Kalinga Otto Private Ltd. and 
under the revised agreement Kaling Otto Private 
Ltd. in which Patriaik family has about 50% 
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interest became entitled to a total payment of 
Rs. 18 lakhs. 

7. It appears from the Government of India files that 
a schCime for an Industrial Complex at Talcher 
(Orissa) which includes production of pig iron by 
low shaft furnace method, has also been sanctioned. 
If Shri Patnaik continues to be entitled to royalty 
under the 1954 agreement, this will show that 
through Talcher Industrial Complex Shri Patnalk 
will arrange to fulfil his undertaking regarding 
instalation of five low shaft furnaces within a 
period of 10 years, and accordingly continue to 
receive this royalty, which would have otherwise 
lapsed. 

Orissa Development Corporation after having already 
piad Rs. 6 lakhs to Indian Overseas Bank Ltd. were 
required to make the following further payments.-

(!) Rs. 18 Iakhs towards 10% ad vance .on suppliers' 
bill which were deposited in the treasury in 
May l963. 

(ii) Rs. 1,37,818.83 to clear the dues of Kalinga 
Industries Ltd. by way of electricity duty. 

(iii) Rs. 12,95,881.13 was paid to Kalinga Indus­
tries during 1963·64 in accordance with the 
pr9visions of the said agreement. Tlie Corpora­
tion also decided in August 1964 to pay to 
Kalinga Industries Ltd. Rs. I lakh every month 
subject to final adjustment at the end of the 
year. It may be mentioned here that although 
the net profit of Orissa Development Corpo­
ration, from· "Kalinga Iron Works", during 
the year 1963·64 was of the order of Rs. 6 
lakhs, the Corporation had to make the 
payment of Rs. 10 lakhs. 

9. It also appears from the ,official record that one 
of the terms of the take over agreement was that 
the four contracts entered into by Kalinga Indus­
tries Ltd. with foreign suppliers on 1-3-63 were 
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made binding on the · lndust~ial Development 
Corporation of Orissa Ltd. 

The above four agreements have not so far been 
made available and the State Government, who were 
approached in this behalf, have intimated that the 
same may be obtained from Kalinga Industries Ltd. 
It is surprising, however, that even then Shri Patnaik 
had already decided that the Industrial Development 
Corporation of Orissa Ltd.' should take over the 
Barbil Plant, Kalinga Industries chose on lst March, 
1963 to enter into these agreements with the Germaa 
Suppliers. 

I 0. Similarly the source of supply of the iron ore for 
the plant continued to remain under the contrel 
of B. Patnaik Mines (P) Ltd. and it appears· from 
the P~oject Report that after the expansion, 
requirements of the expanded plant in respect of 
iron ore will alone be of the value of over Rs. 
28 lakhs. per year. 

II. In spite of the take over the Plant by the Corpora· 
tion, the actual control was virtually vested in 
Shri Balan, Secretary, Kalinga Industries Ltd. who 
was taken as the Director in charge of Kalinga 
Iron works. · 

The whole manner in which the entire transaction 
relating to the sale of low shaft furnaces by the Kalinga 
Industries of which the Chairman was Mrs. Patnaik, to 
the Industrial Development Corporation, a wholly State 
owned compa,ny, of which the Minister incharge was Shri 
B. Patnaik was pushed through . raises doubts and 
suspicions about its bonafides and about its having been 
in public 1interest as against the interest of Kalinga 
Industries. 

A detailed 'report on this allegation bas been placed 
in folder • E'. 



60 

Allej!ation No 8. 

REPORT ON MINING LEASES OF 
SHRI B. PATNAIK 

The substance of the allegation is that ; . 
1. Shri Patnaik was favoured in the matter of grant 

· of mining lease. · 
2. The lease was given on the ground that he will set 

up a. Ferro-Alloy plant but this condition was not 
enforced. 

3. That the working permission for these mines was 
giveri to M/S B. Patnaik Mines (P) Ltd. without 
any valid transfer by registered deed having taken 
place, from Shri · Patnaik to whom the workin,: 
permission was granted to this concern. 

4. :Royalty of the tune of 6 lakhs was riot .collected. 
5 ~li.ri Patnaik was mining more area than ~ctually 

allowed to him. 
6 When the Government decided to determine the 

working permission on account, of non-payment 
of arrears of Royalty, B. Patnaik Mines (P) Ltd. 
filed :a writ petition in the High Court. The State 
Government, of which Shri Patnaik · had by then 
become the Chief Minister, effected a compromise 
instead of contesting the suit .. 

A detailed report \n respect of this allegation has been 
placed in Folder 'E'· & 'F'. . 

Scrutiny of the -pfficial ·records shows that·· Shri B. 
Patnaik then M.L.A, applied, in 1961, for the 
grant of mining lease for manganese ore over an 
area of 3900 acres of Kt:onjhar Dist. · ·The area 

· applied for former part of the blocks surren-
. dered by M/S Bird & Co. after a compromise· dated 

2-7-52 with the State Government. Prior to the 
. above corn.Prornise, three other 'persons, of' whom 
one had priority in point oftime, over Shri Patnaik 
hac;! .also filed applications for mining lease of this 
area. On the dates· of receipt of the 4 applications 
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including that of Shri Patnaik, the area in questio 1 
was not in po~session of the State Government as the 
compromise with Bird and Co. was effected later 
and as such the applications were premature and 
liable to be rejected outright, but for reasons which 
are not clear, this was not done. There is 

· no indication in the record as to when exactly the 
area covered by . the blocks surrendered by Bird 
and Co. was formally thrown open for re-grant. 
In fact it appears from the note of Shri Shivara­
man, Additional Secretary, Board of Revenue, that 
the full Board had recommended the reservation 
of this area for Ferro-Alloy plant. Within a month 
of the State Government's compromise with Bird 
and Co. Shri Patnaik filed another application on 
S-8-52 for the grant of the lease and also offered to 
put up a Ferro-Alloy industry which seems to 
suggest that he was aware of· the recommendation 
of the Board of Revenue. The District Magistrates 

· forwarded the application the very same day i.e. 
5-8-52 to the Stare Government wliere. also · within 
10 day~ i.e. 16-&-52 the case had been processed 
not only by several officials, but even the orders of 
the Revenue Minister and the Chief Minister halt 

· been. obtained. The Under Secretary had in his 
note pointed out on 9-8-52 that. the question of 
priority will present · some difficulty. Shri 
Shrinivasan had, however, argued. that the appli­
cations prior to the surrender of the area in 

. question by Bird and Co. could not lie taken into 
consideration, but even if these were, the applicant 
Raja . Balbhadra Narayan Bhanjdeo who bad 
priority over Shri Patnaik; being exempt from civil 
liability as Ex-ruler, would not be a desirable 
person to whom the lease may be granted as the 
State would no civil remedy against him. After 
the . surrender of the area, Shri Patnaik being the 
first applicant, was entitled to the grant of the 
lease. Even ,after the order of the Revenue M:in's­
ter and the Cl\ief Minister were obained on 
16-JI-52, it Wl\S pointed by the Deputy. Secy., that 
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since liability could not be effectively enforced,. in 
;respect of a working permission the, continuation 
of the working permission may at least be made 
conditional upon payment of half-yearly dead 
rent, in advance. Tllis suggestion was only partly 
made by Shri Shivaraman, in that security deposit 
equal to half yearly dead rent was demanded put 
the renewal was not made conditional on this 

_ ground. - -
Shri Patnaik was put in possession of the area on 

I-11-52 and the working peqnission was renewed 
from year to year until 29-5-56 when fresh renewal 
was applied for on 4-10-56, the Collector objeeted 
that "No attempt was being made by the applicant 
to pick up small sizes of ore which was practically 
of very high quality. In fact it is a very serious 
wastage of mineral wealth and Government 
revenue at large. Some sort of measures should 
therefore, be taken · before the renewal of 
the working permission". The Government how­
ever, took no decision as the practice of granting 
working permission pending excution of the lease 
was disapproved by the Government of India. 

On 14-12-56 B. Patnaik Mines (P) Ltd: requested 
for reduction of the area from 3900 acres 
to 3100 acres. How B. Patnaik Mines (P) Ltd. 
stepped into the shoes of Shri B. Patnaik in regard 
to this p~ineral concessiol\ granted to the latter in 
his personal capacity, is not revealed in the official 
records. It appears, however, that on a representa­
tion dated 30th October 56, of Shri B. Patnaik the 
name of grantee was changed to B. Patnaik Mines 

· (P) Ltd. although sue~h a substitution, as was 
subsequently pointed out by tbe Legal Remember­
ancer in 1960, was not in accordance with any 
rules. The party's request for reduction of the 
area was, however, not acceded to. It further 
appears that the area in question was surveyed by 
Theotolite Traversee and was found to be 4 224 
acres (later 4230.76) acres) as against 3900 acres 
n,.;"';n~llv ~nnwpcf ~ 
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It appears that Shri B. Patnaik, from the very begin· 
ning of the grimt of the working permission hac 
been defaulting in the matter of payment o, 
royalty. In fact at the time of extension of th! 
working permission in January 1955, the renewa: 
had been opposed by the Department, on this verl 
ground, but Shri S. Shivaraman had r~commended 
renewal to the Minister. The arrears of royalt) 
to the tune of Rs. 6, 18,926.06 nP. were outstanding 
against B. Patnaik Mines (PJ Ltd. for the period 
July 53 to 3eth· June 1959. The Government's 
position was anamolous, as it could not allow 
execution of the lease deed, until arrears of royalty 
were paid in full and it could not renew the 
working rermission as such a practice was found 
to be not according to law. The party, however, 
continued · to work the area. The matter was 
referred to the Law Department and the Legal 
Rememberancer pointed out that the grant of a 
working permission was not contemplated by the 
Act and the rules and no valid right to work the 
minerals having been conferred, and the contract 
being invalid, no prosecution was possible but a 
civil suit lay for possess'on, with damages. He was 
also of the view that b<Jth Shri B. Patnaik and B. 
Patnaik Mines (P) Ltd. should be made parties. 
This view of the Legal Rememberancer was upheld 
by the Advocate General Orissa and the then 
Minister of Mining and Geology-Shri R.N. Singh 
Deo directed Collector Keonjhar on · 8-10-60-
to take action on the lines indicated above. 

We may now discuss the other grant of working 
lease, for iron ore to Shri B. Patnaik. It appears 
that on 26-10-53 Shri Patnaik applied for mining 
iron ore over an area of 349 acres, and on 1·7-55, 
for 1006 acres out of an area of 3900 acres, already 
allowed to him. The State Government allowed 
Shri Patnaik to commence mining operation for 
iron ore on 286.5 acres on 8th January 1954. 
Regarding the second application for 1006 acr·s, 
orders were paseed on 30th August 55 granting 
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working permission for iron ore in the entire area 
·of 3900 acres, when the application itself was for 
'1006 acres only. The Director of Mines· pointed 
out this discrepancy in November 55.and also stated 

'that Shri.Patnaik was not regular in the payment 
. of rent and royalty to the Governmet and there 
could be no working permission without the grant 
of a lease in the first instai!Ce. The government 
then modified its earlier orders, on 16-12-55: 
Collector Keon.ihar pointed out in June 56 a 
number of irregularities in the procedures followed 
in the grant of working permission to Shri Patnaik. 
He observed that necessary proceedings had not 
been drawn in the prescribed manner, the formal 
acceptance of terms and conditions in writing by 
the party, and the deposit of tequisite' security 
money had not been done, the area had neither 
been surveved nor demarcated and there had 
already been difficulty in realising the dead rent 
from ·the party. This apparently had not been 
considered sufficiently strong ground to refuse the 
grant of the working permission over an area of 
1006 acres. In the case of this grant also, Shri 
Patliaik defaulted in respect''of royalty and arrears· 
amounting to Rs. 32,030.67 · riP were outstanding 
for the year 1957. Here also. B. Patnatik Mines 
(P) Ltd. had started functioning from December 
56 without any valid tninsfer from Shri Patnaik. 

It appears that Collector Keonjliar on threatening 
Shri Patnaik on 22-8-58 that tl;le working permission should 
be CORsidered to be withdrawn till such date that the 
arrears are paid, an amount of Rs. 76,000/- as part pay­
ment was promtply deposited within 8 days of the notice. 
Thereafter, however, B.. Patnaik Mines (P) Ltd. reverted 
to their old practice and continued their mining operation 
in spite of being in default or royalty. The State 
Government vide their order dated . S-12-59 granted the 
lease to the party, but the acceptance of the .term was not 
conveyed to the State Govt. by the party who allowed 
the statutory period of six months to lapse and 'did not 
even produce the accounts ·in spite of reminders. The 
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matter _was examined in the Law Department and th 
Legal Rememberancer was clearly of the view that neithe 
B. Patnaik nor the Company had any legal right to worl 
or possess the iron ore mines·and the- working of the iro1 
ore could be prohibited by issuing notice and if this w~ 
disregarded; prosecution could be launched .tinder sectior 
21 of Act. 67 of 1957. This su~rgestion was approved bj 
the concerned Minister· Shri R.N. Singh Deo on 3ls1 
August 1960 and Collector Keonjhar was directed in· thi5 
-case as in the case discussed earlier to issue notice.to both 
Shri Patnaik and B. Patnaik Mines (P) Ltd. to stop 
working the mine and to quit the area and make over 
possessidn to the Collector. 

B. Patnaik Mines thereafter went 1lp in writ petition 
in the Hi~h Court where the State Govt. agreed to a corn­
promise. Under. the terms of th~ ·~ompromise, the State 
-Govt. agreed to ;:!rant the lease on the former payin~ the 
arrears of royalty at the rates prevailing before the declara­
tion of fair prices and thereafter at such rates. which may 
ibe determined il). accordance with law. · 

It will be. seen that the State Govt. had taken a clear 
decision to evict Shri S. Patnaik/B. Patnaik Mines (P) 
Ltd .. from the area and the. Collector was even . directed 
not to accept any, amount towards rent and royalty and to 
take possession of the area in. question. This. decision 
was taken afte.r,full examination of the legal position. The 
circumstances, under which· the State Government, after 
the assumption of office of Chief Minister Shri B. Patnaik 
decided, to come to a compromise with B. Patnaik Mines 
{P) Ltd: and to grant the lease for mining of the. area in 
.question, on payment ofth" arrears ·or. royalty, are not 
-clear from the official record made available. · . 
·. It is also clear that in the matter of grant ofleases both 
for manganese ore and iron ore, Shri Patnaik was specially 

favoured, and in fact in respc.:t of the lease for iron ore, the 
State Govt. originally granted the working permission for 
3900 acres when the application itself was for 1006 -acres.· 
-considering.that the procedure of working porrnissio'r\ .. was' 
itself of doubtful validly, even the reasonable sugge,tion. 
<that the renewal of the lease be made conditional-on the 
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payment of half the dead rent in advance was not con-si-, 
dered necessary by Shri Shivaraman when he recommend., 
ed the application to the Minister. ·It further appears. 
thilt the utilisation of the working permission given to Shri. 
B. Patnaik by B. Patnaik Mines (P) Ltd. was also invalid.. 
as was pointed out by the Legal Remembrancer 
subsequently, but the State Govt. nevertheless during the· 
pendency of the writ petition in the High Court agreed! 
to a compremise under which the concession given to Shri:. 
B. Patnaik personally which were themselves of que,tlon-, 
able validity, came to be conferred .on B. Patnaik Mines. 
(P) Ltd. 

Allegation No. 9 . 
REPORT OF APPOINTMENT OF AGENTS UNDERc 

ORISSA KENDU LEAVES ACT 1961 

Orissa Kendu Leaves (Control of Trade) ·Act 
1961 was promulgated during the Chief Ministership· 
of Shri Patnaik ostensibly for State Trading. 
Actually heavy amounts were received as, illegal 
gratification by Ministers and agents were appointed\ 
by direct negotiations by Chief Minister and State· 
Planning Board Chairman. 

Only one file No. 7-F.M/2-10/62 of C & F Depart..:. 
ment (Forest Branch) relating to the proposal to· .revise 
the Orissa Kendu Leaves policy of Government of Orissa· 
and enactment of Orissa Kendu Leaves (Control) or 
Trade Act 1961 was received and has been scrutinised. ;. 

It appears that in April 1961 the Orissa Government felt 
the necessity of revising the Kendu Leaves policy .. 
A .note was prepared in the Secretariat giving the back-· 
ground of the Kendu-Leaves Trade, the salient features. 
of which are-

(i) In the pre-merger days in ex-state areas Kendu. 
leaves contracts were given out on long term basis 
to contractors who had the right to collect the sam~ 
from all ov~r the ex-states, no distinction' being; 
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made between private land and government l~d 
as tenants had no right to forest produce on their 
own holdings even. In the then Angul and 
Khadamals trade was being conducted throl!gh 
contractors. 

(ii) After the· merger of the princely states the Govt; 
of Orissa declared Kendu leaves as an essential 
article under the Orissa Essential 'Articles Control 
and Requisitioning (Temporary) Powers Act 1947. 
An order called the Kendu leaves (Control) order 
1949 was promulgated under the said Act. 

(iii) The main provisions of the Kendu Leaves Control 
Order 1960 were : · 

(a) No person could trade in Kendu Leaves without 
a licence. 

(b) The storage of Kendu leaves exceeding one maund 
without licence wa~ prohibited. 

(c) The tenants collecting Kendu leaves from the 
trees standing on his holdings had to sell the 
same to the person who had beeri granted a 
licence under the said control order. 

· The tenant's right had been saf~guarded by. allowing 
a higher rat.e than the sale of Kendu leaves . to pluckeq 
from Government .lands. · The Gove'rnment had decided 
that 50% of the total revenue from Kendu leaves should 
go to the Gram Panchayats for developmen~ works. 

The system of regulating trade by the 1949 order ·was 
described as 'A conscious attempt to reconcile the interest 
of the State, the trade, tenants and the pluckerS': . There 
was, however, some criticism that the tenants arid the 
'pluckers had been adversely affected and that the traders 
were making enormous profits. The policy was, there~ 
fore, revised by the Government of Orissa and a· new 
control order called the Orissa Kendu Leaves Control 
Order 1960 was promulgated. . -
· · The Government in exercise of their right of property 
leased out the right to collect leaves· from Government 
forests and other licenses .was introduced· under . which 
licences were issued in each unit, the number .to be det.er~ 
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mined by the Government. . The. decision was that for 
every 2000 bags of Kendu leaves produced in a unit, the 
Government would grant a licence subject to a minimum 
of 2 licences in a unit. • On that basis the Government 
leases was given one licence while other persons were 
given licences for collection of leaves from tenants areas. 
The intention was not to place any restrictions so far 
as the tenants area. of the particular unit were concerned 
but that was not applicable to contract areas of the lessee 
because t)le .lessee of a particular area alone could 
operate in his own area within the unit according to the 
lease \leed executed by him. It was felt that the Govern­
ment lessee was ·at a disadvantage as he was required to 
pay royalty to the G.overnment for obtaining the lease 
and also to obtain a licence from the District Magistrate 
on payment of a fee of Rs. 5/- to deal in Kendu leaves. 
The persons ·other than Government lessees obtained 
licences on payment of Rs. 5/- only and they were not 
required to pay any royalty to the Govt. As it was oot, 
possible to distinguish the Kendu leaves of the Govt. 
forests from the Kendu leaves grown on tenant lands, 
the persons plucking Kendu leaves from Govt. forests 
could sell the same to any licencee offering higher prices. 
There were no means to check such smuggling. Obviously 
the licences the tenants areas could easily offer to pay 
higher prices to the pluckers as they did not have to pay 
any royalty to the Govt. · 

.To get good quality or more quantity of Kendu leaves, 
coppicing and prurning of Kendu plants was very essen­
tial every year but as the Govt. Iicencees were DOt sure 
whether they would get the licences for the next year, 
they practically did not do any coppicing and consequently 
the quality and quantity of the leaves grown on the Govt. 
lands was getting deteriorated. 
Financial results 

Under the 1960 orders the Govt. decided to levy taxes en . 
Kendu leaves· under the Taxation Goods Act and accor­
dingly Kendu leaves was included within the purview of 
the Act. Prior to that Kendu leaves leases· used to be 
settled for a period of 3 years on an annual royalty of 
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about Rs. 84lakhs. On the introduction of the 1960 
policy the G~vt. decided to settle the "Tights to collect 
Kendu leaves with th~ old lessees at 15% of the annual 
consideration of the year 1959. Certain -lessees ·took 
advantage o'f the ofier while those whd did hot do so, 
their lots were sold in auction. The revenue derived 
from the Kendu leaves leases in the year 1960 only 
amounted to about Rs. 10 lakhs. The Govt. expected 
that they will get a revenue: of Rs. 56 lakhs by :way of 
·road taxes under the taxation goods act. This expectation, 
however,'did not come up and only a sum of Rs. 8 lakhs 
was collected as road tax during 1960-61. The validity 
of the road tax was challenged and most of the licensees 
obtained stay orders from the High Court against the 
re!llisation of the road tax. During the year 1961 the 
olO lessees tried to secure the leaves through negotiations 
but the Govt. of Orissa decided to call for tenders. As 
a result of the tender system a revenue of Rs. 27,74,000/­
for sale of Kendu leaves lots by the forest department 
against Rs. 10,08,000/- of the .previous year was expected. 

