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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorid 
by the C~:~mmittee, do present on their behalf, this Thirty-third 
Report on the Appropriation Accounts (Defence Services), 1962-63 
and Audit Report (Defence Services), 1964. 

2. The Appropriation Accounts (Defencc Services), 1962-63 
together with the Audit Report thereon was laid on the Table of the 
House cn the 10th March, 1964. The Committee examined them at 
their sittings hcld on the 27th. 28th. 30th (Forenoon and Afternoon) 
and 31st (Forenoon and Afternoon) October, 1964. A brief record of 
the prwecdings o f  each sitting of the Committee has been maintained 
and forms Part 11" of the R<*port. 

3. The Comrnittcc have appointed a sub-committee to consider 
the cases referrcd to in paras 12, 13 and 14 of the Audit Report 
(Defence Semices). lW. Tht. Committee will present a separate 
report on these ca.ws. They propcse to include their abservatiom on 
para 28 of the Audit Report (Defence Services). 1964 in this subse- 
quent report as certain additional information on that para is atill 
awaited f ~ v m  the Ministry of Transport. 

4. The Committtw considtv-ed and finalismi this Report at their 
sitt.ing held on the 23rd February. lM5. 

5. A statement showing the summary o f  the principal conclusions' 
recommendatiow of :ht. Committee is appended to the Report 
(Apl>c.ndis XX). For facility of reference. these have been printed 

in  thick type in thth btdy of the Report. 

6. The Committee place on r twrd  their appreciation of the assist- 
nncc rendered to them in the examination of these Accounts by the 
Comptroller and Auditor C;tneral of India. 

They would also like to express their thanks to the officers of the 
Ministry of Defence for the co-operation in giving detailed informa- 
tion ask& for by the Committee during the course of their evidence. 

NEW DELHI; R. R. MORARKA. 
Fehrunry 27, 1965. -- --..- Chairiuan. 
~ i l a l c ~ t c i t a  8. 1886 (Snka). Pzt blic Accotrnrs Corn ntittee. 

*Ntt printed. (One cvc lwr led  copy laid on the Tabk of the House and five 
c~pirr pl;~. rt! 111 Parliament Library). 

(v) 



BUDGETING AND CONTROL OVER EXPENDITURE 

Audit Report (Defence Services) 1964 
1. Review of expenditure against Grants and AppropriiztioM 

Page l-Para 1.-The totals of the voted grants and charged app- 
priations for the Defence Services during the three years ending 
1962-63 and the actual expenditure incurred against them are sum- 
~narised below: - 

(In mres  of rupees) 

( i )  VOTED GRANTS 
Grants (including Supplementary 
Gnnts) . . 338.25 364-76 532'12 
Actual expenditure . . 310.17 343'63 503'99 
Savings . 28-08 21.13 28-13 
Percentage of 3 to I . 8.30 5'79 5.28 

( i i )  CHARGED APPROPRIATIONS 

Appropriations (including Supple- 
mentary .-Ippropriations) . 0.96 0.17 0.22 
.4ctual expenditure . 0.86 0.1s o -  13 
Savings . 0. 10 0.02 0.09 
Percentage of 3 to r . 10.17 14-80 39-12 

2. Savings in  Granrs Page l -Pam 2.-During the year there 
were savings under all the five pan t s  as indicated below:- 

(In crores of NP) 
Grint No. Total Savings 

Grant 

9.-Army . 349'76 11-28 
10.-Navy . 20.50 0.04 
I I .--Air Force . 87-91 10-03 
12.-h'on Iltfcctivc 11 '00 2 .Q 

I I q . 4 ~ p i t n l  Outlay . 52.95 4'14 

Out o f  the total savings of Rs. 28.13 crorcs duril~g 1962-63, a 
sum of Rs. 27.26 crores was surrendered. 



The savings under 'Non-Effective' were mainly due to the provi- 
sion for payment of arrears on account of temporary increase in 
small pensions having proved excessive. 

Referring to the overall saving of Rs. 28.13 crores (5.28 per cent) 
during 1962-63, the Defence Secretary stated that the performance 
of the Ministry had improved as compared with the previous years. 

While the Committee are glad to note the improvement in the 
p e r c e n e  of overall savings in voted grants during the year under 
review (5.28 per cent). they note that the amount of the total saving 
during the year was the highest (Rs. 28-13 crores) for the fiw gear 
p r i e d  ending with 1962-63. The Committee feel that there is scope 
for further improvement in the standard of budgetmg fn order to 
minimise the gap between the estimates and actuals. They h o p  that 
the position will be kept under constant watch. 

3. Some instances. where the budget provision proved excessive 
or unnecessary, are mentioned below: - 

(In crores of rupmr 

Nature of itan Budget Actual UnutiIised I'ercen- 
provision expen- provision t a g t  of 

diture unutilisal 
provisioa 

( i)  Manufacture of certain 
items in the ordnance 
factories . I ' 2 5  

(ii) Purchase of Plant and 
hlachincry for factory 
projects . 5 . 0 0  3.56 1 '44 28 .8  

(iiij Investments in the share 
capital of Mazagon 
Dock Ltd., & Garden 
Reach Workshops Ltd. 0.75 . . 0.75 100 

(iv, (hnstruaion of' naval 
vessels 1 '75 0.53 1.22 69.7 

(vj Purchase of air Frames 
and engines from abmad. 5'87 1 - 4 1  4-46 76.0 

(ti) Purchase of aviation 
stores : 
(a) in India . '5'33 3'72 2.61 41 -2 
(bj abroad 6.13  4 '20  1-93 31 - 5  



Considerable savings had occurred under items (ii), (iv), (v), 
and (vi) during the year 1961-g2 as well. Explaining the reasons 
for large sums obtained for implementation of manufacturing and 
other schemes remaining unutilised, the Secretary of t h e  
Ministry had informed the Committee last year that most 
of the manufacturing projects involved outlay in foreign exchange. 
As at the time the estimates wcrc framed, or even much later, 
there was no definite indication regarding the extent of foreign ex-- 
change that would be available. accurate budgeting in matters like 
these was inherently difficult. Hc had further stated that unless the 
requisite foreign exchange was made available in time, given the 
rupee port of the exycnditurc could not be incurrccl tc: the ex tmt  
envisaged (Cf para 3 of 17th Report-3rd Lok Sabha) . While con- 
sidering the saving= for the year 1W2-63 the Committee desired to 
be furnishccl with a note stating the details o f  a n  surrenders made 
in respect of items ( i )  to (vi) abcve due to non-availabili:~ of foreign 
exchange during the year and the extent t o  which the foreign ex- 
change was provided for these item:., during the years 1963-61 and 
196465. A copy of the note furnished by ?he Min~s ;n  is given in 
Appendix I. 

In the note the Ministry of Defence have now stated that the 
manner in which f o r e i p  cxchange is; released by Government and 
the expenditure budget is framed are such that except in very rare 
cases. the surrender in the budget ha3 no direct rclaticn t o  thti avai- 
lability of foreign exchange. The foretgn cschange is dealt with on 
what is called a "comrnitmcnt" basis. Every sis months. the Dcbfence 
Milustry are required to fort*cast the f c m g n  eschange they require 
in  respect of indents involving foreign eschange expenditure. whlch 
they will send to the purchasing organisa;ion during that half year 
and against that forecast demand as allocation is made. Themfore, 
I i l t a  availability or ncn-availability of foreign exchange dtvides whe- 
ther a particular project or purchase involving expenditure of foreign 
exchange should he approved at that lime. This is usually much 
earlier then the date on which such expenditure on such a project 
[*an feature in the budgct. The provision in the budget f01. expndi-  
ture is usually against commitments of foreign exchange made a year 
or more rsrlier. The Ministr?. have further stated that l t  is not 
passibit? tn relate thc surrenders speciftcaily to non-availability of 
foreign exchange or to stati? that the requisite foreign exchange was 
provided tor in the mbeqtient year. The Ministry have added that 
the .wrrmders In quite n numb~r of cnscs in so far as they relate to 
forpign exchange again do not apply to forciw cscbanpe availability 
as suctl. They pertain ta the fact that t h ( ~ i g h  the fnrei-pn exchange 



may have been made available a year or two earlier and an indent 
pu t  forward, the delivery dates promised or anticipated in respect of 
the supply of goods are not adhered to for various reasons. 

In reSpect of projects which were deferred as the projects were 
not ready for implementation and where the budgetary provision 
had been made as a result of optimistic estimation of the schedule 
of implementation, the foreign exchange had to be found in subs+ 
quent years when the projects were ready for implementation. But 
the surrenders in 196243 were not due to the non-availability of 
foreign exchange but due to optimistic budgeting. 

The Committee regret to observe that the explanation given by 
the Defence Secretary before the Public Accounts Committee last  
year (1963-64) that surrenders were due to non-availability of foreign 
exchange involved in most of the manufacturing projects, does not 
appear to be consistent with the position now explained to the Com- 
mittee. 

The Committee feel concerned to note that in spite of the allot- 
ment of foreign exchange for these important schemes. the Ministry 
have not been able to utilise the funds to the extent expected, re- 
sulting in short fall in planned targets. The Ministry have urged 
that the surrenders were due to optinlistic budgeting. The Com- 
mittee find from the Ministry's note that the savings on .these 
schemes were due to non-materialisation of supplies of stores or 
non-implementation of certain schemes. The Committee feel that 
in the light of the experience of the Ministry about the procurement 
of stores and implementation of various manufacturing schsrnc-s, it 
should he possible to achieve better results. The Commit tee arc not 
happy over the shortfall of expenditure in case of these important 
schemes which have a direct hearing on the country's defence efforts. 

In para 4 of their 17th ~ c p o r t :  (3rd Lok Saba). the Committee 
had suggested that in case where a final decision about the imple- 
rnentat~on of the schenles has not been taken, only a token provision 
should kc made in the budget. They would like to know the action 
taken in this regard. 

4. The Committee had desired to  be furt1isht.d with n statc*mthtlt 
showing thc  pt~sit~cm of allotment of foreign exchange again.it the 
demands of the Defcnw M1n1s:r-y and its util~satrcn. from the  ?.car 
1955-56 to 1963-64 in the form given at Appendix TI. The information 
is still awaited. In  the absence of this mformation i t  is not pr~ssibh? 
for the Committee t o  come to any  r.c:nclusion whether shortage of 
foreign exchange was one of the rcasons for the slow progress of any 



of the projeuts of the Defence Ministry, in the past. I t  has been 
added that Government from time to time allocate the available re- 
sources of foreign exchange to the various Mhbtriqs after taking 
into account the relative priorities of all demands received. The 
Committee feel concerned to note that on the one hand the Ministry 
of Defence have been requesting for more and more foreign ,exchange, 
and on the other they are not able to utilise even the .reduced 
allotments made to them as indicated by the large surrenders made 
by them. Also the Committee feel that the manner in which the 
foreign exchange has been utilised leavej much to be desired. 

Supplementary Grants-Para 3, pages 2-3. 
5. Supplementary grants, tctalling Rs. 132.61 crores (Army 

104.10; Navy--@ 40; Air ForcP-8.00 and Capital Outlay-20.11) , 
were obtained during the year. Out of these, supplementary grants 
amounting in all to Rs. 132.10 crores were obtained during November, 
1963 and February. 1963 to meet the situation created by the 
Emergency. 

In view of the ultimate saving of Rs. 10.03 crores in Grant No. II- 
Air Force. thc whcle of  the .supplementary grant of R3. 8 crores 
obtained under thls grant in November, 1962. prnved unnecessary. 
Thc Commlttte a s k d  for thc justificaticn of obtaining a supplemen- 
tary grant for the purchaw I ,  stores for the Air Force. 1;-hile a 
review of the requirements made within four months of the cclm- 
nwncc*mcnt of thr  financral yew- had shown that :he orrrfinal prcvi- 
sion f o r  t l w  pllrchse of a ~ r  frnnws and englncs would be cscesslve 
by Rs 200 lakhs. The Defenccb Sccrctsry esplaincd that thc supple- 
nwntar-y grant of Rs. 8 crores was takcn on an ad hoc basis mainly 
for p:1rch:is~ of awcraft from whichever source these werc available, 
and thc saving knc:wn in Aupus~,  1962 was also taken into cmsidera- 
t~on .  I n  t t w  supplementary Dcnlnnds for Grants placed Ixfore the 
1.c1k Sahhw the follow mg rc:ison was given for this Demand: 

"Thc additionnl provision is required to nwet the anticipated 
cxtrit cspcnditure arising from thc various measures. 
similar to thcsc mwtiont~d ~rnctcr Demand No. 9*, taken 
l y  thtl Air Forctb t o  mtvt thr  Chinese aggression". 



The Committee feel concerned over the supplementary demand 
remaining unutilised especially as it was urgently required in tho 
wake of the Emergency. 

6. I n  .September, 1962. a supplementary grant of Rs. 11'37 lakhs 
was obtained under 'Capital Outlay' to recoup the advance taken 
from the Contingency Fund in June, 1962. in connection with t h e  
setting up'of an Undergraduate Wing at the Armed Forces Medical 
College, Pwna. The actual expenditure on this account during the 
year was only Rs. 5.03 lakhs. The advance taken from the Contin- 
gency Fund in anticipation of the vote of Parliament proved to be 
considerablv in excess o f  requirements. 

In evidence. the Defence Secret,ary st atcd thst cspcndit~trcl was 
considered to be a 'New Servicc~'. The  funds were not utilisrd fuiiy 
as after a further review of requirements in December, 1962 alter- 
ations in one building were considered unnecessary and the revised 
requirements for the other building were not completed. The wit- 
ness admitted that it was a case of somewhat I ~ K X C  planning. T h e  
Committee pointed ou! that according to the nnrnlal practicr. thc* 
amount of an  advance from the Contingency Fund should be enough 
to meet only the immediate reyuironmt pending the sanction of a 
supplementary grant. but in the present c a w  the advance was taken 
for the entire expenditure required for the schcmc. Thc Defence 
Secretary, agreed that a smaller advance should h a w  been obtained 
in this case and assured the Committec that the correct procedure 
would be followed in future. 

The Committee feel that money drawn from Contingency Fund 
should not generally be in excess of what b required for immediate 
use in anticipation of the vote of Parliament. They desire that noees- 
saw instructions may be issued by the Ministry of Finance to all the 
Ministries to follow the correct procedure in this respect. 



ARMY 
(ENGINEER-IN-CHIEF'S BRANCH) 

Audit Report (Defence Services) 1 W  

Loss of Cement-Page ,%Para 4 (ir) 

7. As the stock ledger of cement maintained in a Garrison Engi- 
neer's office was reported lost on the 21st November, 1962, a new 
Icdgcr covering the period from the 30th September, 1961 (balance 
o n  which date was known) t.o 20th November. 1962 was reconstruct- 
c u l  on the basis o f  available documents. 1381 metric tons of cement of 
t.he vz~luc of Hs. 2.21 lakhs was found short in stock. 

A Court of Inquiry ~ r l x r t c d  in February. 1963, that certain em- 
p1oyc.c~ were rtqx)nsible for the loss of cement and the connected 
rwlr  (is and that thcrc* L V ~ S  o\ . t~a l l  lack of supervision. 

The case was reported to the  Sptrial Police Establishment in May, 
IW3. who completed investigation in July. 1964. 

The Defence Secretary stated that ~mmediately on the loss of the 
stock ledger being reported on 21st November, 1962, the Barrack 
Store Officer scaled the ciSmcnt godown, and the Garrison Engineer 
ordered a Board o f  OfFicers to make a physical check of the ground 
balances. The checking of the ground balances was completed on 
30th November, 1962 and the first impression was that there was only 
a shortage of 100 metric tons of cement. On a request from the 
Chmison Engineer to the Area Commander, a Court of Enquiry was 
const i t  u tcd on the 7th Deccm ber, 1962, which con~pleted its findings 
on the 23rd February, 1963. During the course of the enquirv. the 
cement accounts were reconstructed on the basis of a balance of lCOO 
tons shown on the 30th September. 1961 in the audit objection state- 
ment and the subsequent receipts and issues, information about which 
was available from other records. This disclosed a shortage of 
1381 nrctric tons of ccmcnt for the period 30th Scptcmber. 1961 ta 
20th November, 1962 The accounts were also checked by the in- 
ternal audit. During this pcriad two storekoepcrs had held the 
charge. The first-storckc?cpcr had handed over the charge to the 
other on the 20th October, 1962. 



The Special Police Establishment to whom the case was referred 
for investigation in May, 1963 submitted their report in July, 1964 
stating that it was a case for departmental action, and no criminal case 
could be established for want of evidence. According to the S.P.E's. 
findings the two storekeepers (old and new), one mazdoor, one peon 
and one supervisor of the Garrison Engineer's Office were responsible 
for failure to keep the records properly and lack of proper supervis- 
ion. These officers had been served with charge sheets and their 
explanations were awaited. The second storekeeper had been sus- 
pended on the 7th December. 1963. The question whether there vs 
any lapse on the part of the Barrack Stores Officer and whether 
action was called for against him was under examination. The wit- 
ness added that the Garrison Engineer had been removed from ser- 
vice on 27th September. 1964 on another charge tric". excess accumu- 
lation of wealth. 

Asked about the responsibility of the peon and mazdoor in the 
case, the witness stated that the peon was responsible for the loss 
of the cement ledger, and the mazdoor, who had been allowed to do 
clerical work, had been instrumental in fabricating and tampering 
with the gate pass. 

The Committee asked whether the cement was actually received 
in the depot and then pilfered. or it did not arrive at all and only the 
accounts were manipulated. The Defence Secretary statcd that the 
fact that in one case the figure in the gate pass was tampered with 
to read 103 tons instead of 3 tons indicated that the cement secmed 
to have actually arrived in the depot. But no other tampered gate 
pass was found. The Comptroller and Auditor General pointed out 
that the balance of 1000 tons shown on 30th September, 1961 in the 
audit objection statement referred only to the figure shown in ;he 
books and it was possible that the ground balance on that date might 
be less. The audit objection then was that as against the maximum 
authorised limit of 800 tons. the depot was holding 1000 tons accnrd- 
ing to the books. 

The representative of the Central Bureau of Investigation sta:ed 
that it was possible that the embezzlement was startc~i e w n  b fore  
30th September, 1961. The witness added that the case was rcfcrred 
to the Special Police Establishment when some of the imprtanr  
ledgers had been missing and it was not possible to find out at rhdt 
stage how the misappropriation took place. &krd whether accnrdlng 
to the investigation by the Special Police Establishment, ccment had 
actually arrived in the dcpot, the witness stated that all rvidmce 
in the records showed that the cement had been rcceivd. The 
Canmittee desired to know whether any enquire had becn made 



from the suppliers. In a note furnished to the Committee, the Centrat 
Bureau of Investigation have stated that according to the Railway 
Receipt Register cement had been received correctly. Also neither 
*y of the suspect officers took the plea nor any body else dated  
that there was any shortage in connection with any receipt. In th- 
circumstances, there was no necessity of checking the records of t h e  
suppliers. 