It appears that a taxation enquiry: committee was 
appointed whichwent into the details as to what should 
be the appropriate policy of the State Govt. in regard to 
the trade in Kendu leaves. They recommended to set up 
a commercial monoply in this trade with a view to protect 
the interests of the trade, tenants, pluckers engaged in 
collection of leaves and of the taxation for the creation 
of monopoly the reasons being : 

1. Kendu plants grow over in extensive areas con­
sistina of reserve forests, Govt. Waste lands, and 
some" private lands. The latter are interspersed 
with Govt. lands and there was no easy way to 
prevent dishonest pilfering from Government 
lands and unlawful presentation of Govt. leaves 
as leaves plucked from private lands. To engage 
a larae number of personnel to watch and prevent 
pilfe;ing was not found to be possible in the 
situation. 

2. Production of good quality leaves depended on 
timely prunning and coppicing which nobody 
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would undertake to do unless. he was sure of 
collecting the leaves himself and without pilferage. 

3. A larger number of landless labourers was employ­
ed for collection. of the leaves during the months 
of March, April and May which is the season of 
plucking and they were likely to be exploited unless 
the State Govt. ensured reasonable wages and 
provide a guarantee of purchase. 

4. The income from the monopoly system would be 
shared by the State Govt. with Panchayat Samities 
and Gram Panchayats so that the sources of the 
latter would be au,"'!lented for carrying out 
developmental work. 

According to the report of the Taxation Enquiry Com­
mittee the I 960 order did not ensure smooth functioning. . 
The State Govt., therefore, obtained the views of the Chief 
Conservator of Forests. He in his report dated 16-8-61 
observed that he was fully in agreement with the recom­
mendations of the Forest Enquiry Committee regarding 
the unilicence system. He added :-:- . 

"Govt. as absolute owner should obtain proper 
revenue by the disposal of Kendu leaves growing on 
their lands. This amounts can only. be had if the 
lessee are assured of full produce for which they 
would pay the lease money. Kendu leaves grow 
both on· Government lands and tenants holdings. 
As long as tenants are given full right to dispose 
of the Kendu leaves growing Gn their own holdings, 
there is bound to be smuggling of Kendu leaves 
growing on Gc>vt. lands. With such a risk, the 
Govt. lessee cannot pay to Govt. the full value of 
the produce. This risk can only be overcome by 
making the Govt. lessee. the only licensee of the 
unit to collect the Kendu leaves ......... I would 
therefore advocate the re-introduction of Kendu 
leaves control order 1949 which had worked 
smoothly all the years it was in force". 

It was on the basis of the above recomendations and 
views of the officers concerned that a bill to regulate and 
collection, purchase and disposal of Kendu leaves was 
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<drafted. Discussions were held between· the Chief 
:Secretary; Secretary of the Department, Additional 
Development'Commissioner, Legal Rememberancer and 
the Secretary, Development Department and it was 
-proposed to establish a monopoly trade on the licences 
ineicated by the taxation rnquiry committee. The Scheme 
.briefly was:- . 

(a) State to have fiscal monopoly right for collection, 
purchase, transport and disposal of Kendu leaf for 
trade purposes. Tenants to have a right to collect 
the leaves from their lands .or they could lease out 
the Kendu growing area. But any Kendu leaves 
growth on such land to be sold by the tenant or 
the lessees to the Government or to their Agent. 

{b) State to be divided in a number of units. 
{c) State to trade through agents to be appointed by 

them, on the rate. of one for each unit. The 
appointment of agent was to be regularised by 
means of an agreement, the agent to pay a lump 
sum to· be settled at the time of granting the 
agency and a variable commission depending upon 
turnover. 

{d) Price at which Kendu leaf would be sold by the 
owners and pluckers would be fixed by price 
fixation committee to be formed by Govt. 

The Law .Department opined that it was permissible to 
<:reate a monopoly in favour of the Stat~ but felt that 
legislation in that behalf was necessary. Accordingly a 
-draft memorandum was put up for a special law for the 
.creation of commercial monopoly in respect of Kendu 
leaves to the Chief Secretary on 1-9-61. He recorded his 
minute and submitted the file to the Minister of Forests 
{Mr. Sadashiv Tripathy) and also remarked that the file 
be shown to the Chief Minister. The Forest Minister, 
however, returned the file stating that Chief Minister 
might see the file later and meanwhile the memorandum 
be circulated to members of the Council of Ministers and 
.attempts be made to get it passed within this session. 
Accordingly .the memorandum was circulated and the file 
was then put up to the Chief Minister through the Chief 
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Secretary.. T;he Chief Minister recorded his approval 0111 
8·9-61 after discussion with the Chief Secretary. It appears 
that the matter was discussed in a meeting of the Council 
of Ministers on 13-9-61 and the draft was· approved witi:J. 

·the following corrections :-

· In the draft Bill 

(i) A person who owns Kendu 
trees shall register himself 
as a grower if his total out­
put in a season is expected 
to be 80 standard rods. 

(ii) Units shall display parti­
culars relating to the 
grades of the leaves and 
the prices at which they 
shall be purchased. 

(iii) There shall be an advisory 
Board at the State level to 
adv i•e Govt. on the consti­
tution of units and in the 
fixations of depots and 
prices. Board to include 
Chairman of Zila Parishad>, 
Ministers and clfficials. 

(iv) State Government shall fix, 
after consultation with the 
Advisory Board price at 
which the Kendu Leaves 
shall be purchased; 

(v) State Government shall place 
50% of the net income 
derived under this act at 
the disposal of the Pancha­
yat Samities having juris­
diction over the units 
constitution. The Samities 
shall retain 20%of the 
amounts thus received and 
distribute the remaining 

Corrections 

80 mds was brought 
down to 10 mds. 

Particulars relating 
to the grades of the 
leaves to be omitted. 

Cmitted completely. 

after . consulation 
with Advisory Board 
deleted. 

Drafting should be 
made so as to make 
it cJ ear that Govt. 
will have the abso­
lute discretion to­
allocate the amounts 
between the Pancha­
yat Samities as they 
may determine. No 
litigation on the: 
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80% to Gram Panchayats . quantum to be 
comprising the block. received by the 

Panchayat or a 
Samiti spould ensue. 

The amended draft was put up to the Minister of Law 
(Shri Biren Mitra, by the Legal Remembrancer ·through 
the Chief Secretary on 25-9-61 who approved the same on 
26-9-61. As it was a money bill it required the previous 
recommendation of the Governor before being introduced. 
Accordingly the same was obtained and the file was routed 
through the Chief Secretary to the Minister for Forests 
and the Chief Minister. On 27-9-61 a reference was 
made to the Ministry of Home Affairs, Government of 
India, for their approval. The bill bad already been 
introduced in the legislature on the ground of urgency of 
the matter.. To this .reference a reply was received from 
the Ministry of Commerce and industry on 8-11-61. It 
was pointed out by the Government of India :,-

"The bills also attract the provisions of Article 304(b} 
of the Constitution. lt is, however, observed from 
para 4 of your letter that the Bill has already been 
introduced in the State Legislature without obtaining 
the previous sanction of the President. As such the 
bill when passed by the State Legislature will have 
to be reserved for the assent of the President to 
remedy the Constitutional defect" 

It was further observed : 
"The two matters on which the courts will have to be 

satisfied are 'Public Interest' and 'reasonable 
restrictions'; The State Government appears to have 
relied mainly on the report of the Orissa Taxation 
Enquiry Committee while undertaking the proposed 
legislation. Even so, it is not clear that the safe­
guard recommended by the Committee in para 24(c} 
of their report has received any attention in the Bill. 
The Power to fix prices should not be arbitrary. 
Some principles have been laid down in the proviso 
to clauses 4 of the Bill. It is yet a question 

. whether they will be considered adequate when 
Government is the sole purchaser". 
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The refereace received from the Government of India 
was eimmined by the Legal Remembrancer who 
observed : · 

«Jt may be that because the bill contemplates imposing 
price control which may be a tether on trade and 
commerce, Government of India. have expressed 
th~ view that Art. 304(b) will be attracted". 

Instead of the earlier provisions relating to the Consti-· 
tution of a well-represented Advisory Committee, 
the amended Clause 4(2) read as under:- · · 

~'The Government shall constitute · an Advisory 
Committee for the State consisting of not less than 
6 members as may be notified by Government from 
time to time. 

Provided that not more than 1/3 of such members 
shall be from amongst persons who are growers of 
Kendu leaves". 

The Assembly passed the bill on 27-11-61 and Shri 
Sadashiv Tripathi recorded a note on the same day 
that immediate steps to obtain the. assent of the 
President should be taken so that the bill becomes 
the law in the next season. The rules be framed 
quickly and Advisory Board constituted. At 
this stage 'also the file was seen by the Chief 
Minister. 

The follow up action was taken up, the rules were 
framed and the draft was sent to the Ministry of Home 
Affairs on 18-12-61 for obtaining the President's sanction 
-expeditiously. The sl<nction was received on 2-l-62 and 
the new law was brought into force w.e;f. 5-1-1962, The 
rules framed had the approval of the Chief Minister 
-dated 4-I -62. · 

The Chief Secretary observed jn his note dated 
ll-I -62 addressed to the Chief Minister as under : 

"Form E as now approved gives no base for compari· 
son of the offers of the various parties. A party 
may offer less Commission but there is no 
gliaran tee that he will guarantee any difference in 
price and a minimum profit to Government. The 
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Form as originally. submitted tried to meet this 
situation. l am afraid returns . made on the basis 
of the present form will.enable Government to come 
to any prope~ · conclusion. There is too much left 
to imagination. If we leave the entire arrangement 
as a simple agency, then we are caught with the 
price fluctuations aJ>d manipulations of the dealers. 
Unless the agent who is the expert in this matter 
guarantees a maliimum performance we are sunk. 
A simple agency cannot be run in Kendu leaves 
without certain safeguards. Otherwise, the entire 
matter may result in corruption at lower level and 
smuggling · on a large · scale. This is why I had 
suggested a minimum perfqrmance with some safe­
guards for fall in prices. 

· Chief Minister may please consider". 
On the above note of Chief Secretary, the Chief 

Minister Shri . B. Patnaik recorded the following 
minutes:-

"Since 'l'le know what price structu~e · we want, there 
should be no difficulty in fixing the rate, with the 
agents who we approve. 13-1-1962". 

Subsequer.t1y advice was sought from the Law Depart­
ment, whether the agreement with the agent was required 
to be stamped and registered. The matter was discussed 
and after the concurrence of the Finance Department and 
the approval of the Chief Minister a notification dated 
3-3-62 to the effect that such agreements of Kendu leaves 
are exempted both from the registration and stamp duty 
was issued. It further appears from the notings that on 
a proposal made by the Secretarv that Forest Officers not 
below the rank of Foresters lie authorised to search, 
:seize and inspection for the implementation of the 
provisions ofKendu leaf (control & trade) Act did not 
meet the approval of the Chief Minister, who minuted 
on 21-4-62 that such a power was not necessary. The 
matter was again examined and the Chief Minister agreed 
to the powers being given to the Forest Officers and 
certain other categories of officials to· search, seizure and 
inspection. 
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The following points emerge : .. 
In this note dated 11-1-62 the Chief Secretary pointed 
· out to the Chief Minister that form ''E" "approved 

by the Chief Minister" gave no basis for 
comparison of the offers of the ·various 
parties. A party may offer Jess commission 
but there. is no guarantee that he will guarantee 

any difference in price arid a minimum prcfit to 
Govt. Returns made on the basis of the present 
form will not enable the Govt. to come to any 
proper conclusion. If the entire arrangement is a 
simple agency the Government would be caught with 
the price fluctuation and manipulations of the 
dealers. A simple agency with· certain safeguards 
cannot run the Kendu trade and the entire matter 
may result in corruption at lower level and 
smuggling at a large scale. The Chief Minister, 
however, did not agree to make the form more 
specific with the result that the entire discretion to 
appoint the agents was left to the authority who 
was to grant the agency. 

2. No qualifications had been laid for a period to 
whom the lease was to be granted and that provided 
room for cornuption. 

3. The price structure was also left to the discretion 
of the authority. 

4. The provisions of the Advisory Committee had to 
be incorporated only after the Government of India 
intervened but by restricting its membership the 
Committee could only play the secondary part and 
could hardly be effective in stopping the misuse by 
the authority. 

It appears that the Advisory Committee had no hand 
at all in the appointment of Agents. 

Rule 7 of the Orissa Kendu Leaves (Control of Trade)­
rules 1962, provided the manner in which agents could 
be appointed. It reads as under: 
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Rule 7 

(i) Govt. shall, ·when they consider fit, publish 
a notice inviting applications from persons 
desirous of acting as agents to be submitted by 
mch ,date as maybe specified therein. 

(ii) An application for agency shall be in form 'E' 
and submitted to .such authority and in such 
·manner as may be specified in the ab ... ve notice. 

(iii) Every such application shall be accompanied by 
a Treasury Challan showing the d~posit of 
Rs. 500 only by applicant as earnest money. 

(iv) It shall be open to Govt. to accept or reject any 
· application so received without assigning any 
reason, thereof. Further, when the applications 
received in respect of a unit are not found to be 
suitable or satisfactory, it shall be open to Govt. 
to negotiate with one or more applicants in 
respect of that unit. 

(v). ·On appointment as Agent, the person appointed 
shall execute an agreement, in ~uch form as 
Govt. may direct within 10 days of the date of 
receipt of the order of appointment failing which 
the appointment shall be liable to cancellation 
and the amount deposited as earnest money, 
liable to forfeiture. 

The Advisory Committee was only to be comsulted: 
"(a) for fixation of the price at which Kendu Leaves 
shall be purchased by the Govt. or by any officer 
or agent from growers of Kendu leaves during any 
years". 

'Section 4' 

"The business of the Advisory Committee shall be 
conducted in such manner and the members shall be 
entitled to such allowances, if any, as may be prescribed". 
A!lents now appointed : 

Gt>vemment of Orissa, Department of Cooperation 
& Forestry vide Gazette notification dated 11-1-62, 
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invited applications for appointment as Agents ill': 
form 'E'. The Government reserved the right t~ 
reject any or all applications in respect of any unit 
without assigning any reason whatsoever, and also-· 
the right to negotiate with any applicant when the 
applications in respect of any unit are found to be 
suitable or satisfactory. The applications were to­
reach the Chief Conservator of Forests, Orissa, 
Cuttack by . 30~ 1-62. This date was extended to-
2-2·62 as certain amendments were made in the 
Constitution of.units notified earlier. 

2. Vide a copy of D.O. Secretary, C.>operation and 
Forestry Department, Orissa, asked Chief Conser­
vator of Forests to send all the applications received 
by 1 p.m. on 2-2-63 was to reach ·the former's 
office at 3 p.m, on the same date along with the 
register. 

3. Some units again appear to have been reconstituted 
and another Govt. Gazette notification dated' 
10-3-62 was issu~d, asking for fresh applications, so­
as to reach the C.C.F. Orissa by 3 p.m: on 14-3-62. 

All such applications were also required to reach the 
Secretary's office on the same date by evening. 

4; Yet another notice dated 24-3-62 was issued by the 
Secretary to Government Cooperation & Forestry­
Department, Orissa inviting applications for certain. 
units, numbered in the notification (83, 83A, 85A, 
86A, 86B, 87, 87A, 87B, 89, 89A). These-applica­
tions were required to reach C. C. F. Cuttack by· 
3 p.m. on 27-3-62. 

5, Chief Conservator of Forests Cuttack had on 2-2-62: 
forwarded all t)le 598 covers containing applica­
tions to the Secretary Forestry Department, 
Bhubaneshawar. 

The above shows that ~·au decisions for appointment 
of agents were taken by the Ministry themselves,. 
not by the Chief Conservator of Forests. · 

(i) The dates were being extended from time to time· 
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propably to bring in some 'favourite' • applica­
. t'cns; 

(ii) The time given for filing applications bas always. 
· peen kept very short-perhaps with purpose. · 
(iii) Government reserved the right to reject any applica­

tion without assigning any reason and it was also· 
empowered to negotiate 'with any applicant when; 
in any unit, the applicants 'were not found suitable· 
or satisfactory. 

. All the above circumstances appear to have beem• 
created to facilitate the appointment of "desirable"· as. 
agents. 

·.The crux of the allegation is that in the appointment: 
of ~gents, illegal gratification was taken, and favours wereo 
shown and favourites were appointed. In order to· ascer"'- · 
tain the truth or otherwise of this allegation, it would be 
necessary to study the. files relating to the appointment 
of agents. The official record teceived so ··fardoes not 
throw any light on this matter. 

Allegation No. 10 

Report on the establishment of a Saw Mill on the. 
illegally occupitd Government land at Cuttack 

by Shri Bireo Mitra. 

Mr. Mitrahas established in the name of his wife 
a Saw Mill for manufacture of furniture on Govern-· 
ment land which was forcibly occupied in the town of 
Cuttack: The land in Cuttack is valued at Rs. 
2,50,000/- and the State Government proposed· 
transferring this land to Mrs. Mitra and their associ, 
ates on payment of this l!ffiOnt although the . occupa-
tion was illegal. · . . 

. In a memorandum dated 21-9-64 submitted by 
Shri R. N. Singh Deo and and other Memorialists, it 
has further been stated that Mr. Mitra had misused his 
official power in getting the plan of structure for, the 
Saw Mill approved by Cuttack Municipality without · 
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verification about the proprietorship of land.· Similar· 
Iy, the Industries Department gave licence for the 
factory and the Electricity Department gave powe1 
connection without any verification under the impres· 
sion that it was a concern of Shri Mitra. When the 
matter came up with· State Assembly, an attempt was 
made to lease out the land to Shri · S. C. Bose, 
Secretary, Cuttack Motor Assn, as the encroacher to 
whom the Saw Mill had been transferred in benami 
.after the winding up of encroacher and demolish the 
unauthorised structure as it belongs in fact to _Shri 
Mitra. · 

. The State Government, requested to make the 
the relvant official record available, have handed over 
-the files which appear to relate to an Assembly question 
No. 3619-subscquently renumbered 2606-raised by 
.Shri Bidhar Behara in August !964 in which the Minister 
Irrigation and Power was asked to state whether permission 
had been given to the proprietor of the Saw Mill (Jobra) 
to start the Saw Mill and erect permanent structure on 
PWD land near Talanadand canal, and whether the 
proprietor has undertaken construction without taking 
permission and iF so the steps taken by the Government · 
to proc~cd against the proprietor. Two files regarding 
illegal occupation of Government land, and further en­

-croachments on Government land by Shri S. C. Bose and 
Shri Gobinda Behera, have also been made available by 
the State Government. These official records .do not 
indicate the connection, if any, of Shri Mitra or Mrs. 
Mirta with the land which admittedly had been under 
illegal occupation. -

The scrutiny of the official record shows that in 
answer to the above noted Assembly question, which was -
taken up by the Revenue Minister, it was stated on the 
floor of the Assembly that there were two Saw Mills near 
Jobra (Cuttack), that permission had been given to none 
.and that the proprietors had undertaken construction 
'Without permission, Shri S. C. Bose bad encoarched on-
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'One more and 10 centa of Government land and also on 
11ome further land· on the Canal Bank Road, by apns­
-tructing a pucca compound well, a gate and a watchman's 
-shed. Shri C. C. Behera had similarly encroached upon 
.A.C.O. 60.5 of Government land. 

I~ appears from the record that portion of land in plot 
'No. 253, measuring one. acre, situated on the Left Bank 
-Qf Talandanda Canal, at Cut tack was leased out to Shri 
.. S. C. Bose in the year 1948-49, by the Executive Engineer, 
.. Mahanadi South Division of the Irrigation Department, 
for installation of a stone crusher machine, at the annual 
rent of Rs. 250/-. He was _also permitted to construct a 

"temporary shed only but there was_p.o permission for the 
-construction of a Saw Mill or for erecting any permanent 
structure._ The lease period expired on 31·3-52, and it 
is stated in the files that on the expiry of the lease, Shri 
'Bose was asked to vacate the land which was required for 
·widening the Canal Bank Road, but he did not do so and 
on the other hand constructed pucca buildings consisting 
-of a Saw Mill with an attached office and residential 
«J:uarter, When exactly these permanent structures were· 
. erected is not clear in the file. No further action appears 
-to have been taken by the Irrigation and Power Depart­
:ment and the illegal -occupation continued undisturbed. 
It was only in January '63 that a notice was served on 
:Shri S .. C. Bose again, for vacating the illegally occupied 
land. From Shri Bose's letter dated 1-2-63 to the 
Executive Engineer, Mahanadi South Divison, Cuttack,it 
-was contended by Shri Bose that when he had been the 
Executive Engineer, the latter had assured him that since 
·the ·matter was under consideration he did not have to 
.-worry· about the renewal of the lease which would be 
-done in due course and then the arrears of rent due would 
-also be accepted. Shri Bose had pointed out in that 
· letter that while the lease of the adjoining plot of Shri 
.'Behera had been renewed and Shri Behera had even been 
- -allowed to start a flour mill, and a Saw Mill on perma-

nent structures, for over two years, his own lease had·not 
-been renewed .and had in· fact been· _cancelled without 
. .demanding even the arrears of rent- from· him. The 
' . - -
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Executive Engineer in his letter dated 19-4-63 to his 
Superintending Engineer, while denying that he gave any 
such assurance to Shri Bose, as contended by the latter 
had stated, that Shri Bose who was an influential business 
man of the locality had put up permanent structures OD 
the land without even the courtesy to obtain prior permis­
sion and had further encroached on the road side for 
personal benefit. The Executive Engineer, however,. 
suggested that since the land in question was no I onger 
required by the Department, it may be relinquished in 
favour of Shri Bose for Rs. 1,65,000 at the rate of Rs .. 
1200/- per acre, and Shri Bose may be asked to· leave our 
a 20 ft. strip on each side for further development. 

The Under Secretary, Irrigation and Power Depart­
ment wrote to the Revenue Department on 13th Sept ... 
1963. about the illegal occupation of Government land. 
bv Shri S. C. Bose and intimated that the land in 
question on which Shri Bose had constructed pucca. 
structure and saw mill, had been declared surplus by the 
Department and had been transferred to the Revenue' 
Department according to Government decision. • 

The case. of Shri Gobinda Behera appears to be identi­
cal with that of Shri S. C. Bose.. Here also Shri Gobinda 
Behera was granted the lease of a portion of the same 
plot No. 253, comprising of .04 acres, in the year 1948-49' 
for putting up a wooden structure or a G.I. sheet shed as. 
a show room for furniture at an annual rental of Rs. 200/-. 
The lease expired on 31-3-52 and although it was not 
renewed Shri Behera not only proceeded to construct: 
pucca structure but also encroached upon .20 acres of more· 
Government land. He was also in arrears of the rent to· 
the tune of Rs. 1400/- in August 63, but the only indica-· 
tion of any action having been taken in the matter, is the· 
service of a notice issued in January 1963. The letter 
dated}Qth August 63 of the Exec~tive Engineer, Eastern· 
Circ1.a,~uttack shows that the Ch1ef Engineer Irrigation, 
had been pleased to order the renewal of the lease on 
29-6-60 but had forbidden the ~onstru~ion of any perma­
nent structure,s.~ .-,The Execut1ve Engmeer in the abov~ 
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quoted letter of 30th August 1963 to his Superintendine 
Engineer has remarked : 

"The rent levied on such purpose is on an averge Rs. 
1200/- per acre. . The rate is considered as conces· 
sional rate because if this is put to auction it will 
fetch at least three. times of the present rate i.e. 
3 X 1200 per acre. 'The site for instance is situated 
on the main road and very-near to the canal as well 
as to the river. The Railway Station is at a distance 
of I i miles from the Saw Mill etc. The site has 
other advantage of first class industrial area. Cheap 
labour is also available nearby. The cost of this 
land at the market rate of the locality will be about 
Rs. 6900/- per month and the entire land will be 
of the value of Rs. 90,750/- reasonably. Further 
this businessman of position and influence bas no 
courtesy to obtain prior permission for doing the 
job and intended to exploit the Government land 
for his personal benefit. As such it is proposed 
that the area may be sold to him for Rs. 90,750/- as 
the land in question cannot be utilised for the 
benefit of Irrigation Department, He may leave 
20 ft. on each side for future development of 
road" 

The Chief Engineer on 15th November 1963 accord­
ingly wrote to the Irrigation ·and Power Department, 
suggesting that "if the eviction be considered by Govern­
ment as not possible with the assets created by the lessee 

-on the land unauthorisedly, then the suggestion of the 
Executive Engineer to sell out the land to the lessee at a 
price ofRs. 90750/- may be considered". ·The official 

· records shows that the Additional District Magis.trate 
Cuttack in his letter dated 2·9·64 informed the Secretary 

-to the Revenue Divisional Commissioner Cuttack that in 
the light of the instructions issued by the Government, in 
their communication dated 7-11-63 the Sub-Divisional 
Officer Saddar _ had been asked .to start encroach,Jilent 
proceedings and to take quick steps for eviction of the 
unauthorised encroacher Shri S. C .. Bose and that eviction 
proceedings bad started but no final ·action could ·be 
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- ,Jken as the notice bad not been properly served. It wa 
flirther stated that it had been impressed on the S.D.O 
personally to evict the encroacher and to issue an injun 
tion ·order restraining Shri Bose from constructing an: 
further structures on the side. · 

It will be seen from. the above discussion of the 
material available on such official record as !;.as beer 
made available that Shri Go bind Behera and· Shri S. C. 
Bose, having been given lease of Government land by th1 
Irrigation Department in 1948-49 erected permanen1 

_structures, and even established Saw Mills and the Flom 
Mill, in spite of the- lease not having been renewed, 
continued their illegal occupation and even encroached 
upon further . Government land, without any action 
having been taken by the Department. The lease of Shri 
Gobinda Behera appears to have been renewed in 1960 by 
the Chief Engineer but this was not done in the case of 
Shri S.C. Bose, who, however, nevertheless continued 
his illegal occupation. When exactly the permanent 
stuctures, the Saw Mill etc. were erected is not clear from 
the record, which however, shows that it was only in 
January 1963 that a notice was issued but without the 
matter being pursued further. Although the Government 
required the land in question originally, for widening the 
canal ba_nk, in 1963 the Government suddenly found that 
except for 20 ft. strip, on each side, for development of 
the road, the rest of the land under illegal occupation, 
which according to the Executive Engineer was quite 
valuable, had beceme surplus to their requirements and 
at the instance of the Department of Settlenient of this 
land, on the encroacher for a consideration ·of Rs. 

- 1,65,000/· in the case of Shri S. C. Bose and for Rs. 
90,750/· in the case of Shri Govinda Behera was being 
considered. It further appears that although instructions 
were issued, in November 1963 to evict Shri S. __ C. Bose 
even as late as September 1964 a proper .notice in respect 
of eviction proceedings could' not be served. 

It has been stated in the letter. of the Executive Engi­
neer Mahanadi South Division that both Shri Gobinda 

. Behera and Shri S •. C. B9se-were infiuential businour-r r, 
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of the locality. · It is difficult to say· as to whether thi 
alone can explain the manner in which they were allowed 
not only to remain in illegal occupation of Government 
land but the department even continued to suffer further 

. encroachements on Government land and the erection of 
permanent structures. 

As has been stated earlier, the official record handed 
over does .not indicate the connection, if any, of Shri 
Biren Mitra or Mrs. Mitra, with either of these two cases 
of Saw Mills, erected on Government land under illegal 
occupation. Shri Biren Mitra· was incharge of the 
Department of Irrrgation and Power from 2nd October 
1963 when he took over as Chief Minister. In the subse­
quent allegations in the Supplementary Memorandum 
dated 21-9-64 submitted by the Memorialists, certain 
additional circumstances relating to this -particular case, 
have been cited which are of considerable relevance for 
the determination of the facts of this case. It will be 
necessary, however, in the light of these additional 
circumstances furnished by the Memorialists of scrutinis­
ing further relevant official records in order to araive at 
any conclusions. The interests if any, in the Saw Mi!I in 
question, of Shri Biren Mitra or Mrs. Mitra can also be 
discovered ·only after further scrutiny of official -record 
and by oral enquiries. -

Allegation No. 11 

Report on withdrawal of prosecution of cases 
against steel stockists. 

--·:o:--
Shri Neelmani Routry, Supply Minister, Orissa had 

caused prosecution against II dealers of controlled 
iron and steel goods to be withdrawn, against the 
advice of Supply Secretary and District Magistrate 
and without consulting the Legal Remembrancer. 
This was misuse of power by the Minister. 
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. Shri Neelamani Routroy who was Minister in charg~ 
.U Supply, Transport and Labour in the State Ministl) 
of 1957, bad relinquished charge of his office on 22-5-59. 
He rejoined the Ministry in less than two months, on 
14-7-59 and was allocated the Department of Supply and 
Commerce. There was President's rule in ·the State 
from 25-2·61 to 22-6-61 and after the mid-term elections 
Shri Routroy joined the Ministry headed by Shri Patnaik 
on 23-6-61 as Minister in Charge of Home, Commerce, 
Labour and Supply Department. · 

The scrutiny of official records made available by the 
State Government shows that in May 1959, the Secretary 
Supply Department had himself brought to the notice of 
the then Supply Minister (Shri Neelmani Routroy had 
relinquished office on 22-5-59) public complaints of black 
marketing in iron and steel, and the Minister having felt 
strongly about this matter had himself conducted searches 
through the officers of the Civil Supplies Dept, on 29, 
30 and 31st May 1959. A number of irregularties had 
been detected and after careful examination of the cases 
by the CSO Headquarters, the Government pleader and 
the office of the Iron and Steel Controller, regarding the 
legal position, cases were launched. against the dealers 
concerned for contravention of Iron and Steel Control 
Order 1956. · 

Shri Neelamani Routroy reassumed office on 14-7-59, 
and on 27-11-59 on receipt of a representation from 
Orissa Chamber of Commerce and Indusrry, he observed 
in a note to the Secretary Supply that the representa.tives 
of the Chamber who had met him had stated that 
whereas other States allowed traders to deal with iron, 
steel and scrap materials, from um'egistered re-rollers, 
out of imported and indigenous sources, the traders in 
Orissa bad been prevented~ from dealing in such 
materials, as the State Government had taken action 
against them a few months earlier. He was, therefore, 
of the view that if the other States allowed their traders 
to deal with such materials, no bar may be placed on the 
traders in Orissa State also. He required the matter to 
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be examined to be discussed with the Chamber of Col!l-~ 
merce and Industry. 

. It appears from the file· that the Assist_anf;S~~~' 
.(Supply) had been sent to Calcutta to ascertam thcfposJtlOn 
obtaining there. He had prepared a note, which indicat­
-ed that the Iron and Steel Controller. vide his orders 
..dated 17•11-55, had laid down that materials rolled from 
scrap, from uncontrolled sources, could be sold at prices 
.above column III rates, subject to the provision which 
aead as fo_llows :-

"Prices of industrial scrap or landed cost of 
the imported scrap including transport charges 
admissible for bringing it from J.T. to their mills, 
together with their normal conversion costs". 

It was stated in the note that the Deputy Iron & Steel 
.Controller with whom the representations of the Chamber 
.of Commerce had been discussed had stated that when­
ever cases came to light, of sale of Iron and Steel 
materials, at prices above the authorised limits (Column 
III rates) it was open to the State Government to start 
·investigation to ascertain if the higher prices were justified 
:and authorised by the Iron and Steel Controller. Shri 
Doraiswamy was also of the opinion that the onus of such 
proof rested on the party fo_und selling iron and steel 
materials at rates higher than those prescribed, Shri 
Moorty, Price Controller had also, it seems been consulted. 
He was of the view that the Iron & Steel Controller's 
,circular of 17th November 1955 was no longer valid, 
after the issue of the Iron and Stye! Control Order 1956. 
The note of the Asstt. Secretary (Supply) also indicates 
:that although materials rolled from uncontrolled scrap, 
by unregistered rollers was being sold in Calcutta, at 
·varying prices, above column III rates, periodical raids 
·were organised. on the premises of these unregistered 
-stockists. The Secretary Supply, in his. note dated 7-1-60 
to the Minister, while recalling the circumstanees under 
which action had been taken by the previous Supply 
Minister observed that in allowing trade in iron and 
:Steel obtained from uncontrolled sources, at uncontrolled 
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. rates, matters could be manipulated by traders and the 
· was likelihood of public resentment when higher rat 

were charged. He suggested, therefore, that the trade 
may be asked to agree to sell iron and steel, acquire 
from uncontrolled sources at rates not exceeding Rs. 8. 
as. per CWT in excess of the controlled rates. Sh 
Neelamani Routroy in his note date 14-1·60, howeve 
felt that there appeared to be utter confusion, in t!J 
office of Iron & Steel Controller itself about the mannE 
in which uncontrolled materials were to be disposed ol 
and the rates at which these could be sold and undE 
such a state of affairs, it was difficult to characterise th 
activities of the traders as black marketing. Referrin 
to Secretary's suggestion regarding voluntary acceptanc• 
of certain prices, within~tipulated limits, by the trade 
the Minister expressed the view that no such rates .hac 
been prescribed by the Iron & Steel Controller, nor coulc 
the State Government prescribe such rates. He felt tha1 
while strict vigilance over the sale of controlled stock! 
was necessary, Government's powers to prescribe rate! 
for uncontrolled stocks, were.doubtful and the prescribil!g 
of any rates was likely to lead 1o. legal complications. 
He, therefore, suggested that an assurance may be called 
for from tbe Chamber of Commerce that the. dealers in 
Orissa would not rush for undue profits and would ke.ep 
themselves within the differential limits of rates as suggest­
ed by the Secretary. 

The Iron & Steel Controller in a circular dated 25·1-6()­
in supersession of the instructions of 1955 directed all' 
dealers to report the position of re-rollable scrap from­
imports as well as non-controlled sources, to the. Stater 
Steel Licencing authorities and directed that these­
materials could not be sold at prices exce(ding: 
statutory Column ill rates. 

Orissa Chamber of Commerce and Industry in their 
letter dated 15th March 1960 addressed to the Chief 
Minister, Shri H.K. Mahtab referred to the above circular 
of Iron & Steel Controller, of 25·1·60 and requested that 
it would be in the fitness of things if the Governmen. 
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could condescend to withdraw the cases launched .earlier 
against dealers. The Chief Minister, on 30-4-60 recorded 
the following Minutes 1 

''Minister (Supply) 
Please examine this. If nothing is likely to comeo 
. out of the cases, they may be withdrawn." 
: Shri Neelmani Routroy passed this on to his Secre­

tary Supply .. In the Supply Department, the Asst. Secy. 
observed in a note dated 26th May !960 that the cases. 
had already been launched and being sub-judice it was­
open to parties concerned to plead the fresh circular or 
1960, of the Steel Controller, in their defence, and it was· 
for the Court to decide the matter. The Secretary 
(Supply) in a detailed note of 28-6·60, while mentioning· 
various points, both in favour of and against withdrawal! 
of cases, suggested consultation with the Law Department­
The Supply Minister, Shri Routroy then in his note dated 
26th July 1960 to the Chief Minister observed: 

" ......... I have carefully looked into these points. In, 
my· ·opinion these cases were instituted without 
carefully examining the Iron Control Order and! 
instructions from the Iron & Steel Controller ...... It 
appears that Calcutta Merchants were always selling: 
these materials at higher than the Controlled rates. 
There is no doubt about the fact that there was 
utter conf]lsion and ambiguities in the earlier 
circular of Iron & Steel Controller. When there 
was so much confusion, the benefit of doubt may go 
in favour of the people• who acted in pursuance or 
the instructions. of the Iron & Steel Controller. 
Under these circumstances it appears to me that · 
chances of success of .cases are very remote. There· 
is a view that when these cases have already 
been instituted, let them be disposed of in the 
law courts. This means harrassment to merchant~ 
in the court .where the cases will be dragged on for 
a long time. If C.M. after going through these notes~ 
as examined in the Department feels that legal 
opinion is necessary he may kindly consult the Law 
Secretary in the matter". -
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. At the instance of the Chief Minister the matter was 
•examined in the Law Department, and their opinion was 
-.that .although strictly, under the Jaw, by virtue of 1956 
<Control Order the executive instructions issued in 1955 
· lost all the force, the latest letter of 1960 of the Steel 
-controller appeared to proceed on the basis that there was 
in fact no control exercised over scrap iron and_Jhe 
produce therefrom .. Tbe above position, however, was 
oSUbject to the condition that in each of the individual 
-cases in question, it will have to be a.Scertained whether 
in fact the persons involved bad obtained the materials 
from dealers in scrap and producers of materials from ou' 

··Of scrap iron and further that tlle impugned· materials 
·were in fact the product of scrap .iron. Only if these 
·two conditions were satisfied, the benefit of confusion 
-could reasonably be made available to the persons 
;proceeded against. 

The Chief Minister observed: 

"Minister (Supply) will please see. In view of what 
Secretary (LAW) says the cases may be ·withdrawn 
and to satisfy the court other points raised by 
Secretary (Law) may be looked into." 

Shri Neelmani Routroy in his minute dated 20-7-60 
. directed the Supply Secretary to take action as 
.observed by the C.M. and .a draft Jetter to I?istric;t 
.Magistrate, Cuttack, directing him to examine indiv 
;]dual cases, in the light of the opinion of the Law 
·Department, was put up for approval of the Supply 
·Minister who, however, directed that the District Magis­
. trate will not be in a position to check up these matters 
.and the . Assistant Secretary dealing with the subject, 
·would be in a better position to do so, The Asstt. Secy • 
. after checking up the invoices of the supplying firm, gave 
. the opinion that there was no reason to doubt the 
. bonafides of these invoices and the Deputy Secy. there­
.after suggested that if the Govt. approved, the Dist. 
·Magistrate may be requested to advise the public 
,prosecutor to take these facts into acount at the time of 
.applying for the consent of the court for withdrawal of the 
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.cases, so far as it concerned the sale of rods and bars. Shri 
Neelmani Routroy in his note dated 24-9·60 however 
·ordered that the District Magistrate Cuttack may· be 
.asked to take steps for withdrawal of all these cases. A 
-draft letter to the District Magistrate was accordingly put 
up to the Minister Supply who added the following line, 
in the draft letter, in his own hand : 

·"Hence Government have decided to withdraw these 
cases''. 

District Magistate Cuttack in his letter dated 23rd 
December, 1960 to . the Deputy Secretary Supply 
intimated that . out of the various cases lunched, 5 
-cases relating to contraventions under clauses 12 
(ii) (a), 12 (i) and 28 (a) did not come within the 
purview of the Government's letter received by 
him and he · had, therefore, ordered that those 
-cases may continue. He also stated that the remaining 
S cases were being examined in the light of Government's 
advice and that action as deemed proper will be taken. 
Through the 5 separate letters, all dated 2-l-61 the 
District Magistrate Cuttack subsequently informed the 
-Government that while 5 cases had been disposed of in 
.accordance with the wishes of the Government, the 
:remaining cases were of a different category. He stated 
that from perusal of Government's letter, and the Iron & 
Steel Controller's circular of 25th January 1960, it appears 
to be the Government's intention to give benefit of doubt 
regarding continuance of the validity of the instructions 
issued earlier by the Steel Controller in 1955. The 
District Magistrate was doubtful· as to whether the 
Circular of !955 had any validity after the promulgation 
.of the Iron and Steel Control Order of 1956. He further 
added that while benefit of doubtin this regard may be given. 
oto the accused, the accused had sold certain stockS at rates 
varying from Rs. 960 to 1037 per ton against the authorised 
rate of Rs. !095 which could not be justified even in accord­
ance with the 1955 circular and therefore, on this score 
there appeared to be no doubt regarding contravention or 
-which. any benefit could be given to the accused. He 
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theref0re, snught clear instructions as to whether prosecu· 
tion should be withdrawn or allowed or continue. Onl~ 
in one of these 5 cases where the rate charged was onl~ 
Rs. 760 per ton against the authorised rate ef 695 pe1 
ton, the District Magistrate felt . that. the difference no1 
being very great, he had allowed that particular case onl~ 
to be withdrawn. The Secretary (Supply) suggested· tc 
his Minister that it would be safe to .obtain Law Depart· 
ment's advice before taking a decision on D.M's letter. 
Shri Neelmani Routroy, however, in his minute dated 
21·1-61 observed : 

"When we take a decision, it should be given effect 
to without inordinate delay. In dragging on a 
matter, sometimes the grace is lost ............... we 
may instruct. the Collector to take steps to with· 
draw the cases and to close the chapter once for 
all". · 

A letter was accordingly issued to District Magistrate, 
Cuttack, with the approval of Minister Supply on 2nd 
February, 1961. 

M/s Industries and Corporation Enterprise (P) Ltd. in 
their letter !lated 8-1·62 to the Minister (Supply} com­
plained that while the ·Minister had been kind to issue 
orders for withdrawal of all cases, 2 cases were still 
pendindg against them in court' and the Minister may 
kindly order the withdrawal of these cases also. Shri 
Neelamani Routroy in his note to Secretary Supply 
observed. that he was under the impression that all cases. 
had been withdrawn and that n0 discrimination should be 
made and necessary action be taken. A note was prepared 
in the Supply Department which showed that prosecution 
had been launched against the stockists, following raids in 
May 1959 for contravention of various provisions of the 
Control Order 1956. Orissa Chambers of Commerce had 
represented for withdrawal of the cases on the ground 
that there was confusion on account of the orders which 
allowed unregistered re-rollers to acquire scrap materials. 
from the open market . and to charge higher rates than 
·those specified in Column III of the Control Order. In. 
consultation with the Law Department order had been. 
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issued .for withdrawal of the cases. Thus the cases fo 
contravention of clauses 4, S and 15 had been withdraWJ 
by the District Magistrate Cuttack. In the other S case: 
which were progressing in courts,· against 4 parties, foJ 
contravention of clauses 12(ii) 28(a) and 14(i) there wa1 
absolutely no confusion, the benefit. of which could be madt 
available to the accused, as was the position in cast 
already withdrawan. It was also stated that the cases in 
question had already progressed in the court' and some 
{)f them were at argument stage. It was doubtful there· 
fore, whether the court will allow the withdrawal of these 
cases even if the Government decided that these may be 
withdrawn. · 

Shri Neelmani Routroy, Minister Supply, then observ­
ed in his minute dated 23-4-62 • 

.. The intention of the Government was to withdraw 
all the cases but it appears that other cases have 
been withdrawn excepting the 4 cases mentioned at 
page 47/N. It is said that they come under different 
category. Whatever that may be, Government's 
intention was to withdraw all the cases and to close 
the chapter once for all as may be seen from my 
orders dated 21-1·62 on page 43/N. In the mean­
time the iron & steel position has also considerably 
improved and control · on many iron materials has 
been relaxed. So it does not look nice to continue 
these. cases after such a long lapse of time, say 
about 3 years. Therefore, we need not proceed 
with the cases and take steps to withdraw them 
immediately." 