In reply to a question, the Defence Secretary stated that accor?ing 
*to  the procedure, stores had to be physically verified by the Barrack 
Storekeeper once every quarter and by the Garrison Engineer and 
the Assistant Engineer occasionally. 

In the present case the stock of cement had been verified by an 
officer nominated by Garrison Engineer on the 27th September. 1%2, 
but no shortage had been disclosed. The witness added that accord- 
ing to the Court of Enquiry and the Special Police Establishment,. 
the ledgers themselves had been tampered with, and so the tallying 
of the balances with the physical stock did not mean that there was 
no shortage. 

Esplaining the remedial measures taken, the I\-itness stated that 
necessary instructions had been issued on 26th October, 1964 to the 
Chief Engineers to ensure that their standing orders were comwc- 
hensive and laid down the correct procedure for issue, recoupment 
and maintenance of stores and covered specific duties of individuals 
responsible for these. 

The Cammittee arc perturbed over the misappropriation of cement 
h such a large measure (1381 metric tons or 27620 bags) in all con- 
tinuing over a period of more than a year (30th September, 1961 to 
20th November, 1962) without being detected. According to tlic rr- 
presentative of the Central Bureau of Investigation, it was pessrhle 
that the misappropriation might have been started even b fo re  30tb 
September, 1961. I t  is regrettable that there was no proper super- 
vision by the higher officers over the accounts of cement maintained 
by two successive storekeepers, which facili tat& misappropriation 
over a long period. What is worse, the physical stock verification 
carried out as late as on 27th September, 1962, i.e.. only about 14 
months before the loss of the stock ledgers. did not disclose any short- 
age of cement. According to the Court of Inquiry and the Spacial' 
Police Establishment this was due to stock ledgers themselves beiag 
tampered with. This only leads to the conclusion that the stock 
verification was done in a perfunctory manner. Judging from this 
case, the Committee are rather alarmed about the state of affairs in 
the Store Depots of M.E.S. It shows a c ~ a p i e t e  failure of supervis- 
ion by the supervisory ofIicers, as otherwise these shortages would' 



hove come to notice during periodical physical verification of st- 
me Committee suggest that a serious view should be taken for laxity 
of supervision in this case against those found responsible for it. 
They also note that instructions had been issued to the Chief En- 
gineers to review their standing orders in order to ensure that them 
lay down the correct procedure of issue, recoupment and maintenance 
of stores and covered specific duties of individuals responsible for 
these. The Committee suggest that these matters should be kept 
under constant review. and the higher oficers should keep a close 
watch over the maintenance of accounts. 

I t  is unfortunate that although the Special Police Establishment 
took 14 months to investigate this casc, they could not establish whe- 
ther such a large quantity of cement was actually received in the 
depot and thereafter got pilferred or it was diverted directly to the 
outside agencies and the accounts manipulated subsequently. The 
Committee are surprised that no criminal liability could be estab- 
lished although there was round the clock security arrangement in 
the Military depots and even though the official records had been 
tampered with. 

Another unsatisfactory feature of the case is that no action was 
taken to suspend the officials 0th- than the storekeeper, who had been 
held responsible for the loss by the Court of Inquiry. The Committee 
had desired to be furnished with a note stating the reasons for this 
lapse In a note furnished by the Ministry of Defence it has been stated 
that the suspension of the other officers was not considered necessary 
by the CWEGE as they were posted to fat away stations and were not 
in a position to interfere in the investigations. The Supervi~or. Bar- 
rack Stores, Grade I waq transferred elsewhere on 14th Septcmbrr, 
1962 and the storekeeper on 28th December. 1962. The Committee 
would also like to know the outcome of the disciplinary action initiat- 
ed against the two storekeepers, the mazdoor, the peon and the super- 
visor of the Camson Engineer's W k e ,  as also the Barrack Storcs 
Officer. 
Page 15-pra 20-Excess payment to  a contractor. 

8. In January. 1961, a contract was concluded by the Minit;lry En- 
gineer Services for the construction of 12 'D' type quarters by Sep 
tember. 1962. at a cost of R7. 7:16 Iakhz. Thc rontrac:or chd not pro- 
gress the work after July. 1962 and thr contract was cancelled at his 
risk and expense nearly 8 months later in March, 1963. I n  thr  mean- 
time. upto March 1962, the contractnr had hccn paid Rs. 6.22 lakhr 
on the basis of the certificates recorded by the Garrison Engineer. 
Subsequently in March, 1963, the value o f  work executed and storen 
left a t  site was estimated bv a h a r d  of officers at Rs. 5.58 lakhr, 
indicating that an overpayment of Rs. 0 64 lakhs had occurred. 



In respect of another building contract concluded with the WIU 
contractor in December, 1981 an overpayment of Rs. 0.63 la& had 
ocrcurred in similar drcumstances. 

The works left incomplete by the contractor had been entrusted 
to other contractors a t  higher rates, involving an excess expenditure 
of Rs. 0.77 lakhs. Under the terms of the contract, this amount is 
also recoverable from the original contractor. 

Thus a sum of Rs. 2.04 lakhs is due for recovery from the contractor 
against which the security deposit held by the Department is only 
Rs. 23,100. 

The case has been investigated by the Special Police Establish- 
ment. 

The Committee enquired about the departmental action taken 
against the officer responsible for making an overpayment to the 
contractor. The Defence Secretary stated that as the records relating 
to the case were still with the Special Police Establishment, no action 
wuld  be initiated. Although according to the instructions, the Special 
Police Establishment were to be supplied with onlv photostat copies 
of the orgnnl documents, in a number of cases the entire oiqinal 
documents had been handed over to the Special Police Establishment. 

The representative of the Central Bureau of Investieation s'ated 
that this case had been registered bv the Special Police Establishment 
on the basis of their own information. Later thev were asked ht- 'he 
Defence Ministry that the Special Police Estab1;shmeqt enrn~iry 
might be stopped till the completion of the departmen'ai enauiry 
which had bccn proposed to be started. As bv t?mt time suffirient 
evidence had been collected by the Special Police Establishment for 
making out 3 Case for prosecution. the Ministry were advtsed not to 
proceed with a departmental enquiry. The witness added that the 
mvc;fir?n:inn hat1 hrvn cnmplrtcd and i t  hqs bnen prnrospd to la*mch 
prosecution against sewn persons including the contractor and the 
Garrison Engineer. The sanction to launch prosecution was b e n g  
applird for. 

Askrd h n v  the ovcrpiiymcnt to the contractor waq not detected by 
the Defcnct. nut  hori tics, the Defence Secretary stated that under 'he 
existine proccflurca the Garrisnn Encincer ivac authorised to make 
on account pnvmerlts and checks in this regard were made onlv at 
thc trrnc o f  !hc* fin:~l ,:ctjus!mcn* of the nccountc. T9c w t ncv  acfrvd 
that nrrion to rcrovcr the amount of Rs 2.04 Iskhs due from the 
contractor could hnvc bccn taken before the finalisatinn of the cri- 
minal iriwstigation. Hc ?romiscd to obtain (he  relevant documents 
which w r e  with the Special Pnlicc Establishmmt, and take depart- 
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m,tal action. The witness added that the contractor had been 
black-listed, and "he had declared himself as insolveat!' 

The Committee feel concerned over tbc manner in which over- 
payments amounting to Rs. D.64 lakh and 0.63 lakh were made to the 
coptractor on the basis of the certificates issued by the Garrison En- 
gineer. The Committee suggest that in order to avoid recurrence d 
such cases the feasibility of augmenting the existing provision5 of 
check by Internal Audit on account of payments made by the Gar- 
rison Engineers may be examined. The Committee would like to 
know the outcome of the criminal proceedings against the contractor, 
the Garrison Engineer and five other officials. 

Another aspect of the case which worries the Committee is that 
against a s u m  of Rs. 204 lakhs due from the contractor, his security 
deposit with the department amounts to only Rs. 23,100. According 
to the witness, the contractor "has declared himself as insotvent" 
The Committee arc unable to understand why action was not initint- 
ed early to recover the amount doe from the contractor. The Dc- 
fence secretary agreed during evidence that action to recover this 
amount could have been taken before the finalisation of the criminal 
investigation for which all the relevant documents were still with 
the Special Police Establishment. He promiwd to obtain the relevant 
documents from the Special Police Establishment and take action in 
the matter. The Committee would like to be informed about the 
outcome of tbe action taken to recover the amount from the contractor. 

The Committee had desired to be furnished with a note stating 
the basis for obtaining security deposits from the contractors, which 
is at Appendix 111. The Committee suggest that gaining experience 
from this case the Minimtry should examine whether there L a need 
for enhancing the recovery of security deposits from the eontmctors. 
Ewgency  Works Plocedute-Page 5, para 4 ( v )  

9. In November, 1962. 'Emergency Works Procedure' was intraduc- 
ed for the execution of works nc.cssitated by the emergency. In  
respect of works authorised by the lower authorities, serious irregu- 
larities, 4.9.. splitting up of projects to avoid sanction cf higher au- 
thorities. sanction of accommodation without prnper authority or in 
excess of requirements, departures from appropriate scales and speci- 
fications, were reported to have come to notice of the Internal Audit. 

The competent financial authorities am a h  empowered to order 
commencement of urgent works, in whole or in part, in anticipation 
of the administrative approval to the estimates of expenditure under 
8pedkd heads. During the period of four months ending March, 
1963, Government approved the commencement of 28 works at a 
(0t.l estimated cost of Rs. 4l.m emm. Out of these, in v t  Ob 



20 works estimated to cost Rs. 34.79 mores, administrative approval 
to the estimates of expenditure has not yet been issued. The expen- 
diture incurred on these 20 works upto the end of November, 1963, 
was Rs. 5.37 crores. 

The Committee asked for the reasons for the delay in issuing. 
administrative approval in respect of the 20 works. The Defence 
Secretary stated that certain works had been approved at that time 
taking into account the expected increase in the size of the units 
But, subsequently the organisation and the size of the units had been 
under consideration. In view of this uncertain situation, the r e q u b  
mcnts of accommodation had to be revised. But it was not possible 
to issue administrative approval untiI a Anal decision on the size of 
the units. on which depend the requirement of accommodation, was 
taken. 

While the Committee appreciate the Miaisbry's point of view t&t 
changes in the requirements of accommodations might have taken 
place after the nacaapsity for the projects was -tCd, t b y  feel con- 
cerned over the deiay in according administrative approval to such 
worts. In the cnsc of the 20 works ref@rted to in the Audit para, 
more than a year has already elapsed since their sanction. The Com- 
mittee hope that necasrary administrative appwal  will be isstlsd 
soan in thaw CPXS. 

10. The Cammittcc drew attention to the irregularities in respect 
of works authorised by the lower authorities e g .  splitting up of pro- 
jects to avoid sanction of higher authorities sanctioning of ammmo- 
dation without proper authority or in excess of requirements, depar- 
ture from appropriate scales and specifications. Referring to the 
splitting up of projects, the Defence Secretary stated that out of 3191 
cases in which the subordinate authorities had been delegated powers 
under thc mergency proccedure. this irregularity occurred only in 8 
cases upto March, 1964. It was urged that in the prevailing situa- 
tion, the officers were anxious that the training programmes should 
not suffer because of delay in completion of the projects, and they 
ex&ed their powers in some cases. In some cases splitting up 
resulted from phasing of the jmjects to meet immediate requirements. 
Obtaining sanction of higher authorities would have delayed the pro- 
jects. The witness agreed that the officers should not have exceeded 
their powers. The witness added that in these 3191 cases, the 
of abjections and the number of occasions were: power exceeded, 
80; acquisition of land, 16; unauthorised items, 37; incofpecf scales of 
specfflcations, 29; and splitting af works, 8. On the irregularities 
m g  pointed out by the Internal Audit, it was impressed upon the 
oiltcem not to t q n a t  them and as a result of this there had been a 



reduction in the occurrence of such cases. The witness assured the 
Committee that these cases would be examined by the Minfst~y and 
that each case would be dealt with on its merits. 

Referring to 4 cases of the sanction of accommodation without 
proper authority, the Com?troller and Auditor General stated that 
there was one case of provision of an airconditioner in a Military 
Hospital. The details of the case furnished are, which are at Appen- 
dix XIX. As regards the remaining three cases, the witness stated 
that .the objection in one case had been settled, the details were still 
awaited in the second case, and in the third case the sanction had 
been cancelled before any expenditure was incurred. 

In regard to the two cases of sanction of accommodation in excess 
of requirement involving Rs. 75.82 lakhs, the witness sta'ed that the 
matter was still under correspondence with the internal check 
authorities who had been asked to furnish date as to how the ac- 
commodation was in excess of the requirement. The Committee 
desire that the objection should be settled early and a report submit- 
ted to them. 

11. The Committee also desired to be furnished with the Ministry's 
comments on the 4 cases of departure from appropriate scales (invol- 
ving Rs. 95.18 lakhs) and 4 cases of departure from specifications 
(involving Rs. 24.54 lakhs). This information has been furnished 
(Appendix XIX) . 

While the Committee appreciate that in the situation prevailing 
during the emergency, the officers are anxious that there should not 
be delay in the completion of urgent projects, they desire that the 
officers should not exceed the enhanced powers delegated to them 
under the emergency procedure. The Committee note that inc;trac- 
tions have been issued by Army Headquarters to lower farmntions 
to guard against recurrence of wch defecls v t z .  spl't'ing of projects, 
sanctioning of unauthorSwd acrommodation or accommodat'on in 
exre<\ of requirements and departure from approprinte scales and 
spec.ificationk. The Committee were a! r )  aswred that the cases 
under objection hy Internal Audit would be examined by the Minis- 
try and suitable action tdicn in each caw. They hope that further 
remedial mear,urek, if any, necessitated as a result of this examina- 
tion will he taken hy the Ministry. 

Extra pirymcnt due to  ttzcorrec? r . ~ r i m r l f ? m  of qvcir l t i ty  of work and 
non-ndji~stmmt of rnrfs-pqea 1516. pura 21. 

12. A contract for a scv;:iqca ci~sposal work provided for 12.100 
cubic feet of excavatmn by chiwltinq in hard rovk in trenches at 
rates varying from RF. 43 to Rs 65 per hundred cubic feet, depending 



upon the depth One of the conditions was that deviations ordered 
on any item of work in the contract should not exceed plus/minus 
50 per cent. of the value of that item. 

The work was commenced on the 20th August, 1959 and cam- 
plefed on the 15th September, 1960. The total quantity of excavation 
in  hard rock done was 1,50,600 cubic feet, i.e. more than twelve 
times the quantity indi-ated in the contract agreement. 

The SO per cent. permissible Vmit of deviation was exceeded a s  
earlv a.; Januarv, 1960. but no action was taken bv the authorities to 
n~cyotiste a rate for the cxc-.: quantitv uvder this item. The con- 
tractor informed the Commander Works Enr&mx in June, 1960. that 
he exner+c? h ~ s  irrst claim for  rock cuCting done in excess of the 
cov~tracted quantity to be considered. The contractor did not, how- 
ever, cl?im anv hiqhcr rate unto the 12th 0-tober, 1960. by which 
date, elevcn running account bills had been passed. 

Thc Dcparmterlt isstlcd cov~ring clnviation orders on the 15th 
Scntnmber, and the 19th October, 19GO providing for the excess 
qu??titv to be paid at the contract rates; tho contractor. however, 
c l ? im4  Rs 1-01 lakhs over and above the amount due at the 
ccvitr-?cf ra'e This additional claim which was based on the 
Stnndnrd Schedule o f  Rales plus twmty  per cent was re-ected by 
thc D r v l r t l ~ , ~ n t .  T ~ c  c w e  wn5 suhwqucn?ly referred to an arbi- 
trator who awarded Rs. 99.350 in favour of the contractor. 

Thc Cnmmittcc a s k ~ d  the reasons for not negotiatlnp fresh rates 
with thc contrac'or after the denation escecded the 50C; hmit 
f iwd In the contract The En~lneer-in-Chief stated that in that case 
thrb C,~..rtwn Enzincrr nwuld have had to s;o? the work and enter 
into lengthy negotiations \n th  the contractor. But even :hen it 
would not have bmn possibl~ at this stage to estimate the additional 
digdng work involved, until the work was completed. The Garrison 
En(fineer, therefore, allowed the work to be continued without 
deciding about the  rates. At the end of the work the contractor 
submitted a claim, which was rejected by the Garrison Engine- 
S3vlnR that the extra work would be paid far at the contract rate. 
The dispute was. therefore, referred to arbitration. In regard to 
the under-estimation cf the work, the witness stated that as the 
work was below the ground, it could not have been estimated 
correctly unless holes had been bored. But, since, it was only a 
work of laying sewage lines, this method was not adopted. 

In reply to a question, the Defence Secretary admitted that the 
Garrison Engineer exceeded his powers in allowing the deviation 
of more than 60 per cent without obtaining the sanction of the 
higher authoritg. 



The Committee find no jasti0cation fez the failure of tb0 

Garrison Engineer concerned not to negotiate rates for the extra 
digging work when it was r e a l i i  that the work was exceeding tb. 
quantity mentioned in the contract. It is mp t t ab l e  that the 
Garrison Engineer also exceeded hi powem in allowing more than 
50% deviation in the work without obtaining the sanction of the 
higher authorities. The Committee were informed during evidence 
that instmctions were being issued that where estimates were likely 
to be exceeded for some reason, the work should not be stopped but 
the rates should be negotiated immediately and necessary sanction 
obtained. The Committee would like to be furnished with a copy 
of these instructions. The Committee alqn hope that such cases will 
not recur. 

Wasteful espendi tur~ on procurement of steam coal-Page :&- 
para 22 

13. A contract concluded by the Chief Engineer, Western Com- 
mand. in November, 1962, for the strengthening of an existing 
runway provided for the supply by Government, at the contractor's 
option, of road rollers-petrol, diesel or steam driven-and also 
steam cod, if steam road rollers were used. Without specificaily 
ascertaining the type of road rollers that were being released by 
the Engineer-inchief (viz. steam, diesel or petrol driven), order 
for the supply of 2000 tonnes of steam coal was placed by the Head- 
quarters, Western Command, on the 17th October, 1962, before the 
contract was concluded. The Coal Controller authoriscd the 
collieries on the 7th November, 1962 to supply the coal. 