District Magistrate, Cuttack, was accordingly advised 
on 4-S-62 to direct the public prosecutor to withdraw 
these cases also with the permission of the court and to · 

'report the action taken. A reminder was also sent oa 
14-7-62 to the Collector but the file is silent as to what 
action was taken by the Collector as no reply from him 
is available on the file. · · 

. It, will be ·seen from ·the above discussion,- that on 
. teceipt of complaints· of black .marketing,· action was 
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taken, by the then Supply Minister against steel dealers 
after examining the legal position thoroughly, and arte 
consulting the office of Iron and Steel Controller. Thi 
action was taken during the brief spell, when Siu: 
Neelmani Routroy had ceased to be the Supply Minister 
The observation of Shi:i Neelmani Routroy in his minuto 
dated 26th July 60 that the cases had been institute( 
without carefully examining the Iron Control Order Will 
not factually quite correct. The examination of th1 
question of withdrawal by the Law Department, as will 
be clear rrom their note, pertained merely to the disposal 
of the products of uncontrolled scrap, at higher ·rates than 
those authorised by the Steel Control Order 1956, regard· 
ing which the Law Department felt, the benefit of doubt 
could be given to the accused. This examination ·does not 
appear to .have concerned itself, with the other contraven.· 
tions of the Steel Control Order 1956, regarding which, 
a!l.the Collector Cuttack pointed out, there was no confU­
sion. The Secretary's (Supply) suggestion that the point 
raised by Collector Cuttack may be examined in the Law 
Department was overruled by Shri Neelmani Routroy. 
Even the note prepared by the Assistant Secretary 
(Supply) after ascertaining the position in Calcutta, and 
after consulting the Deputy Iron & Steel Controller and 
the Price Controller, clearly showed that although some· 
unregistered stockists were disposing of goods in Calcutta. 
above the 'statutory rates, raids were being periodically 
organised to detect such contraventions. The view­
~;~~:pressed by the Supply Minister therefore, that 4"aders 
were being allowed, in Calcutta, to dispose of thes., 
materials at higher than the controlled rates, as if under· 
proper sanction, was also factually not quite correct, and 
in any case, the illegal activities of traders in Calcutta 
could hardly be cited as a justification to allow such, 
activities in Orissa State. In respect of at least the 4. 
out of I 0 cases, it seems to be quite clear that these were, 
ordered to be withdrawn by Shri Neelmani Routroy, as' 
Supply Minister, without consulting the Law Department· 
and against the views of the Supply Department and the. 
District Magistrate Cuttack. This allegation 'herefore­
appears to be prima facie established by the material on.. 
record in the official files. 
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Allegation No. 12. 

REPORT OF THE SALE OF PRIVATE LAND BY 
SHRI BRINDABAN NAYAK TO THE STATE 

ELECTRICITY DEPARTMENT OF ORISSA. 

Shri Brindaban Nayak is in possession of a vast are, 
of land near Railway Station Berhampur. He want 
to dispose of the same at a very high price, which i 
abnormal, to the railway authorities by utilising hi: 
power as a Minister. He has already disposed o 
an area at a higher . cost to the Electrical Depa~;t· 
ment, Queen MH School etc. 

Scrutiny of the official record made available by the 
State Gevernment shows that the State Electricity Depart· 
ment had been in need of some land, since 1955, for the 
construction of residential ·quarters for the staff of the 
Superintending Engineer, Behrampur. . The District 
Collector had initiated land acquisition proceedings for 
acquiring land in village Goclandi and a notification under 
the Land Acquisition Act also appears to have been isssued 
·but the relevant file made available contains no details as 
to the date of the issue of the notification or the area of 
the land covered by pi:e notification. A sum of Rsr 
1,32,997.26 appears however to have been deposited with 
the Collector by the Electricity Department by way­
of compensation for the land which was proposed to beo 
acquired. 

On the formation of Orissa State Electricity Boardr 
the, Collector Ganjam; informed the Government that in· 
the changed circumstances the land acqu'sition procee­
dings initiated earlier could not be COJitinued as the. State' 
Electricity Board was a Corporate Body and not a Depart·· 
ment of the Government, and a fresh notification under 
tl:ie l.*d Acquisition Act will be necesary. The Irriga­
tion and Power Department communicated this informa.r 
tion to the . Superintending Engineer, Electrical Circle, 
Berhampur, who approached tie Chairman, State Electricity 
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:Board, Berbmapur on 12-2-63 with th_e request that tht 
anatter may be pursued further and he was directed by th• 
Board to furnish declaration with necessary details of tht 
land required so that further action for acquisition ma: 
be taken. 

The Superintending Engineer, Shri B:K. Sarkar, agaix 
wrote a personal D.O. letter to Shri Kapila, Chairman, 
State Electricity Board, stressing the urgency of the 
-construction of the residential quarters for the staff, bu1 
the Chairman of the Board asked the Superintendin~ 
Engineer to ascertain if the required land could be pur· 
chased by private negotiation. There is no clear indica· 
tion in the official files as to why exactly purchase througb 
private negotiation was suggested, but this could have heeD 
:in order to bye-pass the lengthy, and irksome land acquisi: 
tion proceedings • 

. On 1-6-63 the Superintending Engineer wrote tc 
the Revenue Divisional Commissioner that he had leam1 
that a portion of land measuring 4 0 acres, which had 
already been requisitioned by the Government for the 
Medical College, was no longer required and was propos­
ed to be disposed of by the Government. He, therefore, 
requested that this land may be given to the J;!lectricity 
'Board for construction of staff quarters. This suggestion 
was turned down by the Revt-nue Department on -the 
technical ground that the land acquired for one specific 
purpose could not legally be devoted to a different purpose. 
The Superintending Engineer apprised the Chairman State 
Electricity Board of this position, but expressed the view 
that the land in question, which was ·no longer required 
for the Medical College, was very suitable for construction 
-of staff quarters, workshop, etc. and will also be cheaper as 
its valuation had been fixed at Rs. 5000/- per acre, 
whereas the purchase of land through private negotiations 
was likely to cost Rs. 15.000/- toRs. 20,000 per acre. He 
requested the Chairman, Electricity Board, to persuade 
the District Magistrate, Ganjam, to band over a part' of 
this land to the. ElectricitY Board. Shri Kapila, Board's 
Chairinan, accordingly addressed the Collector, Ganjam, 
on 13th July 1963 and requested the latter to examine as 
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•to whethel' 15 acres out of the 40 acres of land, which ha 
-;become surplus to the Medical College, could be sold 1 
<the Board. 

The matter of getting some land for the staff quartet 
-ofthe Superintending Engineer at Berhampur, appears t 
. have been discussed also on 3-7-63 by the Chief Enginee 
·with the officers of the Electricity Board and it was the1 
-i'elt that two alternative sites could be considered. Ou 
-of these was the land which had become surplus to th< 
Medical College and the other was a plot belonging t< 
Shri Brindaban Nayak in village Khodasingi. It is no· 

-.clear from the official record as to why a fresh notifi_cation 
under the Land Acquisition Act, in respect of the land 

·for which a sum of Rs. 1,32,997-26 had already been 
-deposited previously by the Electricity Department, was 
·not issued and the acquisition proceedings continued. The 
'files also do not indicate as to whom exactly during the 
'discussions on 3-7-63 the land belonging to Shri Brindaban 
'Nayak came to be suggested for the construction of the 
staff quarters at Behrampur. There is, however, reference 

·in the Superintending Engineer's letter dated 17th July 
<63, to the Chairman State Electricity Board, a D.O. letter 
.-dated 10-6-63.of Shri Brindaban Nayak, in which Shri 
Nayak appears to have offered the land in question and 

·to have stated that his offer was valid only up to July 1963. 
'The relevant D.O. Jetter of Shri Nayak, is however, not 
.available on the file. This may, however, be the explana­
·tion ·for the sudden consideration of the land of Shri 
llrindaban Nayak during the discussion on 3-7-63, referr­
ed to above. 

The Superintending Engineer, in his letter dated 17th 
.July 1963 had informed the Chairman, State Electricity 
·Board, that he had been given to understand during tele­
·phonic conversation that very !hty, that it Would not be 
:possible to spare the surplus land of the Medical College 
for the State Electricity Deptt. and the Superintend­

·ing Engineer, therefore, felt that there was no choice left 
-except to purchase the site through private negotiations. 
:He indieated that the· land offered by Shri Brindaban 
:!"layak,.Deputy Minister!_-'atslum clearance colony, at.. 
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Rs. 20,000/·per acre OJ.: 'at ihe Engineering School .a 
Rs. 15,000/-per acre, was the only land availab~e, and. h~ 
preferr~ the first pl,ot at the slum clearance colony, . as 11 
was near the toWn area and on liigher .level. He furthe1 
stated that Sliii Brindabail, Nayak, however owned 5 acre! 

·of land near ~he slum clearance colony but other person! 
possessing adjllining plots of land were also · willing tc 
sell it at the same rate, He stres~ t}le need of earl'y 
finalisation as Shri Nayak' s offer appeared to be open up 
to the end bf July; 1963 only; 

· 1he Chairman, Electricity Board, appears to . have 
discussed the matter of purchase of land of Shri Brindaba:U. 
Nayak, with the . Addl. District :Magistrate, the Landi 
Acquisition <;:o)lector and the. Tehsildar, Berhampur, 0111 
5th August, 1963, thereafter he recorded a note an . 8th 
Aug., 1963, in which it is stated that although originally 
only 5acres .of la!Jd were required for the staff quarters, 
this would now prove inadequate and he, therefore, was. 
'of the view that the best course would be to acquire or 
·purchase .about 10 acres of land. Jt will be recalled 
that the plot of land which the Superintending Engineer 
nad preferred, near the slum clearance colony, consistedl 
of only 5 acres of land belonging to Shri Brindaban 
Nayak but he had indicated that adjoining plots . could 
also be purchased. This piece of land being at higher 
level and being more conveniently located, had been 
considered more suitable. It would appear, therefore, that 
on the groundthat more than 5 acres of land would be 
required for the staff quarters, the other piece of land' 
belonlring to Shri Brindaban Nayak, came to the considered. 
The Chairman,· in his ·above mentioned note of 8th 
August, 1963 has further recorded in connection with· the 
15 acres of land offerd by Shri Brindaban Nayak ·at 
Rs. 15,000 per acre, that Shri Nayak had sold some land 
in the neighbourhood at Rs. 10,000/- per acre two years 
earlier, but the price of land, from what he could under­
stand from the Collector's representatives, had since 
~isen and the value of the land in question would be about 
Rs. 15,000 per acre. 

A formal reference was then: made to the Collector;. 
Ganjam by the State Electricity Board on. August 9,196) 
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in f;ipry .to which A:b.M. Ganjam intirilated to .i:he Exeeil­
live Engirle~r, Qanjam Electrical Division ori, 4-9-63 that 
the value of the land iri question was Rs. -18,875 per acre. 
It was further indicated that the available land betongiilg 
to Shri Br'indaban Nayilk was 13.25 acres. This was 
tOnveyed to the State EleCtricity Board and die Chairman 
of the Board .was requested to make. it convenient to 

"discuss the matter ivith Shri Nayak at Bhubaneshwar. It 
a ppeai:s from the note-sheets on the file that the Addl. 
Chief Engineer accordingly held discussions with Shii 
Brindablln Nayak on 12-9-63 and Shri Nayak while 

. emphasirig that his offer of sale of Ia11.d at Rs. 15,000/-per 
acre- bas been valid only up to July 1963 and the prices 
had since gone up furtb.er agreed, however, to sell 10 acres 
of land at the previously offered rate, provided part of the 
land adjoining the road-side, National Higb: Way, consist­
ing of about 3 acres was left out. It appears further that 
in the course <if this discussion, Shri Nayak also suggested 
that a relation of his, possessed two acres of adjoining 
land and would be willing to sell the same to the Board 
·on similar ·terms. This relation of Shri Brindaban Nayak, 
it appears from a separate note, was in fact Shri Nayak's 
brother-in-law. The Add!. Chief Engineer, after this 
discilssion suggested to the Chairman, Electricity Board in 
_his note dated 12-9-63 that since Shri Nayak bad. agreed 

... to sell the land at Rs. 15,000/- per acre i.e. at about 
Rs. 4,000/- per acre less than the prevalent rate in the. 
locality, as !ntimated by A.D.M. Ganjam; it would be 
desirable to get iri for all the 15 acres i.e. 13 acres of Shri 
Nayak and two acres of Shri Nayak'.s brother-in-law, Shd 
Panigrahi, in view of the future developments at Berham­
pur. The Chairman, Electricity Board, appears to have 
-himself held further discussion with Shri Nayak on 13-9-63 
and Shri Nayak agreed to sell the land in question but 
asked for Rs. 50,000/-to be paid in advance to him and 
also indicated that he. could not keep ·the offer. open 
indefinitely. The Superintending Engineer, Berhampur, 
was asked to intimate his exact requirements of land and 
he replied back to say that the land consisting of 15.02. 
acres, consisting of 13.02 acres belonging to Shri Brinda­
ban Nayak and 2 acres of Shri Brindaban Nayak's \lrother-
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.in-law, may be purchased. A decision wail' accordingly 
taken on 19-9-63 to purchase 15.02 acres of land at the 
rate of Rs. 15,000 per acre. The sum of Rs, 1,32,997.26, 
formerly deposited with Collector, Ganjam, by the 
Electricity Department by way of compensation for tbe 
land which was than proposed to be acquired was ·with­
. drawn and the Assistant to the Chief Engineer, in his 
letter dated 19th September, 1963 informed Shri Brinda­
ban Nayak, Deputy Minister, C.D. & Panchayat Raj, that 
the Board.had decided to purchase his land and that of 
his brother in-law and he may, therefore, direct his agent 
at Berhampur to contact the Superintending Engineer, 
Electrical Circle, and to band over the .possession of 
the land, 

It appears from the file that the total cost of the land 
purchased, including the cost of a stamp duty and registra­
tion amounted to Rs. · 8,500/- and other miscellaneous 
expenses of Rs. 2,000/- came to Rs. 2,35,050. 

It will be seen from the above discussion that the land 
acquisition proceedings had already been inithted for· 
acquiring land for the Electricity Department, and a sum 
of Rs. 1,32,997.26 had also been deposited by the Depart­
ment by way of compensation. It was then found that 
since the State Electricity Board was a Corporate 
Body and not a department of the government, a 
fresh notification would be necessary so that the 
acquisition proceedings could continue, . but for 
reasons which are not very clear this course of 
action was not pursued further. In the meatime in 
June 1963, Shri Brindaban Nayak appears to have offered 
to the State Electricity Board two alternative sites of land 
consisting of 2 acres in one case and 13.02 acres in the 
other, at Rs. 20,000/-per acre and Rs. 15,000 per acre 
respectively. The Superintending Engineer, preferred the 
land near the slum clearance colony offered by Shri 
Brindal!>an Nayak at Rs. 20,000 per acre and also indicat­
ed that although Shri Nayak himself possessed only 5 acres 
of land, persons owning adjoining plots of land were also 
willing to sell the same, but this site was not purchased 

· imd instead the second alternative site, which Shri Nayak 
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had offered at Rs~ 1s;ooo per acre, and in which he him­
self-owned 13;02 acres, and his brother-in-law owned. 
2 acres, was purchased by the Department. 

It.has been stated in the allegation that Shri Brinda• 
ban Nayak had sold this land to the Electricity Dept; a t 
higher than the prevalent market rates. The only material 
on record in this connection is the letter of Addl. District 
Magistrate, Ganjam, according to which the revenue 
authorities had valued the land at Rs. 18,875 per acre. 
Considering that the land · in question belonged to Shri 
Brindaban Nayak, the possibility of the revenue authori­
ties having over valued the land in question, can not be 
excluded, but in order to arrive at the facts, it will be 
necessary to make oral ·enquiries and to scrutinise the 
relevant record of the tevenue authorities concerned. 

It has also been stated that Shri Brindaban Nayak is 
trying to dispose of some land near Railway Station 
Behrampur to the Raleway authorities at a very high price. 
Relevant official record is not yet available ·and this 
matter, can, therefore, only be .PUrsued when the ·official 
record is received. 

Allegation No. 13 
P.E.N. 4 (Sh. Sadashiva Tripathy) . 

Entries in the books of accounts ofMohd. Serajuddin 
and his Companies, showed certain payments to 
Shri Sadashiva Tripathy, Minister Orissa Govern­
·ment. · 

Shri Sadashiva Tripathy first became a Minister of 
Orissa Government in August, 1948 and was allotted the 
portfolio of Revenue which he has held during every. 
period of Ministers hip in Orissa. He had joined 1952 
Ministry also on 26-2-52 and until about 1955, matters. 
pertaining to mine and mining leases were . being dealt . 
with, in Orissa, by the Board of Revenue under the charge.' 
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of the Rev~ue Minister. Shri Sadashiva Tripathy resigned 
from Ministership'on 22nd September., 1956.- From 22-9-S<i 
to 22-6-61 he held no office: He 'however remained a 
member of the 'Legislature till September 1959 · 'when -he 
resigned his membership. He joined $hri P~tnaik's Minis­
try again on 23.-6-61 and was allocate!! the p~r~folip of 
Revenue, Excise an!~, Forestrv Branch of Developmen,t 
Department. 

· In the file seized from the -premises of Serajuddin in 
the course of searches made by the Customs Officiafs, "~~ 
following'entries were found:· · · · · 

. ,. ,.. . ·-·'· 

(1) 15-5-~~ J.ts. 68/8/(, 

(2) 1.7.59 
... 4.7.5!J 

(3) 2.7.59 
(4) 3.7.59 
(5) 19.2.63 

Rs. 70/62 
• j • :- J. 

Rs. 500/­
Rs'. 12,009]­

Rs. 2il/· 

;Expenditure on gram<!~ 
phone records etc. p~r~ 
chased for the son of 
-~h- s~~-- :fripathy.. . . . .. 

Expenditure on r;iilWaJ' 
tickets.· 
In. cash 
:rD ~~sli. · 
for spectacles~ 

-: . . 
Regarding the first entry relating to the gramaphone 

records etc. the relevant cash memos bear on their reverse 
the words ·Revenu~ Minister's son' in the handwriting ·of. 
late Shri Bunchan Nidhi Misra whi~h has been identified 
by former employee of Serajuddin & Co. The relevant 
file also contains a statement of 11ccount rendered by Shri 
B.N. Misra for adjustmen.t of his advance 1\CC{)~t for the 
year 1954-55 and at Serial No. 6 the accoullt reads 
'expenditure incurred in purchase of articles for the. son 
of Revenue Minister, Orissa'; · 

In another file, item No.. 720, is a voucher dated 
1-7-59, in the hand of Shri D. N:Misrll. Tlie voucher 
for Rs. 62/50 relates to ·expenses of purchasing train 
tickets from Howrah to Bhubaneswar for the date 3"7-59 
for Shri Sa dash iva Tripatby and taxi expenses etc. Anotbe r 
voucher fo• Rs. 8.12 relates to teservatio!l charges and 
the expenses in conntction whitll the ~hllnge of. tirst cl~s 
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¢rain tickets from Madras Mail to Puri Express for 3-7-59. 
'!'he ·releva~t vouchers' are eountersigned by Shri M. K. 
<Rehman nephew of Mhd. Serajuddin.· · 

Items No. 720 is a voucher dated 2-7-59 in the hand~ 
\Writing of M- K. Rehman which reads as follows :--

',Rece!ved Rs. 500/- for payment to Sadashiva 
Tiipathy as per verbal orders of uncle. The am0unt 
has already been paid by me. · · 

. Sdf- M· K. Rehman 
.· ' 2'-7~59". ' .. 

The next item is another voucher showing a cash 
rof Rs. 12,Q()Oj- written· in Kaithi and signed by M. K. 
>Rehman. Tl!is reads:- · · · · · · · 

"Janab Ayub Saheb se Rs. 12,000/- (Bara Hazar 
rupaya) Sadashiva Tripathy ko el_( fiat gadi kharidne 
ke liye diya jaraha hai: Chacha sahib se baat karne­
ke paad yeh rupaya dene ka faisl!! kiya gaya. · · 

· Sd/-Mh. · Dhalilur Rehman 
. .. 3-7-59". 

The last item is an entry, again written in Kaithi 
-script, in the handwriting of Mohd. Serajuddin, and 
.reads:-' 

"Chand Khan Chashme-wala . 
. Rs. 160 Chasbma ek frame sahit. 
Rs. 51 Chashma ek purana ka glass badli (repairs) 

Shri Sa<jashiva Tripathy and Land Revenue. 
Minister. · · · · 

R~. 2q Dt. 19-2-63". 
Shri Annaswamy, formerly P.A. of Mohd: Serajuddin, 

'had made certain ·confidential dis~sures which showed 
'that account of payments made by Mohd. Serajudqip· and 
'his Campanies to various persons, used to be maintained 
:by Mohd. Serajuddin, M. K. Rehman and Mohd. Shoeb, 
in. separate note-books kept in 'their personal.custody. · 

"The amount 1:equired for ·this purpose used to be ta"en 
.Out either from cash in hand with_ Serajuddin and Rehman 
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or from a box containing cash which was generally termed " 
as "Uchant Kharach". The funds of "Uchant Kharach"• 
were the amount of "Black Money" earned in the" course-' 
of business. No payment, however, could Qe made unless­
personally authorised by Mobd. Serajuddin or his nephew­
Rebman. Not even Mohd. Shoeb, son-in-law of Mohd." 
Serajuddin, could authorise such payment without: 
approval of the above two persons. Shri Annaswamy · 
had also disclosed that Berajuddin used sometimes to· 
boast before hiin that he bad merely to press the button, . 
open his purse, to make the entire Indian Administration 
move according to his wishes, and used to talk fre~ly of­
the huge bribes paid to some Ministers of Orissa, tinclud-­
ing Shri Neelamony Routroy and Shri Sadashiva. 
Tripathy. 

There is evidence to show that the payment made to­
Shri Sadashiva Tripathy~ as revealed by the entries above,. 
were from Mohd, Serajuddin's "Uchant A/c" and such 
payments are neither reimbursable nor do the accounts of· 
Serajuddin show that these payments had at any time' 

·been reimbursed. 

Mohd. Serajuddin & his companies are mine owners; 
and exporters of ores. They own extensive mines · in· 
Orissa. Files of the Mining and Geology Department of· 
Orissa Government relating to Serajuddin ·and his­
company show that Shri Sadashiva Tripatby, as Revenue 
Minister, had official dealings with Serajuddin and his­
companies and further that be had also shown favours to· 
Serajuddin and his companies ffom time to time. 

Serajuddin & Co had some mining leases in Keonjhar· 
State. On the merger of this State with Orissa, Orissa" 
State Government stopped the working of these mines on· 
23-5-48 and annulled the, lease of this Co. The lesseet 
filed a civil suit and the case was ultimately comproniisd. · 
Under the compomise Serajuddin & Co. was allowed to' 
keep 100 acres of the lease area and 100 acres: 
were surrendered by them. The State Goverement at· 
that stage intended to work the surrendered area ox 
chromite themselves. Even before the compromise,. 
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bowever, Serajuddin & Co. had applied on 16-12-49 for 
a fresh lease of 200 acres and for prospecting licence for 
chromite. This application along with the applications­
of others were kept pending as departmental working: 
was being contemplated. In fact the area surrendered by· 
Serajuddin & Co. was shown in the register of Mining· 
Leases as reserved for Industrial purpose. Serajuddin & 
Co. filed another application, on 10/12th October, 1953, 
for mining lease for chromite ore over an area of 567.65~ 
acres in Keonjhar District, which included the 100 acres 
previously surrendered by them .. -This application, could: 
not, therefore, take priority over several applications­
already kept pending by the Government. Shri 
Sivaraman, Member, Board of Revenue, in his note had, 
observed that the surrendered area had not been register­
ed for reissue and on this ground all applications may· 
be rejected. This note was see-n by Shri Sadishiva. 
Tripathy on 31-1-54 and he approved of the same. For 
some unaccountable reasons, however, formal procdedings. 
rejecting . these applications were .not drawn up. · On.• 
24-8-54, Shri Sivaraman,. in a note to the Revenue 
Minister observed that during discussion with the Minister· 
it had been felt that the special claim of Serajuddin &. 
Co to the 100 acres they had surrendered may, be taken 
up and the r.est of the· area may be reserved for the time:· 
being. As question of priority was likely to arise, 
special sanction of the Government of India may be 
taken. With Shri Sadashiva-Tripathy's approval a refer­
ence was then made to the Ministry of Natural Resources 
and the Scientific Research, Government of India on: 
17-9-54. 

It will be seen that' the State Government contem­
plated working the chromite area themselves> In the­
intervening period no fresh ore bearing areas had been. 
discovered or developed, ·to justify any change in the­
stand of the Government. The applications, which were' 
pending, were proposed to be rejected on the ground: that: 
the area $as reserved for industrial purpcses and for 
special working by the State, but an exception wa!;­
decided ·upon in the case of Serajuddin & Co. and the· 
St.ate Government were at pains to point out to the' 
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•Government of India that no further cbromite area will 
:;be· released" for the time being· to anyone else: .. ThiS · 
-shows that special favour wa~ ~eing ·shown to Seraj]!ddin 
-& Co. and for that puJ1)0se the Stat!'· <J.overnment had 
-eve!! changed ·their plljns to, ·work t~e concerned ar~ 
~heD!s~lves. 

The interest that Shri Sadashiva Tripathy was taking 
"in the above matter will also be noticed from the follow­
iing note pf Shri Sivaraman reoorded o!l14-2-55:-

"You wanted to see ·this· file; The lOQ acres, 
surrendered by Sarjuddin & Co. have been shown·in 
the register of mining leases in the Qistrict · Office 
as reserved for industrial purpose until _ furtber 
orders. The application of M/s. Serajuddin & Co. 
has been filed· o!Jly on 12-10-53. ·The application 
of Shri S. C. Padhi dated 29-6-53 for prospecting 
licence, impinges on this area substantiil!Jy; This 
is why I consider it desirable to ·take Government 
of India's orders straight to save · all bother in 
future on the basis of co!Jfiict, claims. on reviews 
and petitions. Shri S. C. Pahdi is the son-in-law 
of Shri Shanker Prasad Misra of Sambalp~;~r.'" _ 

On receipt of Govermnent of India's approval, Shri 
:Sivaraman sent the file ·to the Revenue Minister and 
-suggested that for the giant · of toe · acres· only· to 
· Serajuddin & Co. we ·may ·explain that in view of the 
the previous holding of the area ·by-this Company and 

·their special pleas for· consideration, Government had 
·been pleased to relax the reservation for these lOOacres 
only. Shri Sadashiva Tripathy, in his note dated 28-2-sS· 

·to the Chief Minister, approved 9f the suggestion of Shri 
· Sivaraman and also ordered that p~rmission t() work out 
·the mines may also be granted as in the·case of manganese-
leases until the lease was finally executed; ·· · · · 

In another case of grant of mining lease for managa­
nese and iron ores over an area of 830 acres, Serajuddin 

-& Co. sent an applieatiori by registered post directly to' 
·Shri Sadashiva Trjpathy, Revenue Minister/ on 4-11-53" 
The area applied for had previously been surrenderea ·bl' 
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this company under a compromise, and was reserved for 
industrial purpose by the State Government. There were 
-other applications having a prior claim, ·also and, since 
c~he area was not availabl~< for beiug leased out, prqceed­
ing~ rejecting the applications w_ere drawn up 011 29-5-54. 
:Shri Sadashiva Tripathy, Revenue Minister, appears to 
have again taken interest in this matter. In this case 
~in the State Government, somehow seems to have _ 
-discovered that the area was not suitable for exploitation 
.and recommended the application of Serajuddin to the 
-Government of India, fol'-manganese' ore only. Serajuddin 
.& Co.· ·than ·filed a representation that the concession 
.allowed should include iron ore also, and filed a "fresh . 
. application. On verifiGation it was discovered that 500 
.acres QUt of 830 acres applied f.or, came within the area 
· reserved for exploitation in the P!lblic sector, according 
·to the report of the Exports Committee of the Govern­
rment of India. On the ground that manganese and iron 
ore were ipter-beded the State Govern111ent recoll)mended 
mining lease to Serujuddin & Co. for iron ore also and 
Tthis incfuded 500 acres which were intended · to be 
'i'forked in the public sector: · · .. 

Apart from the above two cases, in ·which speqe 
:favour and consideration was shown to Serajuddin & Co. 
by Shri Sadashiva Tripathy, when he was Revenue 
Minister, and therefore, officially dealing with mining 
leases, there are also soine others cases which also indicate 
·Shri Sadashiva Trinathv's nersonal interest in· Serainddin 
.&Co. 

The material on reoord makes out a prima facie case 
in respe_ct of this allegation. There are no circumstances 
-whatsoever to doubt the correctness of the entries in the 
.accounts of Serajuddin & Co. · There is no indication in 
1hese accounts· that the amount paid to, or the expenses 
incurred on Shri Sadashiva Tripathy or his [son, were 
-reimbursed. It is also clear that Shri Sadashiva Tripathy, 
;as Revenue Minister, Orissa Government had shown 
speci!ll. favours to . Serajuddin & Co •. in" the matte:r of 
~ining lease, which ca:me :under hi~ charge. · 
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Allegation No. 14 
Entries in the books of accounts of Mohd. Serajud 
din and his Companies, show certain payments i 
cash and kind to Shri Neelmony Rout roy 
Minister, Orissa Government. 

Shri Neelmony Routroy first joined as DeputJ 
Minister on 20-2-1952. On 6-4-57 he became a MinisteJ 
and was allocated the Departments of Supply, Transpor1 
and Labour. He relinquished office on 22-5-59 but 
rejoined as a Minister on 14-7-59 when was allocated the 
Departments of Supply and Commerce. He remained 
as a Minister until 25-2-61 ·when President's rule .was 
promulgated in the State of Orissa. In the Ministry 
headed by Shri B. Patnaik, Shri Neelmony Routroy joined 
as a Minister and was allocated the Departments of 
Home, Commerce, Labour and Supply. On Shri Biren, 
Mitra taking over as Chief Minister en 2nd October, 
1963, Shri Neelmony Routroy was allocated the port~ 
fiolios of Political and Services, Home, Supply and 
Labour. 

In the files seized by the Customs Officials, in 1959'. 
from the premises of Serajuddin, in the course of 
searches, the following entries found mention : 

(i) 1-10-50 Rs. 3115/- in cash 
(ii) 18-3-54 Rs. 3000/- in cash 
(iii) 22-12-54 Rs. 432/12 Expenditure incurred for 

purchase of tickets, 
hotels charges etc. 

(iv) 23-6-59 Rs·. 6000/- in cash . 
(v) 11-7-59 Rs. 247/78 Gold Necklace. 

Regarding cash payment of Rs. 3115/- the following 
entry in Kaithi scripJ written by Mohd.Serajuddin, appears 
in file Item No. 13. The entry reads : 

"Tarikh 1/2-10-50 Roz itwar Puri express to Cuttack 
Subha · Paanch baje pahunch kar halt-kamm 



109 

material labour logon ka vo lease chromite manga­
nese ke Iiye koshish-mulakat Labour Minister, Shri 
Pabitra Mohan Pradhan Yo Shri Neelmony Routroy 
vo Shri Biren Mitra ............ ·•· 

Rs ... 3115/- Neelmoney Routroy, Labour Union 
Congress Central Government ka Commissioner ka 
office magement voh bhalai labour ke Iiye Rs. 3000/­
vo khudrakamm ke Iiye Rs. 100/- petrol ke Iiye 
Rs. 15/-. 

Tarikh 1-10,50 Cuttack main hum logon ka daira main 
khud Routry Sahib Iiye raat 9-30 baje 
Hari Har Mahapatra Clerk Hari Babu ko 
jo hamare saath the." 

The above entry shows that Mohd. Serajuddin had 
gone to Cuttack on 1-10-50 for attending to some labour 
matters, · and in connection with matters relating to 
chromite and maganese mining leases. It further appears 
that Shri Neelmony Routory had· personally gone to 

. the camp of Sera judd in at 9-30 p.m. on the same day 
and the payment was made in the presense of Hari 
· Har Mahapatra. 

The second payment of Rs. 3,000/- in 1954 is also in 
handwriting of Serajuddin and was found in another book 
~Jf account Item No. 11. This Entry reads as under: 

"Rs. 3000/- 18-3-54 Neelmony Routroy", 
Accounts in Item No. 11 are written date-wise and at 

the end of each page totals have been struck. These 
totals have been carried over to the nexe page. The 
entries in this book of account relate to normal business 
transactions involving payments to Central and State 
Government officers and YIPs. 

On careful scrutiny of the accounts of Serajuddin it 
. was found that he was maintaining the same systemati­
cally and that accounts in Item No. II were inter-linked 
with accounts in other booh viz. Item Nos. 13, 14, 15 
and 16. Serajuddin was also drawing a balance sheet at 
the end of the accounting period. The authenticity of 
these accounts appears to be verified by a check, with some 
credits shown in Serajuddin's accounts in the Eastern 
Bank Ltd., Calcutta. 
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There is evidence to show that the payments made t< 
Shri Neelmony Routroy as revealed by the entry iten 
No. II, mentioned .above and. some other books ol 
accounts were from Mohii. Serajuddin's Uchant accoun1 
and such payments were neither reimbursable nor do th~ 
accounts of Serajuddin show that these payments had a1 
any time been reimbursed. 

Regarding the 3rd entry .relating to the expenditure 
incurred for purchase of . tickets, hotel charges etc. in 
December 1954, a statement of ajc in the handwriting of 
late Banchnidi Misra, a former employee of Serajuddin 
was found at page 51 of another file Item No. 637 
recovered on the search of Serajuddin's premises in 1959. 
Banchnidi Misra had given the following heading to this 
Statement of account : 

"Accounts of expenditure incurred for .entertaining: 
Dy. Minister Home, Orissa". -

The Statement of account is duly supported by another 
account submitted by one Shri B. K. Roy of Serajuddin,. 
& Co. and the same in its tum is accompained by th~ 
original cash memos/bills/vouchers .. One of these cash 
memos relates to a bill of Hotel Minerva for Rs· 67/4 
which shows that Shri Neelmony Routroy stayed in 
Calcutta from 22-12-54 to 23-12-54. The designation oi. 
Shri Neelmony Routroy in this bill is shown as Deputy 
Minister of Home Orissa.· The statement of account 
by Shri S. K. Roy and the supporting bills show that 
Serajuddin not only ·bore expenses of the Minister on. 
this occasion but he also incurred the expenses over th~ 
entire party of officials accompanying hjm. 

Along with the above· bills and easb memos was also­
found in the file a state telegram sent by the Personal 
Assistant to the Deputy Minister. From this and other 
circumstances, it is clear that Serajuddin's representatives. 
were close to· the Minister's party and the latter did not 
care even leaving official papers with the former. 

In file Item No. 637 a statement of account bearing a 
head "Serajuddin & Companf's account rendered by­
Bancbnidi Misra for adjustment of his advance for the 
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1ear 1954-55". WaS also found Which is a COi!soJidateJ 
statement of account for a total lil!louilt of Rs.15,115/15f3 
In this statement pf account the_ relevant item appears a 
page 3 and. the entry reads as under: 

"28-12-54 : paid . for hotel charges, taxi hire, ai 
ticket and niil way tickets fol Deputy Ministe 
Home", 

It is significant that this statement of account coven 
a period . right up . to 20-3-55 which would show that the 
amount in question was not _reimbursed to Serajuddii 
till that date-20-3-55 at least. In fact there is no vouchet 
in the file concerned showing the re-imbursement of the 
amount. 

Regarding• payment of Rs. 6000/- relevant voucher iil 
another item file No. 721 reads as under : 

"Sbri Neelmony Routroy lie liain 6000 (Chheh hazar) 
Uchant Khata main lika hai unki bhatiji ka shadi 
hai. 

Sd/- Serajuddin .. 
Dt. 23-6-59". 

The voucher "is in the handwriting of Serajuddin. 
File Item No. 721 is described as "Ucbant Cash Book 
ka rasid file 1/6/59 se 30/6/59 tuck". 

It is clear that this amount of .Rs. 6000/-having been 
paid to Shri Neelmony Roi:ttroy from Uchant account was. 
neither reimbursable nor do the accounts of Serajuddin• 

-show any reimbursement of the same. 
The last item relate to the presentation of a gold! 

necklace to Neelmony Routry. .In yet another file Item 
No. 720, an invitation card from Shri Neelmony Routroy 
to "Mir Ms. Serajuddin" on the occasion. of his niece's­
marriage (marriage of Runtala Kumari, daughter of Hare 
Krushna Routry with Nirankar s/o Late Dr. Gourahari 
Patro of Cuttack on 12-7-59 was-found. On this invita­
tion card, a note had been written by Mohd. Serajuddin 
in his own handwriting in l(aithi that a gold chain from 
M/s. M. B. Srikar for Rs. 200 to 250 may be sent through 
Misra's son with a D.O. letter that he was ill and may be 
excused. 
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In the above file a cash Memo No. B·2576 dafed 
11-7-59 of M. B. Srikar & Sons, Jewellers, Calcutta, is 
.available. This cash memo· is for Rs. 247/78 nP for a 
;gold necklace including making charges of Rs. 40/-. At 
the back of the cash memo it is noted in Devanagri script 
that one gold necklace was taken to Cuttack for handing 
over to Shri Nilamony Routroy. This is under the. 
signature of one Sashi Bhusan Misra and the sa!lle is 
-dated 11-7-59. 

It has already been stated that Shri Neelmony Routroy 
.had been functioning continuously as· a Minister of the 
·Orissa Govt. since 20-5-52 when he first joined as 
Deputy Minister in 1952 .except for two small gaps in 
1959 and 1961. The cash payment of Rs. 6000/- as well 

oas the presentation of gold necklace took· place in June 
and July 1959 when he was not holding ar.y office but 
the cash payment of 1954 as well as the expenditure 
jncurred on his visit to Calcutta took place when he 
was a Minister in pc>wer. In any case except for the two 
small gaps he continued to function ei-ther as a Deputy 
Minister or as a Minister. Serajuddin who is a shrewd 
businessman may well have incurred the various expenses 
merely for gaining his goodwill. It is ·also a fact that 
.quite a number of Serajuddin's important mining matters 
were pending with the State Govt. all along for disposal. 
Various applications of Serajuddin and his companies for 
mineral concession before being dealt with in the department 
of Mining, were being routed the much and dealt with in the 
first instance by the Collector gf the area in which this 
mineral concessions were sought to be obtained. Again 
for dealing with the labour problems arising in his mines 
from time to time Serajuddin had heavily to depend 
upon the help of the District Collectors and the Police. 
Shri Neelmony Routroy was holding important portfolios 
of the Govt. like Home, Labour, Supply, Transport, 
etc. from time to time. · 

The material on record appears to make out a prima 
facie case in respect of this allegation. There is no 
reason to doubt the correctness of the entries found in 
the accounts of Serajuddin & Co. There are also no 
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circun1stances to indicate that the amounts shown to ha~ 
been paid to Shri Neelmony Routroy, or . tb.e expense 
which appear to have been incurred on him, wer 
reimbursed. In fact, as ·will be clear from the abov 
discussion, the expenditure--incurred by Mohd. Serajuddi1 
from his Uchant a/c was not reimbursable. The total 
on one page were being carried over to the other page s• 
that the authenticity of the accounts appears to h 

. clearly established. It is true that Shri Neelmon~ 
Routroy as a Minister did not directly have __ to deal wit! 
the question of mining leases in which Serajuddin & Co 
were inter ~->ted. Matters of mining leases were. howeve1 
p~nding with the St Lte G.>vt. and it would not be an 
unreasonable inference to .say that Mohd. Serajuddin, 
as a shrewd businessman, was incurring expenses on 
Shri Neelmony Routroy, who had with brief spells re· 
mained continuously --·in Orissa Govt. as a Deputy 
Minister ·or a Minister in order to earn his goodwiJl and 
assistance. 

Allegation No. 15 
Scrutinv of the official records made available bv 

the State Govt. has revealed that in connection· witi1 
the loan of Rs. 97 Jakhs taken by Kalinga Tubes 
Ltd. from the Industrial Finance Corporation of 
India, th~ State Govt. by taking over the liability 
in respect of the stamp duty, saved Kalinga Tubes· 
Ltd. Rs. 97,000, which would have otherwise accrued 
to the State Revenue .. 

Kalinga Tubes Ltd., floated in 1950 with a paid up 
capital of Rs. 25.25 lakhs by Shri B. Patnaik and a· few 
of his friends, with Shri _Patnaik and his family having 
50% of the shares, had secured a debenture loan of 
Rs. 16 lakhs from- Indian Mutual Life. Association, 

· Madras, on the guarantee of the State Govt. for the 
purchase of machinery in !952. Snbsequently a further 

. debenture loan of Rs. 20 lakhs was also obtained by this 
Company again on the guarantee of the State Govt. from 
the same Insurance Co., for the purchase gf machinery 
in 1954. At the time·of the second debenture loan of 



114 

Rs. 20 lakhs the Director of Industries Orissa after exami­
ning the position of fixed assets of the company, had 
observed that the ccmpany had· failed to produce any 
competitive quotations. from foreign firms and' no satis· 
factory reasons had been advanced as to why quotations 
had not been obtained l ven fc·r the machinery readily 
available in the open market. He had felt that there were 
no means of judging the actmil value of the items except 
taking them at their book value; he had remarked that 
apart from the commission that had been amassed by the 
Management in purchasing the machinery worth Jakbs 
they had extravagently spent public funds in unnecessary 
top heavy expeuditure. 