The Garrison Engrneer came to know on the 27th November, 
1S2, that pert01 driven road rolIers were being supplied. On the 
same date he requested the Commander Works Engineer to have the 
undespatched quantity cancelled. Before this could be done, the 
entire quantity was despatched by the collieries by the 28th Novem- 
ber. 1962. 

Out of a total quantity of 1884 tonnes received by the Garrison 
Engineer during November, 1962 to January, 1963, 78 tonnes were 
issued to another formation in August, 1963 and "the balance remain- 
ed to be disposed of. 

The Defence Secretary adrmtted that the Garrison Engineer 
should have ascertained about the type of road-roilers 

being wed for the work, before placing orders for coal. the wit- 
n w  added that it was proposed to take disciplinary adion against 
the ofacer concerned As regards the surplus coal the witness stated 
that a part of it had been utilised 



The Committee regret to note that due b lack. of coordb-  
btween the Engineer-in-Chief and the C o d  authoritha aboot 
the type of road-rollers bsing released for the work, avoidable cxpen- 
diture of Rs. 1:16 lakhs was incurred on the procurement af 1884 
.tonnes of steam coal. The Committee would like to know the disci- 
plinary action taken against the officers concerned. 

Extra expenditure due to acceptance of contract at high t a t @ - P w s  
17-18-para 24. 

14. In his report for the half year ended the 31st December 1M1, 
the Chief Technical Examiner reported that in two contracts enter- 
ed into by a Commander Works Engineer for provision of sewage 
disposal works etc., the level of rates in one of the contracts accepted 
on the 19th March, 1960, was 5 per cent below the Standard 
Schedule of Rates and that in the second contract accepted on the 
22nd March, 1960, it was 84 per cent above the Standard Schedule 
of Rates. 

The rates relating to items involving rock cutting, in which v e q  
wide disparities were noticed, were as follows: 

$1. Item of work 
No. 

Unit Kate in Rate in 
contraa contract 

' A '  'B' 

Rs. Rs. 

I .  Excavauon in trenches in 
rock upto 5' depth . . I ~ F C  30.00 1oo.00 

2. Ditto but exceeding 5' and not 
cxcccding 10' depth . .. 30.00 140.00 

3. Excavation over arca in 
rock upto 5 '  depth . n 25 -00 IOO.*OO 

4. Ditto but exceeding 5' and 
not .ex~xcciing I o' depth . D, 30.001 140 - a0 

- 

The Commander Works Engineer attributed this wide disparity 
In rates to the large quantity of blasting involved in contract 'B' 
and to an allowance for making good the damage that might be 
caused to buildings during blasting aperations. It was further 
explained that in blasting operations no control could be kept on the 
volume of rock excavated and that the contractor had to repair 
large quantities of extra excavation for which no payment was 
permissible. 



The Chief Technical Examiner, however, did not accept this argub 
ment and pointed out that even for an additional lift of 5 ft. of exaca-, 
vated rock, contract 'B' provided for an extra Rs. 40 per 100 c. ft. as. 
against Rs. 5 in contract 'A'. He further opined that no proper scru- 
tiny of tender was carried out before axeptance and that there was-. 
no justification for the acceptance of high rates in contract 'By. 

The Chief Engineer after discussion with the Chief Technical 
Examiner in March, 1962, held the view that the fair rate for item 2'  
above would be Rs. 50 per hundred cubic feet. 

In evidence, the Defence Secretary stated that originally it had 
been proposed to take up the two works together. But as there was 
no response from any tenderer. it was decided to split up the tender 
and award two contracts. The tenders for the contracts had bnen 
received on the 19th March, 1960 and 22nd March, 1960 respectively. 
A tender for contract 'B' had also been issued to  the succes~ful 
tenderer of Contract 'A' but he did not tender. The succnl;sful 
tenderer of contract 'B' had aiso tendered for contract 'A' and h's 
rates were about 50 per cent higher than the lowest tendvr. T!w 
rates of the successful tendered in  cnntrwt 'A' wore nenrlv one-third 
of the rates of the other tenderers in the same cqntract. 
The witness agreed : h ~ t  2 f ' g . r  nnenh-  thp trndn7.~ in 
contract 'B' the engineer concerned should have neg-tiatcd 
with the successful tcnderi>r o f  t?r C:c4r-ct '12'. Th. t - . ~ n l n n ~ + ~ o . l  nF 
the officer concerned for failure to do so had rccc n ? l s  h e n  cnllcd for 
and his reply was awaited. Aqked whv no >cbis)n n p / n s t  t hc  nqc. Ir 
was taken in sp'te of the report of the C.T.E t h ~  ~~i'tlesi rt.r.lird 
that at one time it had been felt hv t h n  au4httritich~ concrl:-wd ? k i t  
the case did not require any further invcs*i~?t i r rn  c.onsi:lr>rin,r ? + n t  
the engineer had accepted the lowest tender. W h r ~  the mn4tOr 
came before the Ministry. they felt that the explanation of thcl 
officer should he called for and a decision taken in the lig!?? of  i t .  

In this case, even though the lowest tender received in the first 
contract a few days earlier had disclosed considerably lower r:~'c .~ 
for rock-cutting work, the loweqt tender in the second coqtrnct 
stipulating higher rates (more than three times lhme rfiverl in 'he 
lowest tender of the first contract) was accepted by thc ew,riw-cr 
concerned without making any effort to get the rates reduced. The 
proper course was to negotiate with the succe~sful tenderer of the 
first contract to undertake the second contract aiso. A l  ternetivelv 
the lowest tenderer in the second ease should have been impre~scd 
upon to bring down his rates. It is regrettable that the engineer 
concerned failed to tske these normal precautions. The Committee 
subscribe to the view of the C.T.E. that no proper scnrtiay of &a. 



tender in the second case was carried oat before acceptance and 
there was no justification for the acceptance of the higher rates. In 
spite of the fact that the contractor in the case of contract 'B' had 
quoted vfery high rates, the ofRcers concerned were not put on their 
guard in scrutinising the tender, but they awarded the contract 
more or less mechanically. As a result Government have suffered a 
heavy loss. 

The Committee feel concerned to note that in spite of the obs& 
vations of the Chief Technical Examiner no action was taken by the 
Army Headquarters agaimt the enzineer concerned for this failure, 
till the matter came before the Ministry of Defence who ordered 
the explanation of the officer to be called for. The Committee 
desire that more serious attentbn should be paid by the authorities 
concerncd to the observation of an cxpert organisation like the C.T.E 

The Committee would like lo know the action taken against tbe 
officer concerned as a result of his explanation called for recently. 

Delay in exenrtion of n schetne-Pnges 18-19, para 25. 

15. A project relating to tht  impro\vment of the water supply 
a! ;i stat ion sanctioned by Governmeqt in December. i 9 3 .  a t  an 
estimated cmt of Rs. 5.81 lakhs was commcnccd in May, 1956. The  
work was howcvcr. suspended i!l December. 1956. after incurring 
an c?spenditurc of Rs. 1.28 lakhs. as the Central Water and Polver 
Commission had esprcsst*ci t he  virtv in :luqus?. 1956, that the  pro- 
ject was uneconomical owing to poor storage fa5lities. A revised 
projwt was s:~ncticlnt.d by Govet-nmcni in April. 1959. at an estimated 
cost of Rs. 14.11 lakhs (increased to Ks. 1740 lakhs in J a n u a v .  
1'362). 

An expenditure of Rs. 15.05 lakhs had been incurred upto the  end 
of March, 196.1. 

I t  was noticed in November. 1Ml. that the masonry resenvojrs 
complctcd in July. 1961. at a cast of Rs. 4.16 lakhs had developed 
leaks. The report of a specialist film which inspected the reservoirs 
in November, 1962, showed that:- 

(i) the specifications stipulated by the Department had been 
inadequate in  some respects; 

(ii) the contractor had in some case deviated from the speci- 
fications; and 

(iii) the workmanship was not up to the standard. 



The Chief Engineer, however, considered that the original speci- 
fications were adequate and that no deviations had been allowed 
A board of ofEcers concluded that the workmanship was not upto 
the standard. 

The anticipated increase in supply of water by 1,75,000 gallons 
per day has not yet been achieved. 

The Engineer-in-Chief stated that the project for improvement 
of water supply consisted of raising the darn providing pipe line and 
construction of new storage tanks. The first phase of the project 
was sanctioned in 1964 a t  a cost of Rs. 5-81 lakhs including Rs. 2.52 
lakhs for the dam. They had given a hasty estimate of the (!am 
After further investigation and testing i t  was found that raising 
the height of the dam was not feasible. The experts of the Central 
Water and Power Commission were then consulted and it was 
decided that the best approach would bc to dccpen the bed of the 
catchment area. The deepenir:~ of the crttch~nent area was in 
progress. But the work could be done in the dry season only for 1 
or 1+, months (3layJune) in a year. The capacity of the resertwir 
would increase as the digging work proceeded, and the anticipated 
extra water supply of 1,75,000 gallons per day would t!!us be 
achieved progressively. All other works had bccn complctcd in 
June. 1964. There was some delay in the completion of work due 
to difficulty in obtaining pipes. 

On his attention being drawn to the statcmcnt in the Audit para 
that work was suspended in December, 1956 after incurring an 
expendture of Rs. 1.28 lakhs and a revised project was sclnct~nncd 
in April, 1959. the witness stated that revision of the project re1atc.d 
only to the dam but the amount of Rs. 1.28 l a b s  related to the 
subsidary work which continued. 

With regard to the leaks developed in the masonry reservoirs, 
the witness stated that as the contractor had disputed his responsi- 
bility in t h s  matter, the rectification of dcfccts had &en ordc*rtvl 
at  his risk and expense. Rcfurring ti, the obsenvititrns of t h e  s p  

.cialist firm in regard to the specifications stipulated by the Depart- 
ment being inadequate in certain respects, the witness stated that the 
Chief Engineer did not agree with these obscrvat~ons. As rcgards the 
conclusion of the Board of Cficcrs regarding thc workmanship nut 
being up to the standard, the witness stated that necessary actian 
would be taken against the oficers resp~nsible for lack of supervision. 

The Committee f e d  concerned over the delay in complttioa of 
the scheme for improvement of the water supply at the statbn, 
which was sanctioned about 10 years back. Whib the subsidiary 
works were complebd in June, 1964, the decpenhrp of rhc bed of 



the catchment area b still to be completed. The objective of the 
scheme to increase the water supply by 1,75,000 gallons per day has 
not yet been achieved. In the opinion of the Committee the delay is 
due to lack of plambg and forethought on the part of the eagbeers. 
According to the Engineer-in-Chiefs own admission, so far as the 
dam was concerned, they had given a hasty estimate. It is regretta- 
ble that the feasibility of raising the height of the dam was not 
f'ullg investigated before sanctioning the scheme in 1954, with the 
d t  that the work had to be suspended in December, 1958 w d  
the project estimates revised from 5-81 lakhs to 14.11 lakhs in April. 
1959 (later increased to 17:40 lakhs in January, 1962). 

Another disquieting feature of the project is that the workman- 
ship of the masonry reservoirs was n ~ t  up to the standard (as 
confirmed by the Board of officers), as a result of which then 
developed leaks. This indicates that there was lack of supervision 
over the work done by the contractor. The Committee would like 
to know the action taken against the officers concerned for laxity in 
supervision. They would also like to know the action taken to 
recover the extra expenditure incurred on repairs from the con- 
tractor who initially did sub-standard work. 

It is regrettable that even in a project under the A m y ,  a small 
project like this has taken a decade and still not completed though 
the necessary funds, materials and equipment were available. This 
shows that the system of both planning and execution is defective 
and needs examination with IL view to eiiminating delays and bad 
phnning. 

i n  f ruct uous e;r-pendiricre due to defective drafting of a contram-Page 
19-para 27. 

16. For excavation and earthwork, the Mllltary Engineer Services 
Standard Schedule of Rates provides for separate rates for each 
stratum of 5 feet ( i e .  there are different rates for earthwork upto 
5', 5' to I@, 10' to 15' and so on). In July. 1959 the Chief Engineer 
Southern Command. concluded an item rate contract for sewage 
d~sposal, which provided for the digging of trenches of varying 
depths upto a maximum depth of 25' at rates specified for the maxi- 
mum depth of each stratum of 5' from the ground level ( i e .  for 
trenches upto 5'. 10'. 15' m d  so on). In other respects the standard 
Schedule of Rates had been followed. 

After accepting payment of the Arst six running account bills 011 
the basis stipulated in the Standard Schedule, the contractor claim- 
ed payment at the rate corresponding to the maximum depth insterrd 
of at  separate rates for difIerent strata. The matter was referred to 



an arbitrator who awarded a sum of R;3. 36,000 in favour of the 
contractor in addition to the sum of Rs. 43,200 payable under the 
Standard Schedule of Rates. 

In evidence the Defence Secretary stated that the contract in 
this case had been entered into in the standard fonn which had 
been in existence for a long time. It  was found in this case that the 
wording of the contract was capabk of a different interpretation. In 
future contracts the wording would be improved. 

It is however understood from Audit that the.arnbiguity in this 
case was in the wording of the description of work indicated in 
Schedule 'A' to the contract Agreement whkh was not in line with 
the standard Schedule of Rates. The Committee regret to note that 
due to defective wording in the contract an extra expenditure of 
Rs. 36,000 had to be incurred in this case. Thcy suggest that instruc- 
tions be issued to the effect that utmost care is taken in wording 
the description of the work in the contract so that it is not capable 
of being given d' ff erent interpretations. 

Delay in commissioning of tube-wells-Pages 23-24, para 34. 

17. In October, 1959, Government sanctioned the instnllntion of 
seven tube-wells at a station with a view to bringing an addltionnl 
area of 900 acres of land under cultivation. Three were to be com- 
pleted by March. 1960. and the remaining four by >larch, 1961. The 
contract for the sinking of the tube-wells was. howcvcr, conc?udcd 
only in June. 1960. and the work was completed in Dcccmbcr 1960, 
at a total cost of Rs. 1.52 lakhs. 

There was considerable delay in commissionjng five tubc-~vc~lls 
and these were handed over to the users during January to hlay, 
1w. 

The other two tube-wells \\.ere handed over to the users in 
June, 1961. fitted with old pumps obtained from the stock. Durinfi 
the period of over two years uptn August, 1963, thcsc wells could 
be used in all for 6,800 hours against about 13.000 hours for which 
they could have been used; the reasons being that:- 

(i) one engine could not be worked for six months for want 
of spares; 

(ii) the other engine had to be worked on the minimum load 
as it had developed defects within twelve hours of its 
commissioning; 

(a) the channels were completed only in May, 1962; and 
(iv) the masonry tank and regulator cracked and had to be 

ncomhcted. 



The Manager of the farm while pressing for the early completion 
..ot the tube-wells had reported in October, 1961 that much extra 
expenditure was being incurred on the purchase of fodder. The 
shortfall in production as  a result of the non-availability of the 
tube-wells had been estimated at 3,000. 3,197 tons of green iodder 
of the value of Rs. 0.98 lakh were purchased from trade during 
1961-62 and 1962-63, and 615 tons of the value of Rs. 0.23 lakh from 
April, 1963 to August, 1963. 

Egplaining the reasons for delay in placing the contract, the 
witness stated that during the period October to December, 1959, the 
question whether the tube-wells should be a gravel packed tight 
type of strainer type had been under consideration. Tenders were 
invited for gravel packed tight tube-wells on the 6th December, 
1959, but only one tender was received and therefore sanction of 
government for its acceptance had to be obtained. In the meantime 
the question of the type of tube-wells to be sunk was again con- 
sidered, and ultimately the contract for gravel packed tight tube- 
wells was concluded on the 30th June. 1960 with the single tender. 

As regards the delay in commissioning of the tube-wells, the wit- 
ness stated that at the time of sanctioning them, it was expected that 
thc State Government would supply the requisite power. But the 
ncgoti:rtions with the Statc Government were not successful. It was 
thcreforc. decided to install diesel engines. Two engines were pta- 
cured from the salvaged stores lying In two depots and installed in 
June, 1961. With regarc! to the remaining five engines. the quest'on 
of thcis procurement was tnkcn up with the Director General of 
Supp1ic.s and Disposal. btlt thew was difficulty in the availability of 
forcign cschnngc. It  was. thercfore, decided to install suitable 
engines availnblc in the Engineer Stores Depots and couple them 
with pump sets manufactured indigenously. In Julv. 1961 a firm 
crffc~rcti !(, mnnufncturc the pumps but t h e  D.G.S. 8. D. espressed the 
proccdurnl dificulty i n  cntpring into a contract for which the terms 
had no! b v n  settled by the Depot. Thercfwe tenders werr invited 
and this firm siib:nittc~f a tendcr in Dvcmber.  1961. But the firm 
stipt1latc:d thn! thcy  h:ld to irnport certain xwle gear required for 
couplin!: thc t.! ! ir  : ~ i . - ;  tiith pumps. Thc firrn had latcr some dificulty 
in obta;ning thr, import licencc for the store duc to al!egcd misp!nce- 
men! of tlrcir itpplicntinn in the omce of Import Cnn!roller. The 
anglc gears were ultimately received on 15th April. 1963. Rut it was 
found that thv.;r ncedid certain modifications to fit into the laynut of 
thc cnginc. On thca quc?srion h ' n y  taken up with the mnnufacturers 
in U S A .  t h y  ad\-iscci import of certain additional parts. But in 
order to avoid ciclay, local modifications were carried out artd the 
work of thc instnllation of the five sets completed. Al! the sets \;.ere 



tested and taken over from the Arm on the 20th September, 1963,. 
But in the meanwhile irrigation channels were damaged by floods and 
thus the tube-wells could not be handed over to the users. Two tube- 
wells were handed over in January, 1964 and the remaining three 
on the 28th, 30th April and 4th May, 1964. 

.dhe Committee are not happy over the delay that has occurred in 
commissioning the five tube-wells with the result that there was 
continuous short-fall in the production of green fodder in the farm and 
extra fodder had to be purchased locally at high cost. It is not clear 
whether before sanctioning the installation of the tube-wells any firm 
commitment for supply of adequate power was received from the 
State Government. If not, action should have been s h ~ u l t a n ~ u s l y  
initiated to procure diesel pumping sets. 

The Committee d d  like to be informed whether all the swell 
tube-wells are now giving satisfactory service. 

Petroleum tanks page 25-para 36(b) 

18. The following assets, which had been loaned to other parti% 
during the last war, were taken back by Military Engineer Service 
in 1951 and 1954 respectively. These have not bccn put tr; any w,e 
resulting in avoidable expenditure of about Rs. M.000 on watch and 
ward up to the 31st March. 1963. The recurring annual expenditure 
is Rs. 3,840:- 

(i) A bulk petroleum installation at  Sanatnagar cnnsistmg of 
three underground tanks, erected at a cost o f  ah.>ut 
Rs. 36,900. 