In 1956 Kalii:tga Tubes applied for a loan of Rs. 97 
Jakhs from the Industrial Finance Corporation of India 
for the purchase of machinery for the establishment of a 
tube mill for the rranufacture of 6" G.I. pipes. It 
appears from the relevant files of the Govt. of India that 
applications of Kalinga Tubes Ltd. and Kalinga Industries 
Ltd. for loans from tlie Industrial Finance Corporation 
of India, pending consideration, exceeded Rs. I crore and 
it was not considered desirable for loans of this size to 
be advanced to one group of concerns, Kaliriga Industries 
Ltd. thereafter withdrew their application for a loan of 
Rs. 25 lakhs and secured accommodation from the Indian 
Overseas Bank Ltd., Madras; 

The Industrial Finance Corporation agreed to advance 
a loan of Rs. 97 lakhs to Kalinga Tubes Ltd., provided 
the State Govt. guaranteed this 'Joan, and three of the 
Directors, including Shri Patmiik and Mrs. Gyan Patnaik, 
also stood personal guarantee. The_ State Govt. of Orissa 
agreed to furnish the required I!Uarantce in respect of 
this loan and the loan was sanctioned. It appears that 
even before the necessary tripartite mortgage deed could 
be executed Kalinga Tubes Ltd. managed to secure from 
the Industrial Finance Corporation, on the -guarantee of 
the State Govt., interim loans of the value of Rs. 96' 
lakhs. 

The Industrial Finance Corporation of India sent the 
draft tripartite agreeement, which contained. no provision 



115 

regarding the liabilitity for the payment of stamp duty, 
presumably, as this Jiablity is· ordinarily borne by the 
mortgager. In the State Industries Department, the 
Under Secretary, however, addtd a clause to the draft 
agreement which provided that "the stamp duty on any 

. mortgage deed or deeds that may be executed by the 
Company in favour of the Corporation for Rs. 97 lakhs 
or any part thereof shall be borne and paid by the 
Government". The Law Department pointed out on 
10-3~61 that the State Govt. w.:re interested only as a 
guarantor, 'in a transactionobetween the Industrial Finance 
Corporation on the one part and the Company on the 
other. The transaction being mainly -for the benefit of 
the parties and the Department to consider whether the 
Govt. will take over the reponsibility for the stamp duty 
simply for providing exemption· from payment thereof. 
hi the Industrie.s Dept. it was stated in a note that in the 
case of the K.alinga Industries Ltd, the State Govt. had 
borne the charges and, therdore, in this case also· the 
State Govt. may bear the the stamp duty. Shri Biswal, 
Under Secretary Industries Dept. also observed that 
Govt's. orders will be taken as to wheth-~r exemption 
should be allowed or not and in case Govt .. decided that 
the stamp duty should be charged, the relevant clause in 
the draft agreement will be deleted. The Legal Remem­
brancer, however, in his note dated 15-12-61, by which 
time Shri Patnaik had assumed charge as Chief Minister 
Orissa with Industries Dept. as one of his portfolios, 
again pointed out that it was not clear as to what decision 

· the Govt. )lad taken on the question of payment of 
stamp duty. Shri Biswal, Under Secretary, Industries 
Department, then remarked in his· note dated 16th 
December, 1961, that in the case of grant of loan by the 
State Govt. to M/s. Straw Products Ltd. Government 
orders had been obtained that 'stamp duty would not be 
charged in the case of Government aid. It appears that 
Shri B. Patnaik had, only a few days earlier, on 4-J2c6t 
recorded a minute on another file, in which it was laid 
down that stamp duty on Govt. aid need not be cha,rged 
in any case where Govt. aid was given either directly or 
through the State Finance Corporation. Even this decision 
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did not strictly apply to the. loan of Rs. 97 lakhs of 
Kalinga Tubes Ltd. as .the financial aid in this case was 
being provided not by the State or by the State Finance 
Corporation, but by the Industrial Finance Corporation 
of India . · 

The Industrial Finance Corporation informed Kalinga 
Tubes Ltd. on 5th Feb; 1963, that since Orissa Govt. 
had taken upon themselves the liability of. stamp duty and 
registration f~e, the Industrial Finance Corporation consi­
dered it necessary to get the document adjudicated by an 
appropriate authority U/s 31 of the Indian Stamp. Act to 
ascertain if the deed will be exempted from payment of. 
stamp duty. Accordingly a petition for adjudication ·was 
movee on behalf of the Kalinga ·Tubes Ltd. before the 
Collector Cuttack, who was of the view that there could 
be no exemption from stamp duty in this case. He however 
referred the· matter to the·Board of Revenue which decided 
that exemption ufs 4 of the Stomp Act could arise only 
in case where the Govt, being a party to the deed, 
became statutorily liable for the stamp· duty. In the 
preseQt case there .could be no ·such exemption as the 
State Govt. had on their own -taken upon themselves 
liability in respect of the stamp _duty. 

To overcome the difficulty on account of the .above 
decision of the Board of Revenue, the State Govt; in the 
Finance Department, which was under the charge of Shri 
B. Patnaik, Chief Minister, issued a notification on 3l&t 
August, 1963 under section 9 of the Stamp Act· exempt­
ing the State Govt. from the payment of stamp duty, 
amounting to Rs. -97,000/-. · · 

It will be seen, therefore, that the State Govt took 
u·pon themselves the liability in respect of stamp duty 
although they were only in the position of a guaranto; 
and thereby saved Kalinga Tubes Ltd. in which Shri B. 
Patnalk's family had substantial financial interest, from the 
payment of stamp duty of the tune of Rs. 97,000/- which 
would otherwise have accrued to.the State revenues. 

-:o:-
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_ ·t .forward h~re~ith a. rep~r.t 'giving the results of the 
pl"elimln•ry enqufry made byo ·the C B. I. 'intO cer.ialn 
alleg>tlon$ against 'some· Ministers of Orlna. State: From 
the-Memorial, Memoranpa, Petltion_s and .complaints recei· 

. ve~ by.-J;he c, 8 J.,:58 all~gatlons e'tl'le.rged .. _ Oqt of these,-_ 
20 'were.'not considered suita_ble for enquiry bY. the C. 'g; 1., 
either, b<ea~se. ther were 'o~ trl'vial nature o_r'becalise they -
lnvo1ved··political. matters •. _In• 23 ·allegatlons . .-enquiry is 
held- Up for·-want ·of records .or becaus~-. they _ "equire open 
enquiries or for other r,easons. This leaves I 5.- allegations 
·Into which Preliminary Enqufry has been· cohducted • .- In· 3 
of these, ;h_e enqul~y could n:nt be completed for want' _or 
some of the relevant ·records and It Is not possible, on the · 
material' available,·· to come· 'to _any definite · conclusion 
about_ them though there are ·some s_uspiclous featur~s. J'he 
15 allegations intQ which: enquiries have been inade can be 
grouped 'into, 4 rnatri ·categorieS and these .are ··discussed 1~ 
the folicwilng ' _paragraph_s :' ' · ·- · · · 

.. . .. _ .. _, ·•: ' - . ----' -., 
:. : · 2.The_ first ·and. the- most Important category consists 
-of 8 allegations :Involving lrregularltles,: .. improprleties or 
abuse of power.or authorit-y whlcb·resultecj ln undue. and 
improper: financial cben~fits to: the. ·firms or.· concerns . In . 
which Shrl BIJoo .. Patnalk·or Shrl Siren Mitraoor their wives· 
or dose relations are Interested.·-· · ·· 

.< .. ' 

The alli!gations are :-:_ . 
. . ... -., '. --~ 

(1) lss~e o.f Finance Department Men1orandum In 
.- ·November.l961. to ,benefit.-·. concerns Ill which 
. Ministers and their-relations had. personal Interest. · 

·}. . ' . . . '' ,', ' •.. -· . '. . ' . '" ' ' . -• ' . 
(11) . Purchase made by the State __ Government .. from -

.. _.·, -... Orissa Agents'', sald.to b!! ·.a ben~ml c91'1cern of 
Shrl_l}iren Mitra at exo~biiant rat~s- f,or his benefit: 

(Ill) Favourtism' In· the appointment of ShrJ· Srinivasan 
· . · as· Chief _Engineer-Cum • Administrator •Paradeep 
• · Port._ _ _ , .· , , _ _- '_: ·. · 

1 1 : ·_ • · · ,. 

(lv)._ Purchase of Tubular .structures by the State. Govern- . 
-_ ': ,, ment. frQrn l<al!ng;~ l!ldu~rl~s Ltd.; ~~~~ou~ tenderj. · 
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(v) Purchase of Tubular Structures of the value c 
over Rs. 16 lakhs by Commerce Deoartment o 
the State Government. 

(vi) 

· (vii) 

. . 
AdV\nC! of Rs. 111ak~s t:> Kallnga Industries. Ltd 
for Tubular Trusses for Tlnkerpara Project. 

Sale of low shaft furnace of Kallnga Industries tc 
Industrial Development Corporation of Orissa • 

. (viii) . Improper taking over of liability In respect .ol 
Stamp Duty by "Orissa Government" In connec· 
tlon with Kalinfl'a Tubes Ltd.'s loan from Industrial 
finance Corporation. · 

3. In respect of these alLegations. enquiries show that : 
(.1) Shrl Bljoo Patnalk has finat~clal Interests In the concerm 
.Kallnga Tubes Ltd.; Kallnga Industries Ltd • B. Parnalk Mlnel 
Ltd., and Kallnga Otto. Ltd. with which this enquiry Is con· 
cemed. He had personally started or set up these concerns; 
he was their organlser and, prior to- becoming the Chlet 
Minister of Orissa State, he controlled and managed--~ 
number of these concerns personally either as their Chal~· 

·man or Managing Director. After assuming charce as Chiel 
Minister, OriS<a, he ceased to hold any. position In these 
c:oncerns which were directly connected with their manage. 
ment but he still continues to have large financial Interest! 
rn them: his wife Is the Chairman of B. Patnalk Mines (P] 
ltd., and also the Chairman of Kalinga Otto. Ltd. 

(II) From the records which could be scrutinised II 
would appear that Orissa ,6 gents Is the sofe.proprletOIJ 
c:oncern of Smt. Easwaramma Mil ra, wife of Shrl Blren Mitra, 
Chief Minister, Orissa. She claims to have started this 
concern with her own money and by taking loans from 
friends. Without an open enquiry It Is difficult to sat how 
(ar this describes the real position and whether any funds 
have been Invested In this concern by Shrl Biren Mitra' also, 
It Is quite obvious. ho..,ever, that Shrl Blren Mitra had a 
direct Interest In this concern as It belonged· to his wife. 
He· was alSo taking Interest In Its management and business 
ICCivltfes. This Is clear from certal,. letters exchanged 
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·between Messrs. Bengal Potteries of Calcutta and Orlna 
Agents and between Allied Distributors of . Calcutta anti 
Orissa Agents, Scrutiny of records of Orissa Agents anll 
open enquires are likely to reveal further evidence of 
Shrl Mitra's personal Interest In the affairs ofthls concern . 

. (Ill) The circular of 17th November 1961 which llmlte.f 
purchases to local manufacturers and I oca' agents and. dea· 
lers: was Issued _If! a hurry without adequate conslde,ratiQil 

· & comultat on. Though this circular could be said to appl) 
to all local concerns and local dealers. but In actual. fa'ct,· on 
account of the categories of large orders placed by the 
various departments of Orissa Government during the 
particular perl.od Involved, the benefit of this circular weliJ 
very largely, if.not solely. tp, Orissa Agents, Kalln~.Tub.es 
and Kallnga Industries. 

. (lv) The main Items purchased during this period conslsteG 
of G. I. Pipes, .Tubular Structures and paints. Kallnga Tubes 
.were the only manufacturers of G, I. Pipes In Orissa ani! 
Kallnga Industries' were the .only.manufacturers of Tubular 
Structur~s In Orissa. Messrs .. Orissa Agents were appo!· 
nted·local 'Agents'.of Kallnga Tubes and Kalinga lndustrle$. 
Similarly, Messrs. Orissa .. Agents were also appointed 
Agents for the paints of Messrs. Johnsons and Nicholsolll! 
of Calcutta for Orissa. The circular applied not only to 
Jocal· manufacturers but also to .their local representatives 
as well as to local agents of outside firms. All these . factons 
~omblned to ensure that tne circular of , 17th November 
,1961-would result .In financial advantage and benefit to 
Messrs. Orissa Agents,. Messrs, Kallnga Tubes and MessF,a 
Kalinga Industries which they- would ·not have otherwlie 
secured In open competitive market. 

(v) Large financial . benefits which were not due In tfV: 
ordinary course of business were secured by Orissa Agents 
and Kallnga Tube~ from the Orissa Government. This was 
the result of a humber of Irregularities like Ignoring the 
D. G S. & D. rate, rejecting the price circular Issued b) 
the Kalinga Tubes themselves • .In the Items Involving pu"' 
.chases of about Rs. 60 lakhs which were checked the undue 
.~d Improper profits caused to Messrs .Orissa ABents ariel 
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eonsequEint- loss· to 6rissa Government 'comes tQ al:!out 
Rs. 20 lakhs •. 

(vi).:Similarly, undue large ·pecuniar.y,benefit was caused . 
. co Mes~rs.. Kaling• Industries In connection with the' 
purchases' of Tubular: S'i:ructures b('a nUm'>er'o( Depart­
!TJents~of Orissa' Government. lri ·respect 'of.one ·ltert. alonE! 
'tfle ldss ·has been found to' be 'ab:>ut Rs, 7 lakhs .. Here 
egoln,:~here-were a',number ofirr'egi.tlarltles, the mai'! one 
belng··the failure to lrivlte.teriders; 'In making th2<e:. pur:. 
l:flase~ the· plea ofurgency was advanced-b~t ·larg~ qua~tl~ 
ties of': these tubular.structlires remained. uriutll!sed f:>r 
'over a'year . .'In connection with· these• trani1ctlons ·pay.· 
ment of an abvance of 9J7. was also· made, whi.ch t'J say the 
least. Is unusual. 

;~n)'ln the purcha~e of .the Low Shaft•Furnace at Barbll 
by the Orissa Industrial .Development· Corpo'ratlon :there 
are a number of fe4tures wplch raise doubts and· suspicions 
about :the transaction havhig been In the , public Interest 
is against· the ·.Interest . of Messrsi Kalinga lndu.•trles. 
lndepenilent, careful and thorough ·Investigation of the 
working of the plant, of It profitability, of Its being an eco-· 
nomic unit and about Its value does ilot.appearto have been 
conducted; The llaoilltfes which were ··transferred to ·the 
Orissa lndus~rial Development Corporation along with the 
Barbli Plant and the actual terms and the execution of the 
arrangement lndicat7 that the lntere.sts . whJ.ch received 
particular' conslderatl.on were not 'those of the Orissa 
'1ndustrial Development Corporation, · · 

·. (viii) In connection with·the ·grant of. loan tq Messrs; 
Kalinga Tubes Ltd by the Industrial Finance Cqr.poratlon 
.on.the gua•antee of the. Orissa State Govero'ment .orders 
:were passed which ·led to . the. saving of a sum of. Rs • 
. 97.000/-,to Kalin~aTubes Ltd,. which It would have had 
,to pay as Stamp Duty. · · · · 

· 4. Prima-facie lt app'ears that after the formation of th'e 
·!leW Goverpment on 23'rd June 1961 there were 'tra,nsae.­
Cions between the Departmentor·Orl'ssa Government and the 
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J..Jqrward ~~rew(th a. i'ep~rt giving the r~s~lt~ ?f;the 
preliminary enq~lr~ made by the C. B. I. IQ.~Q, certain 
allegations against some Ministers of¥ Orissa State, From 
the Memorial, Memoranda, Petitions and complaints recei­
ved-by the c; B -1., 58 allegations emerged. Out Of these, 
20 were- not considered suitable for enqutrr·by .the<C. B. 1., 
either b•cause they were. of trivial nature or because they 
lnvcilvfld political matters. In 23. all~gatlons enqul~ylls 
held. up for want of records or becaus• the·y ·requrre open 
enqulrle5 or for other reasons. Th-is-leaves IS:..a.llegati9IIS 
Into which Preliminary Enquiry has been. conducted.' In 3 
of these, the eoquir~ coul\f pot be completed for. want of 
some of the relevant records and l_t Is not pos~ible, on the 
material available, to come to any 'definite conclusion 
about: them though there are some :suspicious- featu~es. •The 
IS allegations Into which enquiries have been made ,can. btl 
grouped .Into 4 main categories and these are discussed l.n 
the follpwing .paragraphs: 

2.The first· and the most 'lmport;ant category. consists 
cif 8 ·allegations Involving Irregularities, imp_rqprieties ot 
abuse of.powei' or·authority which resul_ted hi. undue. and 
improper,. financial benefits to the.:~rm~ or concerns Ill 
which Shi'i Bljoo Patnaik or Shri Biren Mitra or their wives 

· or. close rel~~ic;>ns are Interested. · 

The alle{l~tJons are :-

(I) Issue of Finance Department Memorandum In 
November 1961 to benefit concerns . irl which 
Mlnlsters..and their reiations h'ad personal interest.~ 

• (IIJ 

(IIi). 

(lv) 

Purchasec,iniade by :the State· Government trom 
"Orissa Agents", said to be a. benam'i concern . of 
Shri'Biren Mitra at exorbitant rates for. his benefit', 

Favourtl~!il !n the., appointment ofShrl, ~.rlni.vasa~ 
as , Chief Engineer-Cum " Administrator ,Paradeep 
~~ ' . . . ' . 

''PuFchase of Tubular structures by the State Goverri­
. nient· from Kaltnga Industries Ltd.•without tenderi. 
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(v) Purchase of Tubular Structures of the value of 
over Rs. 16 lakhs by Commerce Department of 
the State Government. 

(vi)· AdvtnC! of Rs. 19 lakhs t, Kallnga Industries Ltd. 
for Tubular Trusses for Tlnkerpara Project. 

(vii) 

(viii) 

Sale of low shaft furnace of Kallnga Industries to. 
Industrial Development Corporation of Orissa. . 

Improper taking over of liability In respect of 
Stamp Duty by "Orissa Government" In connec• 
tlon with Kallnga Tubes Ltd.'s loan from Industrial 
Finance Corporation, 

3. In respect of these allegations enquiries show that : 
{t) Shrl Bijoo Patnalk has fina<~clal Interests In the coneerns 
Kallnga Tubes Ltd., Kallnga Industries Ltd , B. Patnalk Mines 
Ltd., and Kallnga Otto. Ltd. with which this enquiry Is con• 
~rned, He had -per.sonally started or set. up these concerns; 
lie was their organlser and, prior to becoming the Chief 
Minister of Orissa State, he controlled and managed ,, 
number of these concerns personally either as their Chair~· 
man or Managing Director. After assuming charge as Chief 
Minister, Orissa, he ceased to hold any position In these 
concerns which were directly connected with their manage­
ment but he still continues to have large financial Interests. 
rn them; his wife Is the Chairman of B. Patnalk Mines (P) 
ltd., and also the Chairman of Kahnga Otto. Ltd, 

(II) From the records which could be scrutinised It 
would appear that Orissa ,Agents Is. the sole-proprletory 
ciSncern of Smt. Easwaramma Mitra, wife of Shrl Blren Mitra, 
Chief Minister, Orissa. She claims to have started this 
Concern with her own money and· by taking loans from 
frte11ds. Without an open enquiry It Is difficult to 53) how 
lilr this describes the real position and whether any funds 
flave been Invested In this concern by Shrl Blren Mltra,also, 
It Is quite obvious. however, that Shrl Blren Mitra had a 
direct Interest In this concern as It belonged to his wife, 
He was also taking Interest In Its management and -buslne11 
lli:Civltles. This Is clear from certain: letters exchange4 



3 

between Messrs. Bengal Potteries of Calcutta and Orl~s 
Agents and between Allied Distributors of Calcutta~ ani! 
0 rlssa Agents, Scrutiny of records of Orissa· Agents and 
open enquires are likely to reveal further evidence of 
Shrf Mitra's personal.lnterest In the affairs of this co"cer.fl. 

· {Ill) The'clrcular of 17th Novenib er 1961 which limltel 
purchases to local manufacturers and I ocal agents and de& 
lers·was Issued In a hurry. without adequate conslderatiOil 
& cor\! ultat en. ·Though this circular could be said to appiJ 
tO all · local concerns and local dealers but In actual fact, ·on 
account of the categories of large orders placed by the 
various departments of Orissa Government during the 
particular period Involved, the benefit of this circular wem 
very largely, If not solely to.- Orissa Agents, Kallnga Tube! 
and Kallnga Industries. 

' ·(lv) The main Items purchased durlngthisperl<id consistec 
of G. I. Pipes, TubulAr Structures and paints. Kallnga Tubeis 
were 'the only manufacturers of G. I. Pipes In Orissa and 
l<allnga Industries were the· only manufacturers of Tubula1 
Structur~s In Orissa. Messrs. Orissa Agents were appol>o 
nted local 'Agents' of Kallnga Tubes and Kalinga Industries. 
Slml,larly, Messrs. Orissa Agents were also appointed 
'Agents for the paints of Messrs. ·johnsons and NlcholsoiJI 
bf Calcutta for Orissa. The circular apj)lied not only to 
local manufacturers but also to their local representatives 
as well as to local agents of outside firms. All these 1facton 
combined to ensure that the circular of 17th ·Novembe• 
1961 would result In financial advantage• and benefit to 
Messrs. Orissa Agents, Messrs ·Kallnga Tubes and Messm 
Kallnga lndustrl~s which they would not have otherwise 
1ecured iri open competitive market. · 

(v} J:arge financial benefits which were not due In eN: 
.ordinary course of business were secured by Orissa Agen.a 
·.and Kallnga Tubes from the Orissa Government. , This was 
the result of a number of Irregularities like lgrtorlng the 
D. G S. & D. rate. rejecting the price circular Issued b) 
:the Kallnga Tubes themselves. In the Items Involving pur­
-chases of about. Rs. 60 .lakhs which were checked the und~~J 

:and Improper profits.caused to Messrs Orissa A&ellu.aDJI 
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~nsequent loss to Orissa Govern men~ .• come~ to aboui 
Rs. 20 lakhs. 

,:,' (vi) .simllady, undu~ !•rge pecuniary benefit was cau.sed 
to Messrs. · Kaling• Industries ·;n connectlpn · with the 
9urchas.es,· of. Tub~lar Struct.ures by-a num'>er of C)epart­

. merits of Orissa Gpvernme.nt. In respect .,of one I terr. alone. 
the loss has been found to be ab:>ut R.s. 7 J lakhs. Here. 

. !igaln, there were a number of Irregularities, tbe main. one 
being the failure. to Invite tenders •. In making thase' pur­
chases the plea of urgency. w!s advanced but. large quntl~. 
ties of these tu.bular structures rema1ned ; unutillsed for. 
aver a year. In connection. with t,hese tra,nnctlons ·pay-. 
ment of an abvance of·9J,Yo.was•also made, wh'lch'tnaythe 
least Is unusual; · 

(vii) In the purchase of ;the Low. Sljaft Furnace at Barbll 
by the Orissa Industrial Development Corporation there 
are a number.Pf features which rals_e doubts and suspicions 
about the transaction having been · In th'e public·, Interest 
as against the __ Interest· of Messrs .. Kalinga, lndu.tries; 
Independent, careful. and thor.ough Investigation of the 
working of the plant, of It profitability, of Its being an eco-

. 11omlc unit and abo,ut lts·value does not appear to have been 
conducted; The liabl!itles which were ·transferred to· the 
Orissa Industrial Develop men~ Corporation along with the 
Barb! I Plant and th~ actual te.rms and the. execution of the 
arrangement Indicate that the Interests which . received 
particular co.nsideratlon were ·not those of the . Orissa 
Industrial Development· Corooratlon. 

• (~Iii) In connection ',Yith the grant of loan to Messrs. 
f(allnga Tubes Ltd by the Industrial Finance Corporation 
em the guarantee of the Orissa State Government orders 
·were passed which· led to the .saving of a sum of Rs. 
97.0001; to-Kalln~a Tubes Ltd' which It would have had 
to pay as'Stamp ·Duty. 

4: Prima-facie It appears that after the formation of the 
new Government on 23rd June 1961 there were transac­
tions between the Department or Orlssa Government and the 
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concerns in whiCh Shrf· Bijoo.Patnaik'or Shri Biren Mitrao.r' 
tl\e1r close 'relatives wei'e'lnterested arid that these transa-· 
ctions caused undu·e and improper financiar benefits to. 
these concerns and conseauent loss.to. D.ublic! funds. 

• 5. The next group consis.t~ of 3' allegatkms involving' 
Impropriety in securing' ·p·ecuniary ad\iantage for self or'' 
for,:llear relations~'· These· allegations are : 

(I) lrre-gul3.ritles relating' to Min/ng.leases .'of ,Shrl B. 
Patnaik a~~ the Improper cblifermerit of the rights­
o.n,.B. Patnatk Mines (P) ltd. 

(II) . Establishm~nt of~ Saw M1i1 by Mrs; Mitra on ille· 
gaily 0ccupled G9vernment lanl!. · 

. (111) Sale o(prl~ate 'and by Stiri. Brlndab~n Nayak to the' 
Electr!c.fty Department ~at higher t~an pre.valen( 
rates: 

· 6. Enquiries show that.there· were,-some lrr~gulari~les 
If'! the grant of mining leases, to Shrl B •. ;f.'atnaik but th<\t, 
v.(as In the .year 1952, long before: he became, the Chief, 
M\nlster <;>fOrissa, It fu_rth~r·appears 'that there was lit)ga-, 
tLon between the Orissa Government and,Shrl B Patnaikori 
M,essrs. B.. Patnaik Mines (P) ltd. In connecti<;>n with. thes.e.,' 
mining ·leases. l;he cases in court were wi,thdrawn or. 
driopped or not contested after Shri Bijoo Patnaik became. 
the Chief Min_ister. There ·were some· royalties due to. 
Orissa. Government but· these were paid soon after, 
Shri B. Patnaik became the Chief Minister, ,It may· be sa.id, 
that because Shrl Patnaik was the Chief Minister the matter 
relating to the 'mining leases of his firm were. dealt w.ith 
llglitly but f~om.the files whl~h were scrutinised nothing· 
sericusly wrong has been discov_ered. 

7.1n respect of the all~gations relating to the establl· 
shment of a·saw Mill by Mrs. 'Mitra and the 'sale of land by 
Shrl Brlndaban Nayak it Is not possible to come to definite< 
conclusions wthout. open enquiries. From. the files It does, 
appear, ·however, 'that Shrl Srindaban Nayak and his bro·: 
ther rn.law hav.e sold land to the· Electricity Department>' 
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but the main point Is whether It Is at rates higher than 
the prevalent rates and to check this point open enquiries 
are necessary. 

8. The third group consists of the following two alle­
ptlons Involving favours to other parties on account- of 
Improper or corrupt considerations :-

(1) Favourtlsm and Illegal gratification In the appoint• 
ment of agents under Kandu Leaves (Control of 
Trade) Act 1961. 

(II) Withdrawal of prosecution of cases 'against Steel 
Stockists_ by Shrl Nllamonl Routry. 

9. All the relevant files relating to the appointment of 
Agents for Kendu leaves Trade have not been made avail· 
able.· Without these files and without making open enqul· 
rles It Is not possible to come to any defirilte conclusion on 
this allegation. · 

10 As regards withdrawal of cases against Steel -Stock· 
Jsts a scrutiny of the files shows that this Is correct. During 
the period oftwo months when Shrl NUamonl Routry was 
not the Minister In charge of the Supply Department cero 
taln raids were made and cases were launched against a 
number of Steel Stockists of Cuttack. After assuming 
charge again as Supply . Minister Shrl Nllamonl Routry 
reopened this matter and got the cases withdrawn even 
though 'they had already been filed In court. In doing so 
Che views of the District. Magistrate, Cuttack, and_ of the 
Supply Department were overruled. 

II. The fourth group consists of two allegations rela; 
dng to certain entries In the books of Mohd. Slrajuddin 
which show pa7ments, In cash or kind, to Shrl Sadaslb, 
Trlpathy and Shrl Nllamonl Routry. 

12. A scrutiny of files shows that applications from, 
Mohd. Slrajuddin or his concerns and files relating thereto_ 
.,ere dealt with by Shrl Sadaslb Trlpathy during the years, 
1952-56. when he was the Minister In charge of Revenue., 
11 appears further that Shrl Sadaslb Trlpa_thy. took pel'$o-; 
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nallnte.r~st In lfeallng with these aa.ses an.d also that som-!1 
favours were shown to Mohd. Slrajuddln In the grant of 
lease or permission for mining or prospecting. Shrl Sadaslb 
'rdpathy has denied all 'the entries. However, he says that 
Mohd~ Slr~juddin did arran~e ·for ~an optician· at his req_~ 
uest but that the bill for .the spectacle for Rs •. 2i4/· was 
paid by him on lsi: March I 963 and he Is In possession 6r 
the receipts, In some other cases suc'h' entries I~ the books 
of Sirajliddin have been found to be correct. Further 
open:' enquiries are :necessary to come to definite conclu­
sions about them. 

I 3. As regards the entries rel~ting to ~hri Nilamolll 
Routry, he hu'ai:cepted all or the11 as·'oorre~t .. He-h~1 
mentioned that ~lle sum. · of Rs. 6,000/· was taken as a 
loan o, th~ occasion of the wedding of his niece and that 
it was paid back. About the sum of Rs. 3,000/· he says that 
lt was voluntary contribution by Mohd Sirajuddln for the 
education of poor students and helpless political workers. 
The present of gold necklace on the occasion of the marr· 
lage of his niece. Is accepted. As regards payments for 
tickets and hotel charge etc., Shri Nilamonl Routry has sf> 
ated that sometimes tickets and hotel accomodatlon were 
arranged through Mohd. Sirajuddln but that payments have 
always been made for them. Without an open enquiry It 
Is not possible to check these points. In the official files 
nothing has been found to Indicate that any official favour 
were shown by Shrf' Nilamonl Routry to Mohd. Slrajuddf!l-

14. On the basis of the scrutiny of records It Is not po­
. sslble to say that all thP allegations are· unfounded, u~qubst­
antlated or untrue. There are quite a few, and some of 

. them rather serious. which require further enquiries to 
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come to definite and clear conclusions. On a nuinber of 
points doubts remain. 

16. Statements have been prepared containing points for 
clarification from the 5 Ministers or Ex-Ministers concerned 
. I . • 

In this enquiry. These and replies and comments on them 
,could als:> be taken Into i:o~sid~ratio~ when deciding tile 
·further line of action. - · .. 

S~/- D._ P~ Kohli 
[)lr!!ctor, C. B. I._ 
15-ll-1964 

Secretary, M, H. A. (~hri, L. P. Singh) 
Director, C. B. l.,_u. 0. NQ, 0-665jCBij64, 

dated 15~11-64 



cpncerhs )n. wh!cli.Shii EliJoo Patnaik or Sh'ri Siren Mitra or 
their close .relatives were iritere~ced and 'tnat th'ese cransa. 
ctlons caused unau·e and :.Improper financial· ~benefits to 
these concerns and consequent loss to publ.iC: funds. 

5. ThE!.next group co.nsists of,.~ allega~ions lnvolvlnjl 
Impropriety. in securing pecuniary advanta~e for self or 
fo'r near. relations. · ·Tiiese allegations are :' 

(I) Irregularities relating to Mi.ni0g leases of ihrl B. 
Patnaik arid the Improper conferment of the rights 

(II) 

(ill) 

·on B. Patnalk Mines CPl ltd. · · · 

Establishment of a Saw Mill by Mrs. Mitra ·on llle· 
'gaily occiipled' Government land; 

Sale pf p.rlvate .land by Shrl Brindaban Nayak to the 
El.ectC,icity :D.epar.tment at b,lg[ler.,~[lan. prevalent 
rates. · 

6. J:nqutrles show that there· w.ere some lrregula~ltles 
In the grant ·of mlning'leases to Shrl ·s. Patnalk· bun that~ 

·was In ·the:·year 1952,' l.ong before he became the >.Chle6 
Minister of Orissa, It further appel!)'s·th>t•there was litlga·; 
tlon between•·the·Orissa Government and Sbrl B Patnalkon 
Messrs. B. Patnalk. MlneS::(P) ltd. In connection With. these, 
mining' l~ases. The cases· In ·court<were .. •withdrawn ·or, 
dropped'or not contested after Shr.l Bljoo·Patnaik· became, 
the Chief •Minister. There were ·.some royalties due to .. · 
Orissa Gov.ernment • but·· these •were paid• soon after. 
Shrl B. ratnalk became the•. Chief Minister •. It may· be sale!: 
that ~ecause Shr.l ,Patnalk was the C~lef Mi~lster the matter 
relating .~o the mlnlng·leases of his firm were. dealt with 
Jf&htly bu(frollJ the files .. Whl,ch were scrutlrilsed nothln~ 
serlcusly wrong has'been discovered,, 

7.. In respect. of the allegations .relating to the establl· 
shin.ent of a Saw Mill by Mrs. 'Mitra and the sale of land' by 
~l)r.r Brln~abari Nayak It ls not· poSsible to come to definlt 
conclusions wthout ope.n enquiries; From· the nles· it doe~ 
appear, hovv~ver, .that ShtLBrindaban Nayak and his bro• 
ther lii law nat'e· sold' la'ncJ·to• the ·Etectrlcit}' Depattmen# 
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:but the main point Is- whether It Is at rates higher than 
the prevalent rates and to check this point open enqu1rles · 
are necessar¥. 

8. The third group consists of the following two aile; 
· gatlons Involving favours to other parties on account of 
Improper or corrupt considerations :• 

(I) Favourtlsm and illegal gratification _In the appoint­
ment of agents under Kandu Leaves (Control of 
Trade) Act 1961. 

(II} Withdraw,al of prosecution of cases against Steel 
Stockists by Shrl Nilamonl Routry. 

. ' . 

· 9. All the relevant files relating to the appointment of 
Agents for Kendu leaves Trade have not been made avaiJ. 
able. Without these files and wltliout making open enqut. 
rles It Is not possible to come to any definite conclusion on 
this allegation. 

10 As regards withdrawal of cases against Steel :Stock· 
tsts a scrutiny of the files shows that this Is correct. During 
the period of two months when Shrl Nllamonl Routry was. 
not the Minister In charge of the Supply Department cer- · 
taln raids were made and cases were launched against a 
number of Steel Stockists of Cuttack. After assuming. 
charge again as Supply Minister- Shrl Nllamonl Routry. 
reopened this matter and got the cases withdrawn even 
though they had already been filed In court •.. In doing -so 
the views of the District Magistrate, Cuttack, and of the­
Supply Department were overruled. 

11. The fourth group consists of two allegations rela· 
dng to certain entries In the books of Mohd. Sirajuddln 
Which show payments, In cash or kind, to Shrl Sadaslb 
Trlpathy and Shrl Nllamonl Routry. 

12. A scrutiny of files shows that applications ·from. 
Hohd. Slrajuddln or his concerns and files relating thereto 
trere dealt with by Shrl Sadaslb Trlpathy during the years 
t952·56 when he was the Minister In charge of Revenue.: 
'-appears further that Shrl. Sadasib Trlpathy _took perso-
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nal.lnterest In dealing with these eases and also that some 
favours were shown to Mohd. Sirajuddin In the grant of 
lease or. _permission for .!TIInlng or prospecting. Shrl Sadasib. 
Trlpathy has dented _all .the entries. However,. he says that 
Mohd •. Slrajuddin did arran~e for. an optician at his req· 
uest .but that the bill for ~he spectacle for Rs •. 214/· w~ 
paid by him on 1st March 1963 and)le Is In possession of 
the rec~lpts. l,n ~ome ,other cases such entries In the books 
of StrajoJddln have been found to be correct. Further 
open· enqutrtes ara ,necessary to coma to. definite conclu· 
;tons about them. · · 

13. As regards .. the entries relating to ~hrl Nllamonl 
Routry, he hlS .accepte~ all of the1i as. correct, He haa 
mentioned that the sum. of Rs. 6,000/· was taken. as a 
loan 01 the occuton of the wedding of his niece and that 
it was paid back. About the sum of Rs. 3,000/· he says that 
It was voluntary contribution by Mohd Sirajuddln for the 
education of poor students and helpless political worken. 
The present of gold necklace on the occasion of the marr­
Iage of his niece Is accepted. As regards payments for 
tickets and hotel charge etc., Shrl Nilamonl Routry has st­
ated that sometimes tickets and hotel accomodatlon were 
arranged through Mohd. Slrajuddln but that payments have 
always been made for them. Without an open enquiry It 
Is not possible to check these points. In the official files 
nothing has been found to Indicate that any official favour 
were shown by Shrl Nilamonl Routry to Mohd. Slrajuddin, 

14, On the basis of the scrutiny of records It Is not po­
ssible to say that all thP allegations are· unf~unded, U1,ubst. 
antlated or untrue. There are quite a few, and some of 
them rather serious. which require further enquiries cO' 
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come to definite and ·•dear · conctusions. 'On• ~ number of 
points doubts remat'n~ 

16. Statements have bee'n prepared c'ontalnlllg points for 
clariflcai:ion from the 5 Ministers or 'Ex-Ministers concerned 
ln this enqui.ry. These and replies and comments on them 
·could also be. taken· Jntn rnri<id@ratlon when·· decfdliu! the 

further line of action. 

·sd/~ D. P. Kohli 
Director;' c; B. I, 
'15-11~1964 

,secretary, M. H: A. (Shri L. P. Singh) 

Director. C. B. 1., U. O.No, 0-665fCBIJ64, 
dated 15-11-64 



Appendix-B 
STATEMENT NO.-I 

ALLEGATIONS INTO WHICH. PRELIMINARY ENQUIRY IS BEING MADE 

1 

Gist of allegation 

1. Issue of Finance Department Memoran­
. dum In -November 61 regarding purchase of 
•vehicles, stores· and· othef\ materials through-local 
dealers withfn,the State .. -It is alleged .• that-this 

· was·done >in ·order to benefit concerns in-.which 
· Ministers ··and ·their relations .. had. personal 
·· Interest. 

2.' The concerns M/S Orissa Agents; sta~di· 
ng In the name of Mrs. Biren Mitra, is a benaml 
concern of Shri B. Mitra present Chief Minister. 
This concern had monopolised supplies to 

'Govt., secured· ·agencies of.Jocal .and outside 
'firms and tharged from vario•Js departments of 
State ' Govt. -exhorbitant rates. · Most :of the 

·supplies were· -made 'without calling tenders. 
As (lrinclpal distributors of Kallnga Tubes, 
oupplles war<! mode by thl• concern. without 

2 3 1 
Reference to the memo-
randum & other documents Remarks 

Para 7 ofthe memorial P .E. No; I dated 
I 0-9·64 (Shri B. 
Patnalk & Shrl 
Biren Mitra) 



Departments availing of D. G. s. a D ra~e 
contract and wlthoU1: even availing of Kallnga 
Tubes own price circulars. The benefit of these 
transactions has gone to Shrl Blren Mitra. 

3. · Shrl Patnalk appointed Shrl Srinivasan as 
Chief Engineer • cum • Administrator, Paradeep 
Port ProJect although Shrl Srinivasan knows 
nothing of Marine Engineering. He· advanced a 
sum of Rs. 50 lakhs to Shrl Patnalk for 
supplying pre•fabrlcated structures to Paradeep 
Port Project• 

.f. Kaltnga Industries, In which State Govt. 
have a sizeable share, enJo)' monopolistic post· 
tlon In the supply of tubular trusses manufac­
tured out of reJected .pipes of Kallnga Tubes and 
no tenders are called In respect of such suppltes 
to the Government. . · 

Petition of Shrl Yudhlsbtar 
Dass of People's VIgilance 
Society, 

Para 17 to 20 of Annexure 'B' 
to Memorial. · 

I & 
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5. Kallnga Industries supplied tubular trusses 
worth Rs 16 lakhs to Commerce Department 
for construction of quarters at Paradeep Port, 
The offer was made by Kallnga Industries on 
their own and no tenders were Invited. Accor­
ding to opinion of engineer Tubular structures 
were unsuitable for construction of quarters at 
Paradeep. 

2 

Para 2 of Memorial, Para 21 or 
Annexure '8' and Para 12 of 
Annexure 'E' to Memorial 

3 s 

6. State Government advanced Rs 18 lakhs Para ofthe Memorial 
teO J< allpga Tubes Ill one day on account of 
tubular trusses for quarters at Tlnkerpara 

State Govt. have 
stated that no file 
regarding any such 
purchase Is 
available. 

without the proJect being sanctioned and 
special arrangements were made to bring cash 
from Cuttack, Purl and Bhubaneshwar branches 
o~ State Bank. · 

7, Sale of Low shaft furnace at Barbll by 
Kallnga Industries to Orissa Development 
Corporation. It Is alleged that the plant was 
running at a loss, and accounts were manipula­
ted to show profits. It Is also alleged that 

Para 3 of memorial, Paras 
22, 23 of Annexure '8' to 
Memorial. Para 3 of the 
petition of Shrl Krlshan 
Pruad Mahanty. 
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assets valued at about Rs. 30 lakhs were taken 
over for a sum of nearly Rs. I crore without 
proper valuation and with ail contractual. IJabl· 
lltles of KaiJnga Industries being taken over by 
the Industrial Development Corporation. Mrs. 
'Gian · Patnaik was the Chairman of Board of 
Directors of Kall~ga Industries. 

8 •. Shrl B. Patnaik having obtained working 
,permission for explolllng certain mines, contl· 
nued to work these mines _In spite of permi· 
sslon not being, renewed' after 30·1 0-56; and 
was In arrears by way of rent and royalties, to 
the. State Government. He established the 
concern B. Patnaik Mines (P) Ltd., and the 
matter we~t to the High Court, where ·during 
Chief Minl•tership of Shrl· Patnaik 'the State 
Government· agreed to execute leases on conce­
ssional terms Jn favour of B. Patnaik Mines 
P .. Ltd., and the questionable ·rights :of Shrl 
Patn'alk Mines ·were consequently ·conferred 
Improperly oh B. PatnaJk·Mines P. Ltd. for the· 
benefit of Chief Minister and his family. The 
working permission was' granted on condition 

2 

_Para 5 of Memorial 
Para 2 of Annexure A 

3 4 
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that Ferro Alloy Industry will be set up In the 
area. The low shaft furnace Installed by 
Kallnga Industries, has now been transferred 
to Orissa Development Corporation but the 
Mines continue to be worked by B. Patnalk 
Mines P. Ltd., and have not been transferred 

. back to the Corporation of the State Govt. · 

9. Orissa Kendu Leaves (Contrcl of Trade) 
Act 1961 was promulgated during Chief Minis· 
tershlp of Shrl Patnalk ostensibly for stat~ 

. trading. Actually, heavy amounts were received 
·as illegal gratification by Ministers and agents 
were appointed by direct negotiations by Chief 
Minister and State Planning Board Chairman. 