(iij Six underground and five aboveground tanks at A s a f n a p r  
eracted at a cost of about Rs. 58.750. 

In evidence, the Defence SeCretary stated that out of the total  
number of 472 tanks spread all over the country, 147 had been dis- 
posed of, 194 utilised and the action in regard to the remaining 131 
tanks was still to be taken. In extenuation of delay in coming to a 
final decision about the disposal of the tanks, the witness stated that 
there had been uncertainty about their requirement as things llkt* 
the size of the Air Force and change in the system of storagr had 
been under review from time to time. -d why in the present 
case the tanks were taken back from the private parties when thcru?. 
were not required, the witness promised to furnish a note to the 
Committee, which is at Appendix IV. 

Tbe Cammittae feel concerned over the inordinate deGy in corning 
t a a & a r r l d e c i r d o a r b a r t t b e d i ~ o f a  large mumbsr of tanks 



(131 out of 472 tanks) conskucted during the last W, resulting tn 
heavy expenditure on watch and ward. The Committee are dlarmd' 
at the magnitude of the expenditure judging from the two i a s t m ~ e ~  
given in the Audit para. Three tanks at Sanatnagar and 11 t d s s  at 
Asafnagar taken back from other parties in 1951 and 1954 respectively 
have been lying unused for 10 to 13 years, and an expenditurn of 
about k 40,000 id been incurred on watch and ward upto 31st 
March, 1963 with recumng annual expenditure of Rs. 3,840 (the t d  
cost of the tanks is Rs. 95,650). The Committee had desired to be 
furnished with a note stating the expenditure incurred on mainte- 
nance, watch and ward etc. in respect of all the 472 tanks the latest 
position of the disposal and the manner of disposal. The information 
bas been furnished (Appendix IV). The Committee note that 131 
tanks have now been finally decided as surplus to Defence require- 
ments and were being disposed of. The other tanks had either been. 
utilised or disposed of. 

The Committee desire that the d.isposa1 of the unwanted tanks 
should be made early so that expenditure on watch and ward etc. 
could be avoided. 

I 

(QUARTER MASTER GENERAL'S BRANCH) 
Military Fam-Pages 56, para 4(vi)  

19. The proforma accounts of the Mllitary Farms included in the 
Commercial Appendix to the Appropriation Accounts show that the 
farms made a net profit of Rs. 8-80 lakhs during the year. Of the 
.M farms. 17 made profits aggregating Rs. 31.13 lakhs and an equal 
number incurred losses totalling Rs. 22.33 lakhc. The Military Farm. 
Kirkw, which incurred the heaviest loss (Rs. 3.91 lakhs) had been 
showing adverse trading results for the last four years. 

During the year, the quantity of whole milk produced was 133 
lakhs of litres. The average cost of production increased from 1-83 
per litre during 1961-62 to Rs. 1.60 per litre during the year 1962-63. 
This was more than twice the average rate of Rs. 0-70 per litre at 
which purchases of additional requirements (166 lakhs of litres) 
cffectcd from the market. 

The total quantity of milk issued (391 lakhs of litres) included 286 
lakhs of litres of blendcdkandard milk. The farms have taken 
d i t  in their books for the free issues of milk, which constitute 924 
per cent of the total issue, at the average rate of Rs. 0.86 per Litre 
against the average purchase rate of Rs. 0-70 per litre and the average 
payment issue rate of Rs. 0.75 per litre. If the entire quantity of 
free issues of milk had been priced at  the average market rate of 



Rs. 0.76 per litre of whole milk, there would have been a loss of 
32s. 27.38 lakhs instead of a profit of Rs. 8-80 lakhs. 

The Committee asked for the reasons for losses in 17 military 
farms during 1962-63 particularly the Military Farm Kirkee which 
incurred the heaviest loss (Rs. 3.91 l a b )  and had been showing 
adverse trading results for the last four years. The representative of 
the Ministry of Defence stated that  losses were inherent in the pre- 
sent system of accounting procedure in the Military Farms. Firstly 
the cost of distribution of milk was included in the production rnst. 
Secondly the Military Farms had to maintain a pattern c1.f orpn isa -  
tion in which expenditure on salaries and estabi~shment was higher 
than those in private dairy farms. Thirdly depreciation of animals 
was taken into account. Fourthly interest to the tune of Rs. 3.50 
lakhs to Rs. 4 lakhs had to  be paid on the additional capital liability 
represented by the old losses accumulated during thc last war. 

As regards Military Farm Kirkee, the witness stated that the loss 
was mainly due to (i)  population of river water on account of increas- 
ed activities of an ordnance factary during the  emergency resulting 
in the animals being afilicted \vith dise: ;e and loss in the milk yield 
(ii) inadequate land available with t!.t* farm and (i i i)  payment of 
heavy interest charges on accumulated losses. The Director of Mili- 
tary Farms stated that the M.E.S. after strenuous efforts had prcwid- 
ed water for Military Farm Kirkee in a record time. Durlng the year 
1963-64 the loss in that farm had been reduced to Rq. 2.09 lakhs which 
included Rs. 88.000 on accoun: of interest. 

The Director of M ' l i t a q  Farms further stated that the present 
accounting system did not reflect the working of the Military Farms 
a: all as rhe price of mi!k and :he manner of a~count ing were riceid- 
ed on an cid hoe basis. The Expc.rt Committee which wcrnt into the 
accounting system had recommcncicd adoption of a new sysltw> on 
commercial lines. The uitness expressed the v;ew that the a d o p t i o ~ ~  
of the new .cystern, n o u l d  enablc bc*tcr ludgemcnt OF the t*ffl- 
cienc:: rjf the fnrnlc frc.:~.~ year * .  , T..l.ar*. 'The wi?nt.ss i~dded that at 
prcw:: catr l t .  ha l i inq  farnis v,-:!re !;hr,iving losscs. On his atten- 
tion being c1ralr.n 10 profits shotun by some farms. the! witness x*i~'cd 
that cr.r:nin cattle ho!dj!l~ farm. had !;!chsidj~rr-y drplts which ;jar- 
chased milk locall:; for issuc ?(, unit?, and durlng the e m c r g c n q  
because of increase in t h e  sizt, o f  the unlts dependent on t h m ~  c J ~ ? p ~ ~ t s  
large purchases w r c  made and, the farms showed profits. 

Explaining the  prment procedure of pricing of f r e r  issues and 
payment issues of milk the Dircctnr of hlilitary Farms statcd thzt the 



prices was fixed in the 6 zones on a n  ad hoc basis taking into consi- 
deration various factors viz market price of milk obtaining in the  
zone, cost of pasteurisation and distribution. The free issue rate 
was uniform in a zone but the payment issue rates varied from farm 
to farm. The free issue rate was always higher than the payment 
issue rate and payment issue was slightly lower than the market 
rate. The payment issue rate varied among the 3 different categories ' 

of customers viz Officers, Junior Commissioned Officers and other 
ranks and non-entitled customers. 

The Committee pointed out that according to the figures supplied 
by the Ministry to Audit even after making allowance for certain 
adjustments (r:iz interest, depreciatinn of livestock, farm breed stock 
attaining maturity and being debited to the renewal reserve fund, 
expenditure on rearing unwanted calves, expenditure on pasteurisa- 
tion and delivery) the cost of production in the Military Farms still 
worked nu! to Rs. 1.34 during 1962-63 as against the average market 
rate of Rs. 0.76 per litrc. The Defence Secretary stated that certain 
recommendation:; had been made in this regard by the Reorganisa- 
tion Committcv. implerncntatiun of which would result in reducing 
the cost of produc:ion. These had been accepted in principle and 
proposals for the implementation in thc various farms were under 
consideration. The witness added that out of 128 recomrnenda:ions 
made by thc Committee. 100 had alrtaciy been implemented, but 
sornc. o f  thc nli1JOr- rccon?mtwdations tvcrc still undrr considcra:ion. 
The witwss attrlbutc?d the increase in the ccst of production from 
Rs. 1.43 pc: litrc in 1961-63 i n  Rs. 1.63 per litre in 1962-63 to the in- 
crt?asc o f  cspcntllture nn pay and allowances by Rs. 4 lakhs. plant 
and machinery tjy Rs. 4 lakhs, iivcstock by %. 6 lakhs. casua!iries by 
Rs. 70.000 nnci i:l!crc:;t on capital by Rs. 40.000. 

The unsatisfactory financial working of the Military Farms had 
been engaging the at tention of the Conunit tee since 1938-59. The 
Committee regret to find that the two fundamental probiems t8iz  (i) 
high cost of production of milk and (ii) unrealistic pricing of milk 
issues. hove not get heen tackled. 

The cost of production of Rs. 1.68 per litrc during the pear 1962-63 
was more than twice the averngc market rate of Rs. 0.76 per litre. 
The free issues of milk which cunstitute 92-lc; of total issues were 
priced at the average ratc of Rs. 0.86 per litre for standard milk 
against the average purchase rate of &. 0'70 per titrc for whole miik 
and the average payment issue ratc of Rs. 0.75 per litre. The Com- 
mittee feel that pricing the free issues of milk at a ratc higher than 
the average purchase rate or the average payment issue 'rate is a 
device merely to con~ouftagc the losses, and as such, it does not reflect 
correctly the working of Military Farms. 
2206(A11) LS-3. 



Two Expert Committees have gone into the detailed working and 
accounting system of the Military Farms. The Remounts, Veterinary 
and Farms Reorganisation Committee which went into the various 
aspects of the working of the Military Farms made 'certain recom- 
mendations in May, 1959 to reduce the cost of productiioru, These 
recommendations. though accepted by Government, have not yet been 
fully implemented. (Out of 128 recommendations made by this Corn- 
mittee, 100 were stated to have been implemenited, but same of the 
major recommendations were s t i U  under consideration). The Corn. 
mittee regret that the recommendations made in 1959 have not yet 
been fully implemented. and that some of the major recommendations 
still await complete examination. Another Expert Committee whicb 
went into the accounting system of the MiLitary Farms submitted its 
report in November. 1962, but its recommendations have also not yet 
been implemented. Here again this undue delay in implementing 
these reconlmendations is regrettable. 

The Committee desire that the implementation of the recommen- 
dations of the R.V. F. Re-organisation Conunittee and the Expert 
Accounting Committee which has already been considerably delayed 
should be expedited and the system of accounting of the Military 
Farms should be put on a scientific basis. The Committee also sug- 
gest that the working of Military Farms should be kept under cons- 
tant review to as to reduce the cost of production of milk and to 
make the farms viable units. 

In para 9 of their Seventeenth Report (Third Lok Sabha) the 
Committee had suggested that the feasibility of entrusting the supply 
of milk requirements of units and formations to Civil Organisations 
might be examined in consultation with the Ministeries of Finance 
and Food and Agriculture. They would like to know the outcome 
of this examination. 

Non-realisation of rent-page 2 L p a r a  33 
20. Under the rules administrative authorities are required t o  

majntain a register of military buildings and to furnish periodical 
reports as to their utilizatir,n. The Camp Commandant. Na:ional 
stadium did not maint.ain propw records in this respect in spik of 
objections raised by Internal Check authoritws and Statutory Audit 
f rom 1953 onwards. The Camp Commandant reported for the first 
t ime in Kovember, 1962 that a contractor who was running a cinema 
within the camp had been in occupation of other government build- 
ings comprising an area of 3,280 sq. ft. from January, 1951 onwards 
without any lease agreement. Thc contractor had not paid any  rent 
and allied charges for over twelve years and the  amount outstanding 
on this account for the period up  to the end of September, 1963 was 
Rs. 1-82 lakhs. 



The representative of the Ministry of Defence stated in evidence 
that under the terms of the contract, only the cinema hall had been 
leased to the contractor. I t  was brought to the notice of the Area 
authorities in November, 1962 by the local audit that the contractor 
was in occupation of some additional accommodation. As a result d 
this, a court of enquiry was instituted and they reported on the 4th 
May, 1964 that the successive Camp Commandants had been respon- 
sible for the gross omission in not reporting the extra accommodation 
occupied by the contractor in the occupation returns. 

The witness added that the lease of the main cinema hall had been 
subject matter of arbitration and litigation since 1956. The original 
contract was to  run for a period of 3 years from the 1st January, 1951 
to 31st December. 1953, but the contractor was allowed to continue u p  
to  the end of 1955. In the meantime the contractor obtained a court 
injunction in May, 1955 restraining the Ministry to evict him till his 
claim of compensation for the improvements etc. effected by him in 
the buildlng was settled by the arbitrator to be appointed under the 
agreement. Accord,r~g to the agreement the value of improvements 
made bv the contractor was to be assessed by a Survey Board before 
the termination of the lease. The incoming contractor was also 
required to ccmpensate the outgoing contractor for improvements 
effected by the latter. The contract further provided that if the deci- 
sion of the Board was not acceptable to the licencee he had a right to 
remove thc improvements without affecting the permanent structures 
of the premises. In March. 1956 the General Officer Commanding 
Incharge of Delhi-Rajasthan Area was appointed as the arbitrator to 
assess the cost of imprrnwnents effected by the contractor. But the 
officer could not complete the arbitration proceedings before his 
retirement in 1959. Thereafter the Law Mmistry advised the Defence 
Ministry to settle the matter by negotiating with the contractor. as 
he would objcct to the appointment of a new arbitrator. Esplainlng 
the present position. the witness stated that as efforts made to come 
l o  a settlement with the contractor had failed, it was proposed to 
apply to  thc court for the appointment of a fresh arbitrator. In reply 
to a question the witness stated that the crw.tractor was claiming 
about Rs. 80,000 as compensation. The witness added that the rent 
was accepted from the contractor upto 31st October, 1957, whereafter 
the Ministry of Low had advised them not to accept further rent till 
the question regarding the amount of expenditure incurred for im- 
provement was settled in arbitration. 

As regards the unauthorised occupation of the extra accommoda- 
tion by the contractor, the witness stated that as advised by the Law 
Ministry, it was proposed to move the court to esclude this area 
from the purview of the injunction order and thereafter claim 



damages from the contractor and evict him under the Government 
Premises Eviction Act. No rent for this accommodation had been 
assessed as the contractor was being treated as a trespasser. 

The Committee pointed out that Audit had pointed out as early 
as 1954 that the Unit Accountant was not maintaining a register 
of buildings. If action had been taken to maintain the register a t  
that time, the unauthorised occupation of accommodation by the 
contractor would have come to notice earlier. The representative 
of the Ministry of Defence stated that as the buildings belonged to 
the C.P.W.D.. the Camp Commandant had asked them to furnish 
certain details. but he did not pursue the matter after 1955. The 
question was again raised by Audit in September, 1960 and again 
steps were taken to obtain the requisite information from the 
C.P.W.D. but it was not forthcoming. The Defence Secretary stated 
thct the Camp Commandant could have prepared a list of buildings 
on his cwn. But the officer did not even report the unauthorised 
occupation of the accommodation by the contractor. The witness 
added that the question of taking disciplinary action against the 
officer was under consideration. 

The Committee regret to point out the following unsatisfactory 
features of this case:- 

(i) There was a failure on the part of the Camp Commandant 
to report till November, 1962 about the unnuthorised 
occupation of the Government buildings comprising an  
area of 3280 sq. ft. from January 1951 onwards. 

(ii) There was a failure to apppoint a survey board before the 
expiry of the lease agreement un 31-12-1953 to assess the 
compensation payable to the contractor for the improvc- 
ments effected by him in the cinema hall and also failure 
to terminate the lease agreement oa that date. This re- 
sulted in the contractor obtaining an injunction from Ihc 
Court in May,  1955 restraining Government from evicting 
him till the dispute was settled in arbitration. 

(iii) There has been inordinate delay in concluding the arbitra- 
tion proceedings. The arbitrator appointed in March, 
1956 could not complete the arbitration p r d i n g a  
before his retirement in 1959. After his retirement, no 
effective steps were taken to settle the diclpute. Thc 
result was that the court injunction issued against Cov- 
ernment in May, 1955 ib not yet vaeatcd even after abou4 
10 years. 



(iv) Under the advice of the Ministry of Law, no rent has been 
accepted from the Contractor since 31st October, 1957. 
According to Audit, the rent accumulated for recovery is 
Rs. 2.5 lakhs. The Committee feel that the question whe- 
ther under these circumstances the rent could be 
accepted under protest without prejudice to the legal 
position should have been specifically examined. 

The Committee desire that the matter should be fully investiga- 
ted with a view to fixing responsibility of the officers concerned for 
the various lapses. 

21. The Committee learnt during evidence that the same con- 
tractor was in the possession of the Race Course Cinema (New 
Delhi) about which also there has been a dispute since May, 1955. 
This case has already been dealt with by the Committee in paras 
93-94 of their Thirty-fifth Report (2nd Lok Sabha). In this case also 
the contractor obtained an interim injunction from the Court in May, 
1955 against his eviction pending settlement of his claim for com- 
pensation by an arbitrator in the t e rns  of the lease agreement of 
the 1st September. 1947. The Committee h d  then obsenvd that 
the manner in which the original contract was entered into and sub- 
sequently rcncwvd was mos: unsatisfactory. In view of the inor- 
dinate delay in this case, the Committee had also urged that the case 
be dealt with espedltiously. In January. 1964. the Mmistry in- 
formed the Committee that the matter was sub judice. The out- 
stundlng amount against the contractor in this case (pertaining to  
the Race Course Cintma) amounted to Rs 2,96,101 as on 31st 
August, 1963. 

The Committee are unhappy about the inordinate delay in the 
finalisation of both these cases. They desire that vigorous efforts 
should be made to finalisc them. The Committee would like to be 
informed about the progress of these cases. 

Infructuotis expenditure in disposal of surplw buildings-pages 24-25 
-para 35 

22. The eudit para disclosed four cases of inordinate delays having 
occured in the disposal/utilisation of vacant building resulting not 
only in their deterioration but also in considerable avoidable expen- 
diture on their watch and ward. 

During evidence the Committee drew attention to the recommen- 
dation made in para 21 of their Fourth Report (Third Lok Sabha) 
expressing their concern over the delay in the disposal of buimings 



lying unutilised for long periods and considera.ble expenditure in- 
curred on their watch and ward. The Defence Secretary stated that 
certain instructions had been issued to expedite the disposal of such 
properties. The witness urged that there were inherent difficulties 
in this regard arising from the change in the strength of the Army 
from time to time. It would not be proper to dispose of these pro- 
perties without a thorough enquiry in each case. The witness added 
that under the present system each case for disposal of property had 
to be submitted for the approval of the Defence Minister. Certain 
proposals for delegation of powers to the lower authorities were 
under consideration. 

At the instance of the Committee the Ministry of Defence sub- 
mitted a note stating the details of the four cases referred to in the  
Audit para end the present position of the utilisation/disposal of the 
buildings, which is given at Appendices V to VII. The Committee 
find that in one case the buildings lying unutilised since May. 1951 
are expected to be utilised as it was proposed to move a formation 
to the station in the near future. In another case the buildings dec- 
lared surplus in October. 1954 were finally decided to be disposed of 
in August, 1964 and the land derequisitioned. The assets cost 
Rs. 60,971 and the expenditure on wutch and ward from May, 1958 
to March, 1964 is reported to be R3. 34.996, besides payment of about 
Rs. 500 per annum recurring compensation for the land. In two 
other cases the question of utilisation of the assets was still under 
consideration. 

While the Committee appreciate that there are difficulties in com- 
ing to a decision regarding disposal/utilisation of buildings laying 
unused due to changes in reguirements of the Army arising from time 
to time and each case had to be examined fully. they feel that such 
examination should not take several years. In case there is no reason- 
able chance of the properties being required in a foreseeable future, 
action should be taken to dispose them of, as the delay only results in 
heavy expenditure on watch and ward and deteriorntion of buildings. 
The Committee hope that as a result of the instructions issued by tbe 
Ministry and the proposed delegation of powers ta the lower author$- 
ties to dispose of surplus buildings, undue delay in their disposal win 
not occur. 

Infructuoug expenditure on hiring of u building-page 2 L p a r a  37 

23. A building at a station hired on a monthly rent of Ra. 1,500 
from the 1st November. 1982, for one year to eccornmodat an fn- 
fantry battalion had remained vacant from the date of its hlrfng. 



In September, 1963, Headquarters Bengal Area sanctioned its con- 
tinued retention, for a further period of one year i.e. upto the 31st 
October, 1964. 

The expenditure on rent and watch and ward for one year upto 
the end d October, 1963 amounted to Rs. 19,632. The building was 
dehired from 30th May, 1964. 

The Defence Secretary stated that this case had been investiga- 
ted by a Court of Enquiry set up in June, 1964. According to  t he  
findings of the Court of Enquiry there was a requirement for this 
building during 1962 when it was initially hlred for one year. As 
regards the question of its dehiring in 1963, the Court of Enquiry 
observed that having regard to the increase in the requirement 
of accommodation after the declaration of emergency, action to de- 
hire the building, would have been against the general policy and 
trends obtain~ng at that  t:me particularly when the station was 
being consldcred for locatlon of certain formations and units. The 
Court of Enquiry had. however, hcld the Sub-area Commander 
responsible for thc procedural lapse in not referring to the Area Com- 
mandcr the question of retention of the budding beyond Septem- 
ber. 1963 when the decisiun regard~ng the locatwn of the troops 
had been crystallised Another ofictr in the Area Headquarters 
had hcen hcld responsible for ncrt obtaining the approval of the 
Gcnera! Omcer Commanding whlle sanct:onmg the es:ension of 
hiring for nnothcr year in Scptember. 1963 The Chief of the Army 
Stan had npprcvd  that both the oficcrs should be conveyed severe 
dlsplcasurc which should also be recarded. 

The Committee find little justification for retention of the building 
after Scptc111ht.r. IS&? when the decision regarding the location of 
traop6 had been finalised. They feel that the expenditure on rcnt 
(Rs. 1,500 per month) and on watch and ward after September, 1963 
was avoidable. 

Loss due to detcrioration of hay-page %-para 39 

24. On the 24th November, 1960, Headquarters Eastern Com- 
mand placed a dtxmand on the Farms Department for 1600 tons of 
hay to meet the requirements of a supply depot for the period from 
the 1st October, 1960 to the 31st December. 1961. According to the 
delivery programme, 1,200 tons of hay were to be received in the 

depot by the 1st June, 1961 and the balance ahe r  the monsoon 
in September and October, 1961. The quantity of 1.200 tons inclu- 
ded 500 tons as reserve and 200 tons for advance monsoon stocking 
for which it was proposed to construct suitable storage accommode- 
tion. 



Only 436 tons of hay were received before the 1st June, 1961. 
A further quantity of 595 tons was received during the monsoon 
period from the 1st June to the 31st August, 1961, which had to be 
kept under improvised protection in the absence of storage accom- 
modation with the result that about 520 tons valued at Rs. 45,670 
approximately deteriorated due to rains and were declared unfit 
for consumption in September, 1961. 

The total requirement of the depot had been scaled down to 
600 tons in el l  from 1st May 1961 owing to a revision of the scale 
of issues. 

The Committee asked why reduction in the requirement of hay 
was not communicated to the consigner farm before the monsoon. 
The Defence Secretary stated that the requirement of the depot for 
hay had been revised to 600 tons on the 11th June, 1961, but by that 
time the supplies had already been despatched by the various 
Military Farms. Asked new quantity of 1200 tons scheduled to be 
received by 1s: June, 1961 according to the origiml delivery pro- 
gramme was proposed to be stored during the monsoon, the wtness  
stated that the intention was to  issue hay to units in the forward 
areas as quickly as possible without its storage in the depot- But 
that did not happen. In reply to a question the witness stated that 
the scale of hay for mules was rcduced by substituting it by bar- 

ley. grain and linseed. 

The Committee hope that gaining experience from this case, 
necessary action will be taken by the supply depots to maintain 
better co-ordination with the consignor farms in regulating supplies 
of hay to the depots. The supply depots should also take necessary 
action to provide adequate storage accommodation for hay to prevent 
its deterioration during monsoon. 

(MASTER GENERAL OF ORDSANCE RRASCH) 
Chassis unfit for army use-para 52-pages 33-34 

25. In paragraph 96 of the 29th Report of the Public Accounts 
Committee (Second Lok Sabha) it was mcnt~oned that about 650 
chassis purchased prior to 1948 were lying unutillsed, as bodies had 
not been built on them. It was reported by the Mlnistry of Defence 
in 1960 that out of 649 chassis of the book value of Rs. 97.58 lakhs 
as in the year 1958 (present book value Rs. 147% 38 lilkha) only 228 
were in fit condition and that arrangements had becn made to have 
bodies built on them. It was also stated that 26 chassis hnd deteri- 
orated to such an extent that they could not be ulili.sed and were 
to be disposed of. The remaining 395 chassis rcquircd overhaul/ 
repairs before bodies could hc built on them. 



Out of these, 132 more chassis (present book value Rs. 72.60 
lakhs) have been found unsuitable for Army use. 76 of th-e vehi- 
cles have been downgraded to Class IV resulting in a drop of 
Rs. 16.72 lakhs in their value. The latest p i t i c n  is as under:- 

Number of chassis 

(i) Chassis disposed of between De- 26 (Disposal receipt Rs.744~0) 
cernber, 1960 and July 1961- 
having become unfit for use. 

(i i)  Chassis on which body building 476 
was completed. 

(iii) Chassis earmarked/issued for ins- 10 (No bodies are to be built on 
tructional and other purposes. than). 

(iv) Chassis to be disposed of. 137 (Including I 32 chassis of book 
value Rs. 72.60 lakhS found 

unsuitable for Army use). 

6.19 

The Committee asked why bodies had not been built on 132 
chassis. The Defence Secretnry stated that these chassis had cer- 
tain operational disacivantnges. Asked why they were not dis- 
posed o f  earlier, the witness stated that there was a ban on the 
disposal af stortr3 frwn 1958 to 1963. The Con~mittce drew atten- 
tion to thc cvidenct. given before them in 1959-60 (Cf. para 96 of 
29th Report-.-Sccond Lok Sabha) thnt 132 chassis had been assigned 
in 1951 to special roles. The Master General of Ordnance admitted 
that they had been slow in coming to a final decision regarding uti- 
Iisation/disposal of these chassis. .As these chassis were found un- 
suitnblc for the spcc~al i sd  rolr, thc-se were t r i d  to be converted 
for General Services role. In spite of their disedvantages these 132 
chassis wcw put on t h e  body building programme in 1960 in order 
to utilise them as in lieu of vehicles. But owing to shortage of 
wood no bodies could be built on them. The witness added that 
although they did not like the vehicles of this type (Sucoe type), 
some of them had been in iue in the A m y .  So, it bodies had been 
built on thcse chassis, they would have been utilised. 

Referring to the present position. the Master General of Ordnan- 
ce stated that these 132 chassis had been declared surplus in pur- 
suance of the new casting off policy accepted by Government. The 
witness added thnt besides the physical disadvantages with these 
vehicles, there was no adequate spares backing for them. ns the 
vehicles were af pre-1948 period. The Defence Secretary stated 
that the present policy was that old vehicles constituted a grave 



liability to the efficiency of the forces, and It  had been decided to 
dispose of vehicles which were over 7 years old or which had run 
35,000 miles, and replace them by new ones. 

At the instance of the Committee, the Ministry of Defence have 
submitted a note giving a summary of developments which took 
place at various stages in regard to the utilisation/disposal of these 
649 chassis during the period 1951 to 1964, which is reproduced in 
rsppendix VIII.* The Committee are surprised to find how vacilla- 
ting and dilatory the Ministry had been in deciding about $he uti- 
lisation/disposal of these chassis. 132 Sucoe chassis had been found 
unsuitable for signal specialised role as early as 1952 and had been 
recommended for use in G. S. role. But the question of their un- 
suitability for the other role also and their disposal could not be 
finalised till 1953. The Public Accounts Committee (1959-60) were 
distressed at such delays as happened in this case and %ad expres- 
sed the opinim that only expeditious action in such matters would 
be in the best interest of Government. It is regrettable that even 
after the observations of the Committee, the question of utilisation/ 
disposal of these 132 chassis was not finaliscd expeditiously. The 
Committee hope that such caws will not recur, and, that these 
chassis would now be disposed of without further delay. The Com- 
mittee would further like to reiterate that prompt action in such 
cases would be in the best public interest. 

- 
'Not vetted by Audit. 



AIR FORCE 
Audit Report (Defence Services), 1964 

Unauthorised provision of airlifts-para 4 (iii) -page 4 
26. Eighty-one cases of airlifts were not covered by sanction of 

Government (August. 1963). Some of these airlifts were provided 
for carrying aumen and their families, personal effects, Government 
furniture and a football team. 

Explaining the present position of 80 cases of eirlifts not covered 
by sanction of Government, the Defence Secretary stated that in 29 
cases audit objections had since been withdrawn, as thesc were 
covered hv the esistinq rules, in 21 cases necessary sanction had 
been issued, 17 cases were under examination and in 13 cases ccm- 
plete data were still awaited. 

Reftwing to the airlifts provided to alrmen and thelr families, 
the wltness stated that during November-Dcccmber. 1962 because of 
uncertain condstions, certain servtce personnel and their fami!les 
were brought from areas in Asjam whenever alrllfts were avail- 
able. As thc movements !n most of the cases were made in n hurry, 
exact data wt-re not nvalahic. and there had been difficulty in 
regularismg them. With wgard to :he mrl l f :~ provided for carry- 
ing pmonal  cffwts, the wrtncss slated thn! these related to the air- 
men allowed to carry personni luggage in excess of the free 

allowance* in  two cases I n  one of these two cases, the luggage 
includd partly free aIlowancc and partly A x  Force equip 
mcnt. Referring to a C ~ S P  of rnovemcnt of furniture by alr. the 
witness stated that it was urgently required for starting a new 
training institution in December, 1962 The witness adrnltted that 
there was an error of judgement in this case and that the furni- 
ture could have been moved by road, the d~slance not being much. 
As regards the airlift provided for carrying a football team, the  
witness stated that normally service personnel could be transported 
under 'Organised arrangement' for participation in tournaments at 
unit, brigade and formation levels, although there were no formal 
orders to the effect. In February, 1963 it was made clear that they 
could move only under a railway warrant. In the present case t h e  
faotball team was carried in an aircraft going on a training fbght, 
and this did not cause any additional expenditure. 



Explaining the procedure regarding provision of airlifts, the 
Defence Secretary stated that local authorities had certain powers 
to  carry service personnel and service effects. Prior approval of 
t he  Ministry was required to carry non-service personnel. But the 
actual sanction, which indicated various details, wles issued after all 
the details were available. As these details were often not avail- 
able in time. the issue of sanction was delayed. In order to over- 
come the difficulty in this regard, efforts were being made to issue 
the sanction giving basic information about the party concerned, 
the purpose of the airlifts, accommodation to be provided and places 
to be visited. It was expected that as a result of this method, in 
a large number of cases, delays in issuing sanctions would be con- 
siderably reduced. The u-itness added that in some cases Internal 
Audit raised objections, if they felt that these were not covered by 
the rules. In such cases, the question of interpretation of rules 
was involved. 

The Committee desired to be furnished with a statement show- 
ing cases in which civilians were provided airlifts. circumstances 
under which these airlifts were allowed and the reasons for delay 
in their regularisation. The statement furnished by the Ministry 
of Defence is at Appendix IX. 

From the facts placed before the Committc~. they find that in 
some eases there is no justification or urgency for providing airlifts. 
In one case brought to the Committee's notice, an airlift was pro- 
vided for carrying Government furniture for starting a new training 
institution. although it could have been transported by road. In 
another case an airlift was provided to a football team which should 
h a w  travelled by train. 

The Committee are surprised to note from the statment furnished 
that in one case the circumstances in which airlift was allowed are 
'not known' and in another cask a complete detail of airlifts, etc., is 
neither available with Army authorities nor with the Air Force autho- 
rities. These instances indicate that airlifts are being allowed witb- 
out proper scrutiny and without maintaining proper records, 
which is objectionable. While the Committee appreciate the nrcd for 
providing airlifts for mercy missions or in emergent caws, they desire 
that the Ministry should carefully examine and issue suitable instrue 
tions so that airlifts are allowed only in suitoblc c a m  within the 
framework of rules and not in violation thered. 

The Committee note tbat 21 cases of airlifts still mrmin to be re- 
gularised. The Committee also feel concerned about the delay in re- 
gularisation of the outstanding cases of airlifts not covered by ma* 



tion of Government. They hope that suitable steps would be taken 
by tbe Ministry to minimise such delays. 

Avoidable purchase of stores-para 18-pages 13-14 Sub-para (a) .  

27. Atomisers, shrouds and sleeves, specific to pattern are requir- 
ed for the overhaul of certain aero-engines. In 1960, the stock of 
atomisers was exhausted but 1,143 number of shrouds and 576 num- 
bers of sleeves of the pattern then in vogue were available. Air 
Headquarters placed orders in August, 1960 for the purchase of 1,570 
atomisers of a modified pattern (estimated cost, Rs. 1-02 lakhs), 
which. under orders issued in December. 1959 had to be utilised only 
after the stocks of the unmodified spares had been exhausted. Fur- 
ther ordcrs for 790 atomisers, 2,140 shrouds and 1,990 sleeves of the 
modified pattern were also placed during January-February. 1962, 
at a cost of Rs. 5-90 lakhs. 

To utilise the shrouds and sleeves available in stock (in July, 
1963. thew were 894 and 803 respectively), 1850 atomisers of pre- 
modificd pattern were ordered in February, 1961 and Fcbruary, 1963. 
These stocks are expected to last upto the end of provisioning period. 
w:. September, 1966. 

Thc Dcfcnce Secretary stated in evidence that the m:stake in 
pravlsron:ng In t h ~ s  case was due to a conlusion about the inter- 
changeabi11:y of  parts of old and new mdcls .  The . 4 ~ r  Force pro- 

vislon:ng a u t h o r i t ~ ~ s  had insufficient technical knowlcclqc and that 
resultmi in c)\~cr-pt-ovisioning 

This caw brings out avoidnble purchase of imported stores (at- 
misers. shrouds and 4eeve.i) of modified pattern at a cost of Rs. 6-92 
lakhs, which Icd to unnecessary over-stocking. not expected to be 
needed for some years. The Committee arc unhappy to note the ex- 
planation of the Defence Secretary that this mistake occurred due to 
the lnck of technical knowledge on the part of the pmvisioning autho- 
rities. 

In view of the fact that Air Force provisioning authorities had in- 
sufficient tr.chniccr1 kaowlcdge about the equipment, the question of 
inter-changeability of the parts of the nmv and old models should 
have been made clear with the manufacturers before placing an order 
for the modified parts in August, 1W. It is also not clear why this 
question was not settled even after receipt of supplies against the 
order of August 1960 and before placing further orders for the new 
models in January and February, 1962. As there is an overall scarcity 
of foreign exchange such a mistake resulting in over-provisioning of 
stores becomes serious. The Committee hope that adequate steps win 



be taken by the Air Force Authorities to avoid such mistakes in 
future. The Committee also hope that suitable measures would be 
taken to overcome the drawback of "insufficient technical knowledge" 
in  such important matters. 

Sub-para (b) 

28. In January, 1961, the Air Headquarters placed a demand on 
the India Supply Mission, for the procurement of 8 numbers of an  
item of ground equipment. These were received in June, 1962. In 
the meantime the scale of the item was drastically reduced (August, 
1961). but action to reduce the demand was taken only in January, 

1962. when it was too late with the result that 6 numbers valued at 
Rs. 38,866 were rendered surplus to requirements. 

Due to an error, a further demand was placed on India Supply 
Mission in November, 1961, far 6 numbers of the same item valued 
at Rs. 35.028 which were received in March, 1963. 

In evidence the Defence Secretary stated that the mistake in pro- 
visioning the same item twice occurred owing to maintenance of two 
cards for this item under different catalogues. It was urged in 
extenuation that in view of a large number o f  spare parts dealt with 
by the Air Force. such mistakes did occur. As a result of the in- 
creased operations of the particular aircraft during the Emergency, 
the stores in question were no longer surplus. 

The Committee regret to point out that this is another case of 
over-provisioning involving avoidable purchase of 12 numbers of the 
item of ground equipment at  a cost of Rs. 5 1 . 0 O .  The Committee note 
that. though in August 1961 the scale of the item was drastically cur- 
tailed. a further demand was placed for the same item in November, 
1961. The Committee were informed that due to the increased opera- 
tions of the aircraft during the Emergency. the stores were no longer 
surplus. The Committee hope that such cases of maintenance of dup- 
licate cards for the same item which resulted in over-provisioning 
would not recur. They also suggest that during periodical physical 
verifications of stores, an attempt should he made to detect duplicate 
cards opened for the same item of equipment. 