! : 

2 

Para 9 of Memorial 
Para 6 of Annexure A 
Para 16 of Annexure B 

s 

The files made avafla· 
ble, by the State 
Govt. relate merely 
to the promulgation 
of Orissa Kendu 
Leaves (Control of 
Trade) Act 1961. The 
allegation however 
Is about the receipt 
of illegal gratification 
In the appointment 
ofagents under the 
Act. Relevant official 
files regarding appoi­
ntment of agents 
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I 0. Mr. Mitra has established In the name of Para 22 of annexure 
his wife a saw mill for manufacture of furnl· 
ture on· Govt. land which was forcibly occup· 
led In the town of Cut tack. The land in Cuttack 
Is valued at Rs. 2,50,000 and the State Govt. 
proposes transferring this land' to Mrs. Mitra 
and their associates on payment of th!s amount, 
although the occupation was illegal, 

It has further been stated• that Mr. Mitra 
misused his official power In getting the plan 
of structure for the Saw Mill, approved by C1itt· 
ack Municipality, without verification about 
the proprietorship of land. Similarly, the lnd· 
ustrles Department gave licence for the factory 
and the Electricity Department gave power con-
nection, without any verification, under the 
Impression that It was a concern of Shrl Mitra. 
Whe-n tlie matter came up In the Assembly 
an attempt was ma<le to Jea5e out the land to 

Memorandum dated 
21·9·64 of Shrl R'. N. 
Singh Dev and others 

6 

will 'have . 'to be' 
scrutinised and' these 
records a:re awaited·. 

!(I vleyv of the fu.r· 
t h e r .Information 
regarding this allega­
tlon,ln the suppleme• 
ntary memorandum 
some more official 
records will have t<l 
be tonsu lte<l. 
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Shrl S. C. Bose, Secretary, Cuttack Motor Ass-· 
celation as the encroacher to whom the Saw 
Mill had been transferred In benaml after win­
ding up of Orissa Agents. The unauthorised 
structure . belongs, In fact, to Shrl Mitra. 

1.1. Shrl. Neelamani Routroy had caused . 
prosecution cf II dealers of controlled Iron and 
steel goods '-:l'l.thdrawn against the advice of 
Supply Secretary, District Magistrate concerned 
and without consulting Legal Remembrancer. 

· 12; He (Shrl Brlndaban Nayak) is In poss· 
sslon of vast area of land near Railway station 
Berhampur. He wants to dispose of the same 
at a very high price which Is abnormal, to the 
Railway authorities by utilising his power as a 
Minister. He has already disposed of an area 
at a higher cost to the Electrical Department 
Queen M. H. school, etc. 

13. Entries In the books of account of Mohd: 
Serajuddln and his compa.nles showing certain 
Payments to Shrl Sadashlv Trlpa~hy, 

2 

Para 8 of memorial 

Petition o{ Shri · 
Udhlshter Nalk 

3 7 

P. E. No. 2 dated 
I 0·9-64 (Shrl Neela­
manl Routroy) 

P. E. No. 3 dated 
I 0-9-64 (Shri Brlnda­

ban Naik) 

P. E. No. 4 d a t e d 
13-10-64: Shrl Sada­
shlv Trlpathl) 
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H. Entries In the books of Mohd. Serajuddin 
and his companies showing certain payments 
to Shri Neelamani Routroy. 

IS. Orissa Government had stood guarantee 
for a loan of Rs. 97 lakhs obtained by Kalinga 
Tubes Ltd. from t.he Industrial Finance Corpo. 
ration of India. Stamp duty of about Rs. 97.000 
was payable OJl the tripartite mortgage deed. 
The State Government with Shri B. Patnatk's 
approval took over the liability In respect of 
stamp duty thereby saving Kallnga Tubes Ltd. a 
_sum of approxlrr,ately Rs. 79,000 

2 

This has come to notice 
during scrutiny of the 
official records of the 
State Government. 

.3 8 

P. E. No: 5 dated 
13-1 0·64 (Shrl Neela­
mani Routroy) 



Statement No-2 . 
Arlo atlon Into Which Preliminary Enquiry Is Held Up For Wont Of Records Of Other Reuo,.. 

No. 1 dated 10·9-64. Shrl B, Patnalk and Shrl Blren Mitra · · .. 

I 2 3 9. 

1. Orissa Agents, as 411stributors of Phillips Para 13 of annex 'E' 
Lamps had supplied these lamps at double the 
price to municipalities and for Government 
roads In Orissa. · 

2. There was Vigilance Enquiry against Shrl Para 4 of the memorial 
Som Nath Misra lAS and the search ofthe hou-
se of this. officer by the CBl. Soon after 1961. 
election new government under Shrl Patnaik 
transferred this officer back to Sambalpur where 
he had been posted previously as Deputy Com-
mlssoner when the complaints had arisen. Co-
rrupt officials were being protected In this rna· 
nner. 

3. a. Mrs. Mitra has purchased 9 acres of Para 20, 21 of 
landed property In Cuttack at an average of annex 'B' 
Rs. I 000/- per acre when the prevalent market 
prices were Rs. 50000 per acre. Full amount 
of stsmp duty and registration fees have not 
been paid due to under valuation._ 

State · Govt. reques· 
ted to make relevant 
files of municipalities 
regarding these pur. 
chases available. Files 
awaited. 
Relevant file not yet 
received, . · 

Copies of purchase 
documents written In 
OrIssa language have 
been received and 
are being deciphered: 
The main point In 



b Mrs. Mitra has purchased 8 acres of 
land In Salepur at Rs. 100 per acre when the 

·minimum cost of land there Is Rs. 15.000 per 
acre, Full amount of stamp duty and registration 
charges have not been paid. · · 

· c. Tanks have been dug on the lands of 
Mrs. Mitra at the cost of the State Gov.t •. 

d, A piece of land has been purchased at 
Calcutta In Mrs. Mitra's name for Rs. I ,52,000/-

2 '3 

th·e ·allegation !iowa· 
ver ·rs tlie · teporttd 
short· pay merit of 
stamp duty and regis· 
tratlon fees through 
under valuation. This 
will require oral 
~es. 
Herell-~so;...t-.h-e-a"'he--
ged short payment of 
stamp duty and regis· 
.tratloll .fee~ ,throllgh 
under valuation will 
necessitate oral-en~u­
ltles. Qfllclalllles a~e 
awal,ed, ,.ERquirl!!s 
frO!llr·. De.ve(Qpni'n* 
Departmt;l)t VY lie s-t 
Bengal ·. show · that 
block N. 82 In Regea­
nt Estate, ToiJyganJg 
was .. .leas• d. put to 
Smt. Easwaramma Mit 
ra W/0 Shrl B. Mitra 
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- 4. Shrl Mitra, Chief Minister, takes Rs. S0,-
000 every month from members of Cuttack 
Merchants Association on the plea that he has 
to distribute cha~lty to the people. . . 

5. Orissa Agents have evaded payment of 
sales ~ax by delaying ItS registration -and on the 
plea that they were acting as ·brokers and they 
were not liable to pay such taxes. Even· aftEr 
mysterious winding up of the concern last year 
·It Is still functlo.nlng In the- guise of various 
benaml concerns. 

6 In 1962, whan Sri B. Patnalk was Chief 
Minister he leased out 93 acres of Government 
land In village Chowdwar:to Orissa Tex~lle Mills 

2 3 -11 

and an advance of 
Rs. 8145 (being 50% 
of total premium 
due) was paid: No 
(un,her ,anjounts were 
deposited ·until 1,-1 O, 
64. · b)l_ Mrs, J;swara-

. ,_ '"•· m~;~~_a Mi.tra,· ·. ,.;·. 
Petition of Shrl Blshan No G~vt. files . could 
Dayal, Secretary Cuttack exist and no progress 
MerchantS_ Association Is possible without 

Para 1-E memorandum 
dated-21.9-64 

Para 3 of memorandum · 
dated 21-9·64. 

oral enquiries 

The memorandum has 
been received on 
6-11·64. Official reco­
rds will have to be 
obtained and oral 
enquiries will be 
necessary. 

Official files wJII be 
obtained ' from the 
State Government. 
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for Rs. 9.300.00 only although the rate of land 
In this lndust~lal area Is Rs. 25,000.00 per acre. 
This land belongs to Irrigation Department of 
which he was Minister lncharge. Orissa Textile 
Mill has constructed compouncl wall around this 
land and forcibly enclosed a public road. On 
the plea of set tlng up another unit of the 
Orissa Taxtlle Mill, Shri Patnalk leased out 
another area of 12.20 acres In village Kedarswar 
to the Mill for Rs. 14,030.00 only. Wrongful 
loss to the State Exchequer has been caused for 
personal benefit of Shrl 8. Patnalk who has 
Interest In Orissa Textile Mill. 

7. (a) In response to the tender notice for 
registration of Orissa Road Transport vehicles 
only Shrl S. Ray of Cuttack and ShTI George 
Patnalk (Elder brother of Ex-Chief Minister, 
Shrl Blju Patnalk) had submitted tenders. Shrl 
Ray's tender was accepted by the Department 
and a cheque for payment of his commission 
dues was ready to be Issued but under Shrl 
Blju Patnalk's undue Influence, Shrl Blren Mitra, 
Chief Minister. stopped the cheque and the 

2 

Para 4 (a) of memoran­
dum dated 21·9·64 

This Is a fresh' aile· 
gatlon. Relevant offi­
cial flies will be 
con suited, 
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account was divided between S. Ray and Shrl 
George Patnalk. 

(b) Caiedonlon Insurance Co. Is not a 
· member of the Insurance Pool. In spite of 

Government of India's Circular to State Govern· 
ments to patronise Insurance companies in 
the pool, the Govt. of Orissa continue to have 
Govt. officials fidelity bonds and motor vehicles 
Insured with Caledonian Insurance Co, Shrt 
George Patnalk elder brother of Shrl BIJu 
Patnaik Is the agent for Caledodtan lnsurnace 
Co. 

8. In 1961-62, Orissa Mining Corporation 
purchased 20 ·units of Tubular structures for 
Rs. 72.382.50 without calling tenders. On 
12-7-62 on the offer of Kallnga Industries Ltd., 
thems~lves, the Corporation purchased 2,500 
units of similar structures and paid In advance 
90% of the cost. Even now 958 units have 
not been utilised by the Corporation. These 
transactions occured during Chief Ministershlp 
of Shrl Blju Patnatk. 

2 3 

Para 4 of memorandum This is fresh allega 
dated 12·1 0-64 tlon. Ralevant ·official 

files will have to be 
consulted, 

Para I of memorandum This allegation came 
dated '12-10-64. to notice durlnll 

.scrutiny of the files 
regardtn_g the pur· 
chase of tubular 
structures by the 
State Govt. Comme· 
rce Dept. 
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-9. On 10·4·64 Rs. 35 lakhs were sanctioned 
from Orissa contingency fund. About SOO units 
of tubular trusses were purchased from Kallnga 
Industries Ltd. for rehabilitation camps, at a 
cost of 18,86,000 of which SO% was paid In 
advance. The purchases were made at. higher 
rates without calling for tenders and not 
through D. G. S. & D. even though It had 
entered Into rate contract with this company. 

10. From reply to question No. 3361 dated 
23-9-64 In the Orissa Legislative Assembly of 
Shrl Padma Charan Nalk, it Is revealed that 
arrears of Mining royalty and cesses amounting 
to Rs, 9,40,000(-· against . B. Patnalk Mines 
and Rs. 2 25,000 against C. R. Pani have rema· 
lned unrealised. Since B. Patnaik Mines Is Shrl 
BiJu Patnaik's company and Shri C. R. Pani ·Is 
the broth~r of the President Utkal P .C. C. this 
reveals favouritism on the part of the_ Govt. 

14 

Relevant official files 
of. Orissa . Mining 
Cor.poratlon . ti a v e 
already b.een i'equlsl· 
tloned. - ' , . · 

. ' 
Para I B of Memorandum This allegation had 
dated. 12-10-64 · come to ·notice dur.l· 

ng scrutiny pf offictai 
records of the State 
Govt. Relevant files 
of the D. G. S & Dare 
being obtained for 
enquiry into the 
allegation. 

Para 6 of Memorandum 
dated 12-10-64 

Allegation relating 
to Min.tng. leases has 
been., enquired. into. 
The {res.~ allegat.lon 
regarding . .nonpa)l• 
ment of arrears of 
royalty and ceses 
will necessitate scru­
tlnr of further offi· 
cia records· . 
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· · II. Utkal Distributors have been advanced 
huge amounts and shown other favours. They 
were given a portion of Haridaspur querry on 
lease, but have failed to work even a small 
percentage of the quantity. The favouritism, 
In giving huge amounts of benami interest ofShri 
Siren Mitra, Chief Minister In the profits-of 
'holder in this concern and may have some 
benami Interest even now. ·· 

12 Adva~ces were given to MjS . Steel 
Rolling and Fabrication P. Ltd. In ·spite of 
objectlqns regarding its stability and reliability. 
Subsequently the ban against this firm was 
removed and more advances amounting to 
lakhs of rupees were given in spite of poor 
performances of this firm In making supply 
regarding quantities and time schedule .. This 
.was possible because oft he direct Intervention 
of the Chief Minister Shri Siren Mitra as Shrl 
Siju Patnaik has got benam I .financial interest In 
thIs concern. • . 

2 

Para 7 of the memora· 
ndum dated 12·10·64 

Para 8 of Memorandum 
dated 12·1 0-64 

3 IS 

This Is a fresh allega· · 
tlon. Relevant official 
records will have to 
be consulted and 
oral enquiries will be 
necessary. 

This Is a fresh allega~ 
lion. Official records 
will have to be scru· 
tlnised and oral enqu· 
fries 1 will be nece· 
ssary. 
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13. When Shri 8. Patnai k was Chief Minis· 
t r and Shri Biren Mitra was lncharge of endo· 
wments as Law Minister, Devoter lands of famo­
us Lingaraj Temple of Bhubaneshwar, adjoining 
the comj>ound of Shrl Patnaik's building were 
irregularly transferred and registered at very 
low rates In the name of Mrs. Glan Patnalk, 
wife of Shrl Blju Patnalk, 

14. It was proposed fraudulently to nationalise 
Passenger Transport Service on a number of 
routes and the scheme had been approved 
during Biju Patnalk's Chief Minlstershlp and 
even buses were purchased, but since Shrl Bi· 
ren Mitra, the then Deputy Chief Minister, his 
private and political secy., Shrl Kafalt Ullah and 
his· other political followers had shares In 
Cuttack Motor Association, whose Interests 
were going to be adversely affected by propo. 
sed natlonalisation, Shrl Biren Mitra, under his 
undue Influence got the taking over of the 
routes put off, In 62-63, again the' scheme 
was changed to exclude the routes Cuttack • 
jagat slngh pur and Cul;tack • Kujangl In which 

2 3 16 

Para 4 (b) of Memora• This Is a fresh allega 
ndum dated 21-9·64 tlon. Relevant off!. 

clal records will be 
consulted. 

Para 4 {d) of Memora- This is a fresh all. · 
ndum dated 21· 9-64 egatlon. Relevant 

official records will 
be consulted. 
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.t~e a.bove persons wer~ Interested·, Shrl S. C. 
gose, Benaml holder of the Saw Mill of 'Orissa 
Agents" Is the Secretary of the Cuttack M9tor 
Association.· · 
:·· 

15. The number of foreign liquor licences 
bas been Indiscriminately Increased and given 
out to friends, relatives and favourites and 
Ministers at the cost of the Interests of the 
State. 

16. (a) Several crores of worth of machinery 
for the Bahmala Project have been purchased · 
from the Soviet Union through B. M. Khemka 
Pvt. Ltd. Instead of through the State Trading 
Corporation, resulting ln .. payment of unnece­
ssary extra commission to a second middleman. 
There are good reasons for suspicion that there 
Is favouritism and private profits motive In 
.r.escertlng to such transactions. 

2 17 

Para 4 (g) of memorandum . 
dated 21-9-64 This Is a fresh allega-

. tlon. Official records 
wlll ·have to be 
consulted 

Para 9 of the Memorandum 
dated 21-9-64 This Ia a fresh a:ne; 

gatlon, Official recO-; 
rds will have to ·be­
consulted. 

(b) Ore lifting machines worth four · crores do. 
are reported to have been similarly purchased 
by negotiations Instead of :through tenders, 

do. 
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17. Vigilance Department Orissa, In the 
course of Investigation In a rice mill at 
Chandball, had seized documents Which showed 
payment of illegal gratification to various offi. 
cers an.:! Shrl Neelmanl Routroy was also shown 
to have received payments through. an officer 
of the Supply Dept. Shrl Neelmanl Routroy got 
seized documents destroyed. 

. II!. Shri Mand RaJ, B.D.O. Chandball, Bala·· 
sore District against whom there were charges 
of misappropriation, was promoted as, First 
Class Magistrate. He victimised C.C. Roy; ·the 
Informant of misappropriation case at the !ns­
tlgatlon of Shrl Routroy, Minister (Home Supp• 
lies) as Shri Roy WIIS political rival_ of 
~hrl Routroy. 

Para 8 of the 
Memorial 

Para 2 of the 
Memorial 

2 3 18 

P, E. No. 2 dated I 0-9-64 
(Shrl Neelmanl Rou­
troy) Official files 
relating to Vigilance 
department raid on 
rice mill at Chandbali 
have beeri received. 
The documents rep!)· 
·rted ·seized- durin)! 
this raid and ,wl'tlcl\ 
are alleged to have 
contained lncrlmlna• 
natlng · entries have 
not yet become. av~l· 
lable nor ~as r any 
rep,ly been ~ecelved 
from the State Govt, 

Relevant official files 
are under rEqulsl· 
tlon •. Not yet recel 
ved, 
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!9 .. Rs. '50,000 had to be paid to Slfri Neela· 
m'ril ll.'outroy by members of Cuttack M11r· 
chants Assoclatl~ll for p.rotection from 
harusmE!nt and .. tto~ble from the · Government 
side. 

20. 11) the year 1?50 he had absolutely n11 
bank balance except property worth Rs. 1$,000. 
Now .he Is In possession of. property worth 
Rs/15 lakhs. He has never paid ,inco!T'e .tax. 
more than Rs:ISO, This'moiley he has obtained 
Illegally during hls political career:, . : . ~ 

. '2.1 .• During 1958-59 he was Minister Works 
hi the State of Orissa. During that period the 
contractor who· was executing the construction of 
Assembly Buildings constructed one huge bull· 
ding for Shrl Brindaban Nalk at Bhubaneshwar. 

22. During the ~ame period as Transport 
Minister. when he ordered for vehicles,. he 
himself pur~hased two Benz. "vehicles cosllng 
about Rs 6(),000 and sold these vehicles for Rs. 
80,000: . . 

23. (a) Not with. standing the fact · that a 
circular Is tliere to the effect that Ministers she-: 
uld not undertake business .deals with Govt. still . . 

2 

Petition of Secretary 
Cuttack Merchants 
As~oclatlon • 

Petition of Shri 
judhhter Naik 

·dO· 

·do-

Petition of Shri 
judhlster Nalk 

3 19 

No Government flies 
· ceuld exist on this 

l)'latter .. · · No prog. 
ress .-Is . p!)ssibl,a,.­
witl).out orateqpirle:S; 

P. E. NO- 3 dated· I 0-9·64 
Shr'l Brindaban'Naik 
Orafenqui~les wilt l:i~ 
necessary. · ' .,. 

Official files relating 
to the alleged purcha. 
;e' fro!TJ thl$ con~ern . ,, 
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Shrl Nalk has a factory In the name of his wife 
or himself named "Kallnga Cement Products" • 

· The Hum Pipes which are produced In this 
factory are being supplied to PWD Panchayat 
Raj and Blocks and other Engineering Depart· 
mer.ts of Orissa Government. By virtue of his 
power as a Minister he Is selling the articles at 
a high rate. 

(b) Shrl Brlndaban Nalk by misuse of his 
power and Influence has made a lot of supplies 
at· higher rates· to the Govt. without being 
required to submit tenders. etc. There are 
also allegations against this firm of having 
obtained extensive quotas of cement and having 
sold that excess In black market and also of 
having exchanged quantity In solidified cement 
with Govt. stocks. Shrl Nalk has also secured 
tWo loans of Rs. I lakh and 30,000 respectively 
from the State Finance Corporation to carry on 
busslness of R.C.C. spun pipes at Berhampur. 
Although .the factory went Into production In 
1963, it ob1alned licence from· Municipality for 
~he factory building only In May, 1964. 

20 

have been requlsl• 
tloned, but have not 
so far been received. 

Para 2 of supplementary . 
memorandum These are some fresh 
dated 20·1 0-64 allegations which will 

necessitate scrutiny 
of additional records 
and the State Gover­
nment is being requ· 
sted to make these 
avallabl e. Oral enqu, 
iries will also be 
necessary; 



PRIJiiTED ~T NALANDA PRESS, 
,Il-,39, South Extention (Part•l) 

Ring Road, .NEW DELHI-3 