Unnecessary purchase of spares-para 19--pages 14-15 

29. Eight items of spares valued at about Rs. 2.42 lakhs were 
purchased between May, 1957 snd June, 1958, for the repair of flame 
tubes Mk 111. 313 numbers of these flame tubes were repaired upto 
Septcmbcr, 1963, but only one item of spare purchased at a cost of 
Rs. 1.20 lakhs was utilised in the repair work. The entire stock of 



the remaining seven items valued at Rs. 1.22 lam was lying W- 
utilised 

Further, the progress of repair work was not keeping pace with 
the accumulation of repairable tubes; there were approximately 
three thousand tubes of the value of about Rs. 33 lakhs at the end 
sf December, 1963 awaiting repairs. 

Referring to non-utilisation of the stock of 7 items (out of 8 
items) of spares valued at Rs. 1 * 22 lakhs purchased during the 
period May, 1957 to June, 1958, the representative of the Defence 
Ministry stated that the spares had been ordered on the basis of the 
manufacturer's recommendation as the Air Force had very little 
experience about the aircraft. Actually only one item out of 8 had 
bccn consumed and even that in a very small number. 

The Committee asked if  it was proposed to acquire spares for 
repairing flamc tubes valued at Rs. 33 lakhs. The representative of 
the Air Headquarters stated that, as a result of a survey, it was 
found that out of 3,481 tubcs for repairs, only 884 tubcs could be 
repaired rconomically. The rest were uneconomical to repair or 
beyond repair. The spare parts were so expensive that i t  was 
chcaprr to buy more modern tubcs. It was possible that some of the 
items of spares already availablt with the Air Force might be used 
whcn these 884 tubes were repaired. 

The Committee feel concerned over the gross over-provisioning of 
spares which werc ordered in this case on the basis of the manufac- 
turer's recomrno~dation. Out of 8 items valuing Rs. 2.32 lnlihs, the 
entire stock of 7 items valuing Rs. 1-22 lakhs, has been lying unutilis- 
cd ever since the purchase. and the remaining one item has becn uti- 
lised in a very small numher. The Committee feel that on the basis 
of past experience the 3linistry shodd have taken more precaution 
while ordering spares a t  the manufacturer's recommendation. The 
Comn~ittee suggest fhrrt thr feasibility of inciuding a provision in such 
coutrucls that surplus spares would be rct~lrned to the manufacturers 
at their cost. might be examined. 

The Comn~ittee dsa desire that the Ministry should take steps to 
review the position of spares and ensure that the hold up  in the exe- 
cution of repairs of the flame tubes is reduced to the minimum. 

The Committee feel that since instnnces of over-pmvisianing of 
stores are the annual feature of this Ministry a positive and effective 
action should be taken b y  the Ministry to stop this. 



Avoidable expenditure due to delay in disposal of assets-para 36- 
page 25 

Sub-para (a) 

30. Certain airfields were abandoned in 1949 but petrol tanks and 
steel structures (book value-Rs. 5.13 lakhs) were allowed to re- 
main there. 

During 1960 and 1962, materials valued at Rs. 2 lakhs were dis- 
posed of by auction for Rs. 41.100. The assessed value of the 
remaining material was only Rs. 75,000 as against the original book 
value of Rs. 3.13 lakhs approximately. The expenditure incurred 
on watch and ward of these assets during the period of 14 years 
~mdlng March. 1963. was about Rs. 3.20 lakhs and similar expendi- 
' m e  continued to be incurred at the rate of about Rs. 10.000 per 
irnnum. 

In evidence, the Defence Secretary admitted that the delays that 
had occurred in these cases were unconscienable. In three cases 
orders for disposal had been issued. and two disposals had been 
made. 

The Committee take a serious view of a long time taken (about 15 
years) to finalisc the disposal of the assets. The delay in disposal not 
only resulted in deterioration of the assets hut also involvcd a heavy 
expenditure on watch and ward. The Committee snggr\t that a 
suitable departmental probe may be made to find out causes of delay 
at different stages with a view to avoid them in future and alm to fix 
responsibility for losses resulting from deterioration of assets over a 
long period. 

Sub-para ( a )  

31. Mention was made in para  153 (Prc~wdings)  of thc Forty- 
lhird Rcport of the Publlc :lc~c)unts Cammittcc (Stxond Lrrk Sahha) 
iibout the non-ut~llsatlon of a set of crash barricbrs purch;rwri In 1958 
lo  reduce the incidence of tfarnagc to jrlt arrcraft on landing. tnkc-off, 
etc. In July, 1960. Government sanctioned the purctwc of eight 
more sets of crash barriers from abroad on a priority basis, on the 
ground that their use had bwome an ~mrncciiatc and imperative 
necessity. One of these was meant for usc at the airfiela where 
one purchased earlier was suhstyuently not installed and hnd to hc 
shifted elsewhere. The crash harriers costing in all Rs. 15.19 l a b  
were received during the period from April, 1961 to April, 1M2. 



Three airfields were found unsuitable for the im&alMon of thfs 
equipment and the sets purchased for them had to be installed ebe- 
where. In some others, runways had to be extended and improved 
and in three works services had still to be sanctioned in Nov- 
ember, 1BfS 

Maintenance spares of the value of Rs. 3.12 lakhs, to cover 24 
months' requirements were received in 1962 but due to the non- 
~nstallation of the crash barriers these were lying unused. 

In January, 1961 it was pointed out by the representative of the 
Iirm in India that cables without which the crash barriers could not 
be put into operation with remote control, had not been ordered. An 
order for 6,300 metres of cables, valued at Rs. 33,923 and sum- 
cient for only one set was placed and these were shipped in May, 
1962 and January, 1963. 

Explaining the delay in the installation of crash barriers, the 
Defence Secretary admitted that there had not been proper planning 
in this case, and the Air Headquarters had been asked to fix respon- 
sibility in the matter. On receipt of the first crash bamer, it was 
found that it could not be installed without extending the runway 
or wlthout changing the railway llne from the end of the runway, 
and i t  had to bc transferred to another place. Asked why before 
ordering another eight crash barriers, the difficulties already experi- 
cnwd were not foreseen, the Defence Secretary replied that there 
had been clear remission. While the crash barriers were ordered in 
1960. the sitting boards were not assembled till March, 1961. It was 
r~nly after the estimates came that they found that there were cer- * 

tain difficulties. The witness added that if this work had been 
initiated in 1960 itself, the delay would not have taken place. 

Explaining the present posit~on the witness stated that six crash 
barriers had been installed and the remaining three were yet to be 
~nstalled. In reply to a question the l~presentative of the Air Head- 
quarters stated that the first set of crash barriers was not of auto- 
matic type, while the remaining eight sets could be operated both 
manually and automatically. For want of cables, the crash barrkrs 
could not be operated automatically, but they could be worked 
manually. Asked why cables were not ordered for all the crash 
barriers, the witness stated that it was proposed to procure cables 
for the remaining equipment fmm indigenous manufactures. The 
first sets of cables was ordered from abroad in order to get a speci- 
men. Orders for cables for the remaining crash barriers had beon 
placed with a Ann which was collaborating with a foreign h. 
2106(Aii) Ls-4. 



As regards the utilisation of maintenance spares, the witness 
stated that these spares would be partly utilised in the operation of 
6 crash barriers which had recently been installed. The requirement 
of spares for the remaining three sets would arise when these were 
installed. In reply to a question, the representative of the Air Heed- 
quarters stated that one crash barrier loaned to the Hindustan Air- 
craft Limited in connection with develcping HF 24 Supersonic 

fighter had been returned to the Air Force and it had been installed 
at an airport. 

The Committee regret to observe lack of proper planning and fore- 
thought in the purchaw and installation of the crash barriers. Al- 
though in the case of the first crash barrier purchased in 1958, dim- 
culty regarding the unsuitability of the runway was cxpcrienced. no 
steps were taken to remove similar diniculties before or immediately 
after ordering 8 more crash barriers. Had nccessary action becn 
taken in time. the crash harriers would h a w  becn utiliscd immediate- 
ly after their arrival. The Committee would like to know the action 
taken against the officers resyonsihle for had planning and delay in 
this case. 

The Committee hope that the reniaini~ly three crash harricrs which 
have yet to he installed would be brought into use early. 

Sub-p ra  (b) 
32. An equipment (costing Rs. 3.78 lakhs) for providing navlga- 

tion aid for the landing of aircraft in bad weather was received in 
a depot in May, 1959 and was sent after about a year, in April, 1960, 
to an airfield where it was considered essential in view of the pre- 
vailing dust haze and monsoon weather. The equipment has how- 
ever not been permanently installed and put to use so far. It was 
stated that the equipment being very sensitive to temperature varia- 
tions a fully air-conditioned building was rcquircd for 11s successful 
operation. 

In evidence. the Defence Secretary admitted that in this case 
also there had been a certain want of coordination and advance 
planning. He added that there were cases in other Serviccbs also 
were buildings etc. required for installation of various equipment 
were not completed by the time tne equipment arrived. Thca Minis- 
try were now trying to devise certain methods by which such cases 
would not recur. In the present case, the latest position was that 
sanction had been given for the construction of the air-conditionmi 
building and the work was expected to be completed bylMarch, 1965. 
In this case, there was also diillcuity in the land becoming available 
because of certain objection8 raised by the local ma&trats. The 
proceedings to acquire the land were started in June 1962. 



This is yet another cam 6f had phnMng. The equi-t 
Bs. 3-78 laths received in May, 1959 has not yet been installed. At 
the time of ordering the equipment, it should have been known that 
an air-conditioned building would be required for its installatian and 
necessary action initiated in that direction. I t  is a h  regrettable to 
note that the proceedings to acquire land lor (he building were started 
only in 1962 i.e. 3 years after the arrival of. the equipment. 

The Committee feel concerxd fa Irarn that there are similar eases 
in other Services also where huildings etc. required for installation 
of various equipment were not completed by the time of their arrival. 
They would like to know the methods devised by the Ministry to pre- 
vent recurrence of such cases. 

Delng in rstablishing electropolishing facilities-para 45-pages 29-30 

33. In October. 1958. Govvnrnent entered into an aqrcement with 
a foreign firm for acquiring tcchnical knov;ledge and operational 
information for the elec?rop?lir,hing of !urSine Sladcs for 'Niene' 
engines. 

The agrcc~nent pr,ivided for the payment of (a )  X 1.000 for <?is- 
closing secret knowledge and technical information: (this amount 
W A  paid in two equal instalmcnts in December, 1958 and May 1960) 
and (b) a technical liaison fcc a? thc rstcb nf C 5  cart? for the first 
80 engines; 2 3  for the nest 50 c ~ g i n c s  and f 2 ycr engine there- 
after, subject to a minimum of 61 400 per year. 

As early as Junc. 1958, ;lir Headquarters had stressed the need 
for an early final~sat~on oi t he  agreement as the time already lost 
had had adverse effects on the Nene overhaul line but a rectifier 
regarded as essential for the process and estimated to cost Rs. 58.000 
was ordered on the Director General of Supplies and Disposals only 
in September, 1962. The Minisry of Defence intimated in January, 
1964 that  it had now been received and installed. In the meantime 
somc make-shift arrangements for electropolishing the blades were 
made in March, 1962 but only 277 blades were electropolished dur- 
ing R period of one year from that date. 'In April, 1963 there w a s  
an eccumulatinn of over 3.200 blades of the value of nearly Rs. 18.89 
Inkhs awaiting electropolishing. According to Audit the number of 
blades to be electropolishcd increased to over 4,000 by January. 1964. 

In the meantime. annual payments of the technical liaison fee at 
the agreed minimum had been made to the company ( f  1800 in all 
upto October, 1963 in addition to the initial payment o .C 1.000 for 
the technical 'know how'). The requiremtnts of the Air Force for 



turbine blades were b e i i  met from a stock of 6,120 turbine blades 
ordered in 1957 and 1958 a t  a cost of about Rs. 38'23 lakhs. 

In evidence, the Defence Secretary stated that the delay in estab- 
lishing electro-polishing facilities was due to the efforts made to  
procure a rectifier indigenously. The technical committee had ad- 
vised that it was a common user item and should be readily available 
in India. In order to save foreign exchange, they had suggested that 
an order should not be placed abroad. A period of 3-4 years was lost 
in finding out a suitable rectifier without any result.. Finally, an in- 
ient was placed on U.K. but in the interim period a Arm was found 
which had started manufacturing the particular rectifier towards 
1962-63 under licence in India. The witness added that the actual 
licence for the repair of this particular blade for which the machine 
had been imported. came towards 1961, not earlier. 

In their note the Ministry have stated that Headquarters Main- 
tenance Command started rigging up the electro-polishing facilities 
sometimes in the middle of 1958. They had an idea of exploring the 
possibilities of utilising the rectifier already available with them at 
Kanpur. After carrying out exhaustive trials for nearly eight to 
nine months, they came to the conclusion that the facilities which 
they were having, were not adequate in the absence of proper speci- 
fications of the rectifier. In September. 1959, the Air Headquarters 
obtained more detailed specifications in respect of the needed recti- 
fier and forwarded the sgme to Headquarters, Maintenance Command 
with a request to explore the procurement of the same from indi- 
genous sources. In November. 1959, the Headquarters, Maintenance 
Command addressed two private firms (who were stated to be the 
sole suppliers of rectifiers in the country), But the firms stated that 
the rectifiers in question were not available in the country. There- 
after the Air Headquarters placed an indent on India Store Depar*- 
ment. London on 28th July, 1960. The Air Headquarters did not 
approach the D.G.S.&D. as the user Command had already made 
efforts to obtain the same from possible stockists in India. Later i t  
came to be known in September, 1Wt2 from a trainee officer who 
had been sent to foreign country for practical tmbhg an overhaul 
processes in respect of 'Nene and Verdon' engines that the rectSfler 
as mmnmended by the manufacturers was being made by a flrm 
in India. 

In order to save foreign exfhange, Air Headquarters again made 
efforts to select a suitable rectifier from indigmau sources and pLc- 
ed an indent on the D.G.S.&D. on 24th September, 1962 Tb4 pm- 
vious indent on the India Storc hqmtmmt, Inadom was candhd 



without any nnancial lose to Gove~luntnt. The FecUAer was receiv- 
ed at the Repair and Maintenance Depot in October, 1963, and was 
installed there immediately. 

The Committee are not happy over the delay that occurred in the 
present case in establishing electropolishing facilities for want of a 
suitable rectifier, which resulted in heavy accumulation of turbine 
blades requiring electropolishing. In  addition to the large number 
of blades requiring electropolishing (4000 in January 1964) affecting 
working of the Air Force, the delay in starting the project also result- 
ed in an extra expenditure of .%1CMO (Rs. 21,333) in the shape of pap- 
ment of technical liaison fee to the foreign collaborators. While the 
Committee appreciate the anxiety of the Technical Committee to pro- 
cure the rectifier indigenously. they regret that no serious efforts were 
made to obtain it. The Committee are surprised that even the correct 
specifications of fhc rectifier were not obtained from the manufrrctur- 
crs at  the time of entering into an agreement in 1958. Again after 
obtaining the specifications in 1959, the D.G.S. & D. was not approach- 
ed to procure thc rectifier indigenously. Tire fact that the rectifier 
was subwquently available indigenously indicated that there was 
failure previously to find out one in the country. The Committee feel 
that the urgency of thc project was not felt because of the large stock 
of new blades heimg available for replacing those needing clrctro- 
polishing. The Comniittce hope that wch delays would he scrupul- 
ously avoided in future. 

Nechanisotion of stock records or Air Fmce Depots-?ara 47-page 
31 

31. Eight automatic accounting machines and connected equipment 
and stationery w-crc purcha.4 at a cost of Rs. 3.36 lakhs during the 
pcriod frorn November. 1960 to February, 1962 for replacing the 
manual system o f  stock recording in four Air Force depots by mech- 
anical system. A saving of Rs. 50.OC)O per annum was contemplated 
after thrcc months from thc date of receipt of the machines by a 
reduction in the strength of the depot by 24 hands. Against an 
expected ~ u t p u t  o f  420 to  600 postings per day per rnnchi~lr. the 
irctual average output has be- only 200 to 250. 

In evidence thc- Dcfcnce k t a r y  stated that the -4ir Force 
operators had been trained to work on the machines. but their out- 
put was 200-250 postings as against 4 2 L 6 0 0  postings done by 5rm's 
operators during the demonstration trials. 

Tbc Committee regret to note that the saving in manpower expw-t- 
4 .s r result of installation of automatic accounting machines bas not 



been achieved. It is surprising that the output of the Air Force Ope- 
xators is less than 50 per cent of that of the firms' operators. It is not 
known whether less output of the Air Force operators is due to their 
inexperience in operating these machines. If so, the Air Force opera- 
tors should be intensively trained in operating these machines so that 
the anticipated saving in manpcrwer is achieved at an early date. 

Irregular diversion of public receipts-para &pages 31-32 

35. On the 18th March, 1960, the Ministry of Finance (Defence) 
agreed to an expenditure of Rs. 15,000 in connection with an Air 
Force display on the 3rd April, 1960 and an Air Force static exhibi- 
tion from the 2nd April to 8th April, 1960 (subsequently extended 
by two days) at Bombay. The actual expenditure incurred was 
Rs. 27,025. In March, 1960, when the Defence Ministry pressed for 
increase in the allotment to Rs. 20,000, the Ministry of Finance con- 
sidered even the sanctioned amount as excessive in the context of 
the drive for economy. 

The Air Force authorities realised Rs. 58,731 by charging an 
entrance fee for the static exhibition and from this amount utilised 
Rs. 12,025 to meet expenditure incurred in excess of the Government 
sanction and transferred the balance of Rs. 46,706 to the Indian Air 
Force Benevolent Association and the Unit Welfare Funds. The 
prior approval of the Government was not taken for charging an 
entrance fee and for the utilisation of the proceeds in the manner 
referred to. A report was made to Government in November, 1960 
(about seven months after the exhibition). In January, 1963, Gov- 
ernment, while holding that the procedure adopted was irregular, 
agreed not to enforce refund from private funds on the ground that 
that would give rise to "various difficulties". 

According to the provision of the Constitution (Article 266) the 
gate money realised should have been credited to the Consolidated 
Fund; any payment to the welfare funds should have have been 
made only against funds voted by Parliament 

The Committee asked why prior permission of Government was 
not taken to levy the entrance fee for the Air Force static exhibi- 
tion. The Defence Secretary stated that prior sanction was not 
taken as the expenditure had arisen at that particular time. It was 
only after the expenditure had been incurred that the matter came 
to the Ministry's notice and thereafter Government passed orders 
thereon. Asked why the money received as entrance fee was not 
credited to the Consolidated Fund of India, the witness stated that 
on previous occasions, the Air F m e  used to credit to the Bene- 
volent Funds money collected from sucb dbplay~ T h ~ v  Worved a 



similar procedure in the present case also. But since in this case the 
display was organised under the Government authority with Gov- 
ernment resources, the procedure followed by the Air Force was 
incorrect and Government had to issue sanction to regularise it. 

Asked if it was not possible to recover the money from the Bene- 
volent Funds and to credit it to the Consolidated Fund, the witness 
stated that since the money credited to the Beneyolent Fund might 
have been spent Government decided not to recover it and ordered 
that such irregularities should not recur. In reply to a question the 
witness stated that the matter was referred to the Ministry of Law 
after the receipt of Audit Para who advised that the gate money 
was income derived by Government and as such it should be a part 
of the Consolidated Fund of India. The witness added that since the 
money should be a part of the Consolidated Fund, the Ministry 
would have to take the vote of Parliament for regularising it. 

Tile Committee view with concern the action of the Air Force 
authorities to levy entrance fee for the static exhibition without prior 
approval of Government and to transfer the excess receipts of gate 
money (Rs. 46,706) to private funds (Air Fnl-rz Benevolent Associa- 
tion and Unit Welfare Funds). The Committee hope that such cases 
will not recur. ! 1 
Dolay in finalization of proz?isio~~nl pay men ts-pcrru 50 ( a )  --pages 32- 

33 

36. Provisional payments totalling Rs. 142.40 lakhs made to the 
Hindustan Aircraft Ltd. f:)r aircraft and spares supplied and services 
rendered hetwecn 1st April. 1957 and the 31st March. 1962 as shown 
l~elnw, h:id not been finalised upto the cnd of December. 1963:- 

(In lakhs of rupees) 

Purposc for which Nnn- Invoices Non-issue Total 
made suhri~ission undcr of Govern- 

of final ,>cr~iti,..v li1<!!11 (~~ , l cr , :  
invoiccs hy by Jnter- regarding 

the company nal Check fisation of 
authoritics final 

prices --- ----- 
Purchase of nircraft 1 7 - 7 2  S-3-46 4-20 10c(-_tS 

Spares supplied b!' 3 - 5 2  1 - 0 0  
the company 

Services rendered 22-69 3-19 3-62 29-30 

42 '93 88.65 7.82 142.40 



Out of the amount of Rs. 14240 lakhs, a sum of Rs. 85.92 lakhs 
(Rs. 74-40 lakhs for purchase of aircraft, Rs. 3-90 lakhs for spares sup- 
plied and Rs. 7.53 lakhs for services rendered) pertained to the period 
prior to the 1st April, 1960. 

The Ministry of Defence intimated in November, 1963 that in the 
case of major projects (including overhaul), the time cycle for com- 
pletion of the work itself was more than a year and therefore the 
first stage payments would remain outstanding for over a year in 
most cases. It was, however, noticed that outstandings to the extent 
of Rs. 117.30 lakhs (purchase of aircraft-&. 101.52 lakhs, supply of 
spares-Rs. 6.52 lakhs and services rendered-&. 9.26 lakhs) related 
to  projects completed by June, 1961. 

In evidence, the Defence Secretary stated that the delay in finalis- 
ing the provis;onal payn-writs made to the H.A.L. was due to the work 
being done on cost plus bas's. The final bills had to be received from 
the H.A.L. and vetted by internal Audit before being finalised. The 
process necessarily took time. The Ministry were, however, making 
efforts to expedite the finalisation of the provisional payments. 

The Committee feel concerned over the delay in finalisation of the 
provisional payments made to the H.A.L. for purchase of aircraft, sup- 
ply of spares and services rendered. The outstanding of Rs. 142.40 
lakhs as on 31st December, 1963 included an amount of Rs. 117.30 lakhs 
relating to the projects completed by June, 1961. As desired by the 
Committee a note stating the latest position of the adjustment ef this 
amount has been furnished (Appendix X). 

The Committee desire that the Ministry should find out the real 
bottlenecks in the finalisation of the payments after completion of the 
jobs and take special steps to ensure that the timelag in this regard 
is minimised. 

Para 50 (b) -page 33 

37. In April, 1954, Government decided to entrust to thc same com- 
pany the overhaul of certain airframes belonging to the Air Force. 
The overhaul spares, tools, equipment, etc. were transferred to it and 
their cost viz. Rs. 17- 15 lakhs was treated as an advance to be adjusted 
against the value of work to be done. In March, 1959, an advance 
of Rs. 60 lakhs was also authorised by Government to the company 
for purchasing tools and overhaul spares. The Ministry intimated 
in November, 1963, that it had since been decided to treat all issues 
made to the company as 'free issues' and that the advance would be 
adjusted soon after necessary verification of the bills and invoices, 



submitted by the Company, had been carried out by the Internal 
Check authorities. 

Explaining the latest position of the adjustment of the total ad- 
vance of Rs. 77.15 l a k . ,  the Defence Secretary stated that an 
amount of Rs. 48.86 lakhs had already been adjusted. 

The Committee regret to note that an amount of Rs. 28.29 lakhs out 
of the total advance of Rs. 77.15 lakhs is still to be adjusted after more 
than five years. They hope that efforts would be made to expedite the 
adjustment of the outstanding amount. 
Purchase of pame tubes-para 17-page 13 

38. A contract for the supply of 1,837 flame tubes (MK 111) at  
Rs. 1,118 each was entered into with a foreign firm in June, 1957. 
In January, 1959, the firm proposed the substitution of flame tubes 
(MK 111) by modified flame tubes (Mk. N) at Rs. 1,734 each, which 
was not agreed to by the Air Headquarters. 

The firm, however, supplied 1,433 numbers of flame tubes (Mk 
IV) during the period from April, 1959 to August, 1959. The Air 
Headquarters reviewed their requirements, decided to take 875 num- 
bers (Mk. IV) and requested the firm to take back the balance 558 
numbers. 

The firm's representative who visited India in October, 1960, in 
his report indicated that the average life of flame tube M k  IV was 
50 per cent. more than the average life of flame tube Mk 111 (against 
20 per cent intimated previously by the firm). The Air Headquarters 
decided to accept the entire quantity of Mk IV tubes and it was 
stated that from the financial point of view the increase in price was 
counter-balanced by an almost equal increase in the life of the flame 
tubes. The records maintained in respect of two aircraft showed 
that the first life of MK IV tubes was only 35 per cent higher than 
the first life of Mk 111 tubes. 

In justification of acceptance of MK IV tubes in lieu of M k  111 
tubes for which the order had been placed, the Defence Secretary 
stated that the Ministry had very little option in the matter. The 
contract contained a provision that stores would be manufactured 
and completed in accordance with the latest standard of specification 
approved by the foreign Government. Further, if some modifications 
could be carried out in order to improve the store the seller would 
advise the buyer accordingly and if these modifications involved 
financial effect, the buyer should notify his decision to the seller 
within one month after he had been advised by the seller. In 
January, 1959 the firm advised that the Foreign Government had 



decided to stop the manufacture of Mk 111 flame tubes and to replace 
them progressively with Mk IV tubes. Since the production of Mk. 
I11 tubes had ceased, the firm proposed to substitute Mk IV flame 
tubes against the order placed with them for Mk I11 flame tubes. 
The Air Headquarter asked the finn to supply Mk I11 flame tubes 
under the terms of the contract. While negotiations with the firm 
for supply of Mk I11 tubes were still going on, they despatched Mk 
IV tubes. On a protest by Air Headquarters the firm stated that 
they were entitled to supply M k  IV flame tubes under the contract. 

Negotiations were again started with the firm for the return of 
Mk IV tubes. In the meantime, the stock of M k  111 tubes was com- 
pletely exhausted. The repair facility for flame tubes was establish- 
ed in June, 1959 but the repair output could not cope with tile 
requirements. As some flame tubes were required to keep the air- 
craft in operation, there was no alten~a?jve but to accept Mk IV 
tubes. 

At the instance of the firm, the Air Headquarters agreed to an  
on-the-spot inquiry by the representative of the firm to assess the 
actual requirements of the Air Force, without prejudice to their 
right to return the surplus flame tubes at the firm's cost. The 
representative of the firm made a detailed survey of both serviceable 
and repairable stocks in collaboration with the Air Force authori- 
ties. Based on foreign Government's consumption statistics and the 
survey of repairable stocks carried out by the firm's representative 
and the Air Force authorities, the requirement of the Mk IV flame 
tubes was found to be 1566. In order to effect economy in iorriqn 
exchange. it was decided to have a Iesser quantity (1433) which had 
already arrived. In reply to a question, the witness stated that the 
particular flame tube was a proprietory item. which was manufactur- 
ed by this particular firm onlv in the whole world and the firm had 
charged the same price from the foreign Government. 

Referring to the firm's claim about higher average life of flame 
tubes Mk TV (50 per cent). the witness stated that test check had 
revealed that the first life of Mk IV tubes was 35 per cent higher. 
Its second life had not yet been tested. The average life (i.e. sum 
total of the first and second lives) was expected to he at least 50 per 
cent higher. 

Article 6 of the contract with the firm provides:- 

"If some modifications could he carried out in order to improve the 
stores to be supplied as per Appendix 11, the seller will advise the 
buyer accordingly and if these modifications involve financial effect 
the buyer shall notify his decision to the seller within one month after 
he has bem adoised by thc d e r e U  



The Committee are really surprised that despite this provision in 
the contract the firm did neither supply any flame tubes for 18 months 
(frmn June 1957 up to January 1959) nor did they notify the buyer 
about the modifications made therein involving financial implications 
(higher cost of Mk IV) during this long period. (The firm advised 
about this only in January 1959 i.e. 18 months after the conclusion of 
the agreement). 

The Defence Secretary urged that in the case of purchase of such 
proprietory items, the Ministry had no option even if the manufac- 
turers charged ten times the price. Upto a certain extent, the Minis- 
try were at  their mercy. He, however, added that all the Bnns were 
not unreasonable. But if a firm took a firm line, the Ministry had 
either to scrap the aircraft or improvise some alternatives which were 
extrerncly difficult to effect, because the safety of the aircraft was alss  
involved. 

The Committee do not consider this a happy state of affairs under 
which the Defence Ministry have no alternative but to accept the 
terms laid down by the firms however unreasonable these might some- 
times be. The Committee desire that the Ministry should take a 
serious note of this aspect and take necessary measures to remedy 
such a situation. They feel that in the matter of procurement of 
Defence stores the Ministry should not be at the mcrcy of the manu- 
facturers. 

The Committee find it difficult to appreciate the vacillating attitude 
adopted hg the Air Headquarters in regard to Mark 1V flame tubes in 
f irst rcfusing to accept these tubes, then deciding to accept 875 num- 
bers and to return the balance 558  umbers and eventually accepting 
the entire lot of 1433 which was despatched by the firm without prior 
cencurrence. 

The Committee find that one of the considerations which weighed 
with the Ministry for the purchase of M k  N flame tubes costing 
Rs. 1734 each) in lieu of Mk 111 flame tubes (costing Rs. 1.118 
each) was the claim of the firm about the technical superiority of Mk 
nr tubes. The average life of Mk IV tube (i.e. wm total of first and 
second lives) was claimed to be 50 per cent more than the average life 
of flame tube Mk HI. The first life of Mk n' tube has proved to be 
35 per cent higher. Its second life has not yet E e n  tested. The Com- 
mittee desire that the Ministry should watch the second life of the 
tube in order to verify whether the claim of the fum about 50 per cent 
higher average life of Mk N tube over Mk III tube is substantiated h 
actual use. The Committee would like to be informed about the out- 
come of these tests 
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Shortage of cash-para 4 ( iv) (a)-page 4 
39. In February 1961, shortage of cash to the extent of Rs. 35,770 

(including Rs. 12,627 representing the undisbursed wages of indus- 
trial establishment) was reported in the Naval Dockyard. This loss 
followed another cash loss of Rs. 4,001 in June, 1960 which was found 
to  be the result of serious lapses in the observance of the prescribed 
rules and regulations. Departmental investigations were not pro- 
ceeded with in this case on the ground that the relevant records 
were in possession of the Special Police Establishment and that such 
proceedings were likely to impinge on the evidence that is to be led 
in court. 

During evidence the Defence Secretary stated that the offender 
had been convicted on 5-6-1963 and sentenced to four years' impri- 
sonment. 

The Committee would like to know the action taken to fix respon- 
sibility of the supervisory staff for their contributory negligence 
which facilitated the offence. 

Workshop facilities for reconditioning fuzes, para 11, page 9 
40. It was reported by Naval Headquarters in March, 1958, that a 

stock of 80,242 fuzes held by the Navy required complete recondi- 
tioning and that the work must be started immediately. It was en- 
visaged that it would be possible to recondition fifty fuzes per day 
and in due course to also undertake reconditioning of another type 
of fuze, of which large quantities were held by the Army. 

Government sanction for the procurement of the components, 
tools, etc. was accorded in April, 1958 and the indents for the arti- 
cles to be procured from the United Kingdom were also sent forward 
in the same month. Articles worth Rs. 5-47 lakhs were received 
from the United Kingdom, upto November, 1963 (five years after 
the placing of the indent) and six items valued at Rs. 0.58 lakh 
were awaited. 

Further, although it was envisaged in March 1958, that aircondi- 
tioning facilities would be needed for the work, the necessary Gov- 
ernment sanction was accorded only in July, 1961. Quotations were 
invited for the third time in December, 1963, as the lowest quotations 
received earlier in November, 1961 and May, 1962 were considered 
high. The work has not yet been completed. 



The fuzes which were found to require urgent reconditioning fa 
1958 are not yet available for use although they are being shown as. 
"assets'* for the purpose of provisioning, 

Explaining the reasons for delay in sanctioning the workshop for 
reconditioning fuzes, the Defence Secretary stated that originally 
this work had been included in a big project envisaged in the re- 
organisation scheme of the dockyard. But as the whole project 
could nct bg finalised, it was decided in 1961 to separate this parti- 
cular work and a sanction therefor was given on 31-7-1961. As re- 
gards the delay in executing the work the witness stated that 
tenders had to be invited four times during the period Nwernber 
1961-December 1963 as the quotations received were too high. As 
against the estimate of Rs. 1.04 lakhs the quotations received in the 
second, third and fourth tenders were Rs. 2.55 lakhs, Rs. 2.33 lakhs 
and Rs. 1.66 lakhs respectively. The witness promised to furnish 
a note stating the amount of the first tender and the reasons for not 
accepting it. From a note furnished by the Ministry, the Committee 
find that the first tender issued in November, 1961 brought forth the 
lowest quotation at Rs. 76,239 for air-conditioning of two existing 
buildings. as against the original administrative approval of 
Rs. 58,195. This tender did not cater to the airconditioning of fuze 
reconditioning workshop as thjs building was to be made by new 
construction. That building was constructed only by July, 1963. 
The tender was not accepted as the amount exceeded the administra- 
tive approval and contained certain other conditions which were not 
acceptable to the Department. 

Bxplaining the present position of the work the witness stated 
that the various buildings had been completed. but the work was 
held up due to delay in the receipt of the main compressor from 
U.S.A., which was originally expected in July, 1964. The ccmpres- 
sor had since been received and the work was expected to be com- 
pleted by the middle of December, 1964. 

The representative of the Ministry of Defence stated that the 
value of 80,24!2 fuzes for reconditioning was roughly £80,000. 

About 60 per cent of these fuzes were from War-time stocks. Asked 
why it was not considered necessary to recondition these war-time 
fuzes earlier, the representative of the Naval Headquarters stated 
that these had been in use after the war but there had been progres- 
sive deterioration in their functioning which necessitated their large- 
scale reconditioning. The witness stated the life of fuzes was taken 
a9 12 to 15 years for the purpose of provisioning. After recondition- 
ing t h e  fuzes would last for another 12-15 years. It  was u t g d  



tha t  the import of whole fuzes would involve considerable f o r e i s  
exchange. 

The C o d t t e e  asked about the justification of the need far 
urgent reconditioning of fuzes in 1958: and how the requirements 
were met. The representative of the Naval Headquarters stated 
that these fuzes were of three types. The lbulk of the fuzes (71,500) 
were of operational type and the remaining two types were used 
for practice purposes. The operational fuzes were required against 
the war reserve requirement. But, since their performance was un- 
reliable these were required to be reconditioned urgently. As regards 
the practice fuzes, the witness stated that their annual requirement 
was 10,000. As the stock of these fuzes was only 8.000 a certain 
number of them had to be imported for practice purposes. 

Referring to the delay in the procurement of components, the 
witness stated that as the fuzes pertained to 5-6 different manufac- 
turers, spares had to be obtained from these individual manufac- 
turers. There was a lot of correspondence with the Director General. 
of India Store Department, London and the manufacturers regarding 
the various details of the components required. The actual orders 
were placed only in 1960. The witness added that all the con-ipo- 
nents had since been received. 

The witness informed the Committee that the Army had a stock 
.of 38,000 fuzes of another type which could be mcdified for use in the 
Navy after manufacturing bodies. An order for the manufacture of 
bodies had been placed on the Director General, Ordnance Factories. 

The witness further stated that while the airconditioning unit 
had yet to be installed, the machinery acquired for reconditioning 
fuzes had been installed in another place and was being utilised for 
repairing fuzes requiring minor repairs. Two persons who had been 
sent abroad for training had r e t u r n d  and they could train other 
persons in repair work. The workers pa t  on mincr repairs had al- 
ready gained some experience. The witness added that as soon as 
the  building was ready the process of reconditioning fuzes would 
start in full swing. 

During their visit to the Naval Armament Depot in the first week 
of January, 1965 the Study Group 'A' of the Committee found that the 
air-conditioned building for the workshop had been recently com- 
pleted (December 1964) and the repair activities had been started in 
tlte new building. The Study Group were informed that the maxi- 



mum repair output at present was 50 fuzes per day (8 hours shift). 
The output could be increasd if more machinery and trained person- 
nel were available. 

The Study Group were also informed that a project had been 
undertaken to convert the surplus army fuzes for use by the Navy. 
Trial convelrsion of 100 fuzes in collaboration with private firm was 
being attempted, but the results of the trials were not yet known. 

The Conunittee are far from happy at the delay in establishing 
workshop facilities for reconditioning of fuzes. They feel that inspite 
of the urgency of this project due attention was not paid to it and the 
work was carried on in a most leisurely fashion. In March, 1958 this 
work was proposed to be started urgently to meet the war reserve re- 
quirement of fuzes. The procurement of components, tools etc. for 
which sanction was accorded in April, 1958 took five years to materia- 
lise. (According to the information given to the Study Group during 
their tour some of the parts are yet to be received). An aircondition- 
ed building, tha necessity for which wa\ known in 1958 was sanctioned 
only in July. 1961 and it was completed in December. 1964,. The Com- 
mittee feel that w; th better plaxlning of airconditioning facilities and 
closer liaison with manufacturers for supply of components. tools etc.. 
the delay in starting the work could have been substantially reduced. 
The net result was that the urgent requirements of IS8 had not yet 
been fulfilled. The Committee suggest that important projects like 
the one mentioned in this para pertaining to operational requirements 
should be given top priority and delays at  different stages should be 
scrupulously avoided. 

The Committee also feel that the present repair output of fuzes i.e. 
50 per day is not adequate to meet the urgent requirements of the 
Navy for these fuzes, as it would take about 5 years to repair the lot 
(71,500 fuzes). The repair work has already been delayed by more 
than 6 years. The Committee therefore suggest that immediate steps 
should be taken to augment the capacity adequately. For this pur- 
pose the possibility of carrying this work in collaboration with the 
Gun and Shell Factory at Cossipore (or any other ordnance factory) 
should be carefully examined. 

The Committee would also like to know the outcome of the trial 
conversion being carried on 100 fuzes from Army stock in collabora- 
tion with the private firm. , 



Nmutilisation of imported equipmenCPara 40-pages 2&n Sub- 
Para (a) (i). 

41. (i) Machines costing Rs. 7.39 lakhs for the training of Engi- 
neering and Electrical Officers of the Navy were received in Decem- 
ber, 1961 and September, 1962. The foundation lay out had howwer 
not been finalised till September, 1963. The starting equipment re- 
quired for working the machines was ordered only in August, 1962. 

The Committee asked why an order for the starting equipment 
was not placed alongwith the machines. The representative of the 
Ministry of Defence stated that the Naval Headquarters were of' 
the view that the starting equipment would be included in the equip 
ment ordered for these machines. This view had also been accepted 
by the Admiralty. even though they had first expressed the view that 
there should be a separate order for that equipment. The witness 
added that the starting equipment had been received in August, 
1964. In reply to a question the witness stated that the Naval Head- 
quarters came tc know about the omission of the starting equipment 
from the order after receipt of all the spares and parts which came 
in different instalments. The matter was taken up with the Admi- 
ralty in December. 1961 and they agreed in 1962 that the equipment 
could be covered by the original indent. Asked if any p a p e n t  was 
required to be made for the starting equipment separately, the re- 
presentative of the Ministry of Defence stated that it was not their 
case "hat the engine included the starter for the purpme of costing, 
for besides the engine there were a number of spare parts and other 
components ordered by the Admiralty. The only point according t o  
the Naval Headquarters was that the starting equipment formed 
part of the original order, but the Admiralty while placing the order 
with the manufacturers did not include the starter according to their 
own arrangements with them. 

In a note submitted to the Committee the Ministry have stated 
that the cost of engines based on shipping invoices and packing 
accounts was Rs. 7.39 lakhs. The cost of starting equipment has 
not been fully invoiced by the British Ministry of Defence (Navy) 
but it is estimated at Rs. 32,000. 

As regards the delay in the finalisation of the lay out for t h e  
foundation for the machines, the representative of the Ministry 
of Defence stated that there was some avoidable delay in determin-. 
ing the type of foundations required. There was some difficulty in 
determining the type of girders required for the construction, which 
had to be specially designed and ordered. The Military Engineers 
Service were asked in June 1961 to design the foundation 



The Committee asked whether the training programme had 
suffered because of the delay in the installation of the machines. 
While admitting that the training programme had been delayed, the 
witness stated that the machines had been made use of in schools, 
and demonstrations had been given to the trainees from time to 
time. The trainees had also been taken on the ships where these 
machines had been installed. 

The Committee regret to note the delay in installation of these 
costly machines which resulted in delaying the training programme. 
They regret to note that even though the order for machines was 
placed in 1956, no action was taken till the middle of 1961 for design- 
ing the fot~~idatio~is for installation of these machines. There appears 
to have been no coordination in ordering the machinery and its instal- 
lation. The Con~miltec also feel that the Military Engineers Service 
who were entrusted with the designing of the foundation in June 1961 
have taken unduly long time in finalising the lay out. They would 
like to know about the progress made in the installation of the 
machines and their utilisation. 

The Committee note that the Admiralty has agreed that the 
starting equipment formed part of the original order placed for the 
complete engine with connected equipment. The Commit tee, there- 
fore, feel that the prjce charged for the complete engine (Rs. 1-39 
lakhs) should also include the price of the starting equipment. They 
suggest that this question should be taken up with the Admiralty. 

Su b-para (a)  (i i)  

42. Some other items costing Rs. 0-95 lakh were received in the 
same establishment during 1957-59. Government issued orders after 
four years in February, 1963, for the transfer of items costing Rs. 0.65 
lakh to another training establishment where they were expected 
to be used more effectively and advantageously. The connected civil 
works for the remaining equipment costing Rs. 0.30 lakh had not 
been completed till September, 1963. 

In evidence, the representative of the Naval Headquarters stated 
that the equipment had been ordered for a Naval Engineering College 
which was to train electrical and engineering omcers. After the 
completion of the Arst course in 1959, it was found that imparting 
of the entire electrical training in this college would involve a com- 
plete duplication of the equipment, a lot of which was alreadv avail- 
able in another existing training establishment. The import of fur- 
ther electrical equipment was stopped and the equipment already 



60 
received was transferred to the other establishment. The witness 
admitted that there was delay in transferring the equipment as the 
Naval Headquarters took two years in deciding about the location of 
the electrical training facilities. The witness added that the equip- 
ment had been installed in the other establishment in January, 1964 
and had been in use since then. 

The Committee regret to observe that this case is indicative of 
lack of proper planuing and co-ordination. Before ordering thc 
equipment for electrical training, the desirability of introduction of 
electrical training facilities in this college should have been fully 
considered, and the facilities already available in the other training 
establishment should have been kept in view. The Committee regret 
that this was not done and it resulted in avoidable duplication. It 
is also regrettable that after the completion of the first training 
course, the Naval Headquarters took two years in deciding about 
the location of the electrical training facilities. The Committee are 
abo not happy about the long time taken te start the connected civil 
works for the remaining equipment ceding Rs. 0.30 lakh received 
during 1957--59. The Committee hope that such delays would be 
avoided in future. 

Sub-pam (b )  
43. In another establishment equipment valued at Rs. 1.98 lakhs was 

received during 1956-60, but the necessary building, the construction 
of which was sanctioned only in June, 1961 was not ready upto Sep- 
tember, 1963. The training establishment- reported in April, 1959, 
that the equipment was liable to deteriorate in storage. 

In evidence, the witness admitted that there had been some 
avoidable delay in obtaining Government sanction for the buildins 
required for the equipment. The sanction for construction was 
given on the 9th June, 1961. He added that the building was being 
taken over and the equipment would be commissioned in anothrr 
three months. Asked if it was not possible to coordinate the con- 
struction of the building with the arrival of the equipment, the 
witness admitted that proper planning had not been done in 3 

number of cases. Pursuant to the recommendations of the Public 
Accounts Committee made in their earlier reports in such caacs, 
instructions had been issued in February, 1964 that connected civil 
works in respect of important and valuable equipment ordered from 
abroad should be planned well in advance so that the buildings were 
almost ready by the time the equipment was expected to arrive. 

The representative of the Naval Headquarters stated that in the 
present case the delay in the construction of the building was due to 



diillculty in finding a contractor to do the work. The tenders were 
issued on the 4th June, 1962 and were received on 8th September, 
1962. The tenders received were 27-40 per cent higher than the 
estimates. As regards the delay in issuing the sanction, the witness 
stated that originally this work had been included in phase III at 
the station but owing to difficulties in securing suitable contractor 
this was postponed to phase IV. The representative of the Ministv 
of Defence admitted that it was a mistake to defer this work to 
phase IV considering the importance of the project. 

On his attention being drawn to a report received from the train- 
ing establishment in April, 1959 that the equipment was liable to 
deteriorate in storage, the witness stated that this report was not 
borne out by facts. The expert opinion was that the equipment was 
not likely to deteriorate as it was packed in tropicalised containers 
suitable for tropical climate which excluded humidity and air. The 
tests conducted on one or two packages had revealed that humidity 
had not entered into them. The witness added that it was not the 
practice to open equipment until buildings were ready. Tn reply to 
a question the representative of the Naval Headquarters stated that 
the guarantee period of one year had already expired, even though 
the equipment had not yet been opened. Asked how the delivew 
of the equipment valued at Rs. 1.98 lakhs only, was spread over a 
period of four years, 1956-60, the witness stated that such equipment 
ordered through the Admiralty was of current use by other users 
also and there was difaculty in the procurement. The delivery 
period depended on the load of orders with the manufacturers. and 
the Naval Headquarters had to wait for their turn. 

Tbe Committee regret to note that this is yet another case of 
lack of planning. The equipment received during the years 1956 to 
1960 had not yet been installed, with the result that the utilisation 
of equipment for training purpose had been inordinately delayed. 
I t  is also astonishing to note that the guarantee period of one ymr 
had long since expired even before the equipment had been unpacked. 
In the opinion of the Committee it is no consolation to be assured that 
the equipment is not likely to deteriorate. I t  is regrettshle to note 
that if the equipment does not work satisfactor:ly after installation, 
the Ministry will hove already forfeited the valuable right to invoke 
the guarantee. 

The represcntativc of the Ministry of Defence admitted during 
evidence that considering the importance of the training scheme, it 
wrrs a mistake to postpone the construction of the connected build- 
ing from Phase I11 to Phase IV of construction programme at tbe 
station. Thc equipment was received in 1 9 W 0 ,  the sanction for 
the construction of building was accorded in June, 1961, and the 



temders were called in June, 1962. The Committee view with csn- 
cem these delays at  different stages. The Committee also observe 
that there was avoidable delay in according sanction for the cons- 
truction of the building and also in calling for the tenders for the 
same. The Committee note that instructions have been issued in 
February, 1964, that connected civil works in respect of important 
and valuable equipment ordered from abroad should be planned well 

: in advance so that the buildings were almost ready by the time the 
equipment was expected to arrive. They hope that there will be 
proper planning in future of civil works for installation of impor- 
tant and valuable equipment. 

Sub-para (c) 

44. Eight sets of an equipment costing Rs. 1.32 lakhs were re- 
ceived during 1955-57. The ships in which these were intended to be 
installed have either been converted for other roles or were decom- 
missioned during 1955-59. 

The Committee asked if it was not possible to cancel the order 
for the equipment (received during 1955-57) after the ships in 
which it was intended to be installed had been convwted for other 
roles or decommissioned. The representative of the Defence Min- 
istry stated that only one ship had been decommissioned in 1955 and 
the other were decommissioned in 1957 and 1959. No action was 
taken to cancel the order as it was though that the equipment would 
be utilised in other ships. The witness added that the cancellation of 
the order would have also involved financial repercussions. As re- 
gards the utilisation of the equipment the witness stated that two 
sets had been installed in a new survey ship. It had been decided 
to instal the other sets in three ships already in service. 

The Committee asked whether there was any advance planning 
for decommissioning ships based on their expected life. The repre- 
sentative of the Naval Headquarters stated that normally the life of 
a ship was taken as 20 to 25 years. Although a plan for replacement 
of ships over a period of ten years was prepared, ships were not 
actually scrapped until these became beyond economical repairs be- 
cause of difliculty in procuring new ships. 

While the Committee note the Ministry's action not to cancel the 
ordem because of its expected utilisation in other ships and fear of 
financial repercussions, they regret to find that the equipment could 
not be put to use for 7 to 9 years. They would like to know about 
the installation of the remaining 6 sets. 



Delay in finalding an agreement-Page 27-Para 41 
45. Under an agreement entered into with an oil company, in 

May, 1946, three Naval storage tanks at a station were made avail- 
able for use to the company. The company was to pay Government 
RS.. 2 per ton on all deliveries under the company's Defence Services 

contract and Re. 1 per ton on all other deliveries effected from the 
installations, but the payments were subject to a minimum of 
Rs. 2,000 and a maximum of Rs. 6,000 per month. 

During the 1953-54, the revision of the terms agreed upon in 
1446 was taken up for consideration. The company offered to pay for 
the installations at Rs. 3 per ton per annum for any part of the tank- 
age surplus to Government requirements and used solely for pur- 
poses of the company without the operation of any maximum limit 
on the monthly payments. This offer was considered more advan- 
tageous to Government and was confirmed by the company in 1959. 
They also agreed to give retrospective effect to it from October, 
1955. The terms were not, however, finalised on this basis either for 
the three installations handed over in 1946 or for the eleven additional 
installations which were handed over to the company in October, 
1955. 

Action was also not taken to obtain provisional payments from 
the  company pending the finalisation of the agreement. 

The Company made payments at the rates agreed upon in 1946 
and subject to the maximum of Rs. 6,000 per month specified in that 
agreement up to March, 1961, when the installations were handed 
over to the Indian Oil Company. 

Explaining the present position, the representative of the Min- 
istry of Defence stated that the payment amounting to about 
Rs. 54,300 for the period October, 1955 to March, 1961 on the basis of 
the revised agreement had been made by the Oil Company on 19th 
.October, 1964 As regards the delay in coming to a settlement with 
the Company, the representative of the Naval Headquarters stated 
that from 1954 to 1957 the desirability of making availabIe the 
Naval installations to a private company remained under considera- 
tion in consultation with the Ministries of Law and Mines and Fuel. 
'The question of renewal of lease of the land on which the tanks 
were situated and which belonged to the Port Trust also came up. 
In February, 1957, an enquiry was received from another Oil Com- 
pany for the use of the Naval installation for sullage work, which 
was not agreed to. Thereafter while the agreement with the first 
,Company was being Analised, a decision was taken by Government 



in 1959 that all future installations would be given to the Indian Oil 
Company. Subsequently negotiations took place between the Indian 
Oil Company and the private company regarding the terms on 
which the former would take over the assets created by the latter. 
Pending the finalisation of these terms, the private company dec- 
lined to make any payment to Government. After a settlement was 
reached, the p ivate  company made the payment on the basis of the 
terms of the revised agreement. 

The Committee are not satisfied with the delay that has occurred 
in this case in finalising the terms with the private oil company and 
making recoveries from the firm according to the revised agreement. 
Pending the final settlement, at least provisional payment according 
to the revised rates could have been obtained from the firm. The 
Committee hope that such inordinate delnys would be avoided in 
future. 
Delay in establishment of Itospitals-Page 2&Para 43 Sub-para ((I) 

46. In connection with a housing scheme at Pawai for the dock- 
vard workers, Government sanctioned in 1949 the construction of a 
20 bed hospital which was completed in May, 1958. at a cost of 
Rs. 2.89 lakhs. The building was taken over by the Navy in two 
stages in December, 1958 and in June, 1960. 

The staff for the hospital was sanctioned more than a year latar 
in September. 1961, a matron was appointed after a further period 
of ebilut a gear in August. 1962. The Medical Officer joincd 1:lter in  
April, 1963. An out-patient department was started from April, 1963. 
The objective with which the project was sanctioned in 1949 remajn- 
ed unrealised, even five years after the buildiny; l~rcame ready. 

The Committee asked for the rertsons for delay in bringing the 
hospital building at Pawai to use. The representative of the Minis- 
try of Defence stated that the hospital building had been planned 
for the use of the industrial workers of the Naval Dockyard. At the 
time of approval of the proposal for its construction the question of 
entitlement of the industrial workers to medical treatment in the 
Naval Hospital was not properly examined. After the completion 
of the building in 1958, the Naval Headquarters proposed sanctioning 
of certain complement of staff for the Hospital. But a t  the time 
the industrial workers had a limited entitlement to medical treat- 
ment while their families had no entitlement at all. The matter 
remained under consideration till 1961 when their entitlement was 
accepted as an ad hoe measure. Thereafter there was some delay in 
sanctioning the staff and in their recruitment. Explaining the pre- 
sent position the witness stated that the hospital had since startee 
functioning and had patients in it. 



Tbe Committee are unhappy over the inordinate delay of over S 
yenre in the utilisation of the hospital building which was cempleted 
i s  May 1858. It is surprising that at the time of approval o£ the 
comtnrction of the building, the question of entitlement of the indus- 
Mal staff to the medical facilities, for whom the hospital had been 
planned, was not properly examined. The Committee suggest that 
the circumstances in which this important lapse took place in the 
initial stages might be investigated and suitable action taken against 
persons found responsible. 

The Committee are also not satisfied over a period of three years 
bcing taken in deciding the question of entitlement of industrial 
workers to the medical facilities in the hospital and a further delay 
of three years in recruitment of staff etc. 

The Committee find from a note (Appendix XI) submitted to them 
that out of 504 quarters in  the Pawai colony, 218 quarters have been 
allotted to non-industrial staff employed in the dockyard. The 
non-industrial personnel are not allowed to avail themselves of the 
hospital facilities. The hospital is intended to cater for the needs 
of all the  industrial workers of the dockyard in the Pawai colony 
and outlying depots, and their families. The Committee suggest 
!bat the hospital facilities should be extended to the non-industrial 
workers also (including their families) whe have been allotted 
43 per cent of the quarters in the Pawai colony. If necessary, a 
suitable contribution, as in the case of the Central Government 
Health Sfheme may be realised from the non-industrial workers, 
for extending the hospital facilities to them. 

47. During their visit to the colony in Augusr. 1964, :he Study 
Croup 'A' of the Public Accounts Committer found rha! there was 
no ambulance car in the hospital for carrying patient? needing treat- 
ment in other hospitals. The Committee suggest that for proper and 
effective functioning of the IIospital an anrbulance car may be made 
available to the Pawai hospital which is situated far away from 
Bombay city. 

48. The Study Group were also informed during their visit that 
in the absence of the local train stoppage near the colony (the nearest 
stoppage near the colony was stated to be 14 miles from the colony), 
the dockyard workers experie11rc.d considerable difficulty in  attend- 
ing duty in the Dockyard in time. The Committee suggest that the 
feasibility of providing a suitable train stoppage near the colony 
may be exanlined in cailsaltaiion with the Miiistly of Railways. 



Sub-para (b )  
49. Construction of a building to house an operation theatre, an 

X-Ray room and a pathological laboratory for a Naval hospital at 
Bombay was sanctioned in August, 1959, at a cost of Rs. 6.24 lakhs. 
The construction of the .building was taken up after about a year and 
a half in February, 1961 and was completed in January, 1963 at a cost 
of Rs. 6 lakhs approximately. The air-conditioning estimated to cost 
Rs. 1.71 lakhs was sanctioned only in December, 1962. This work 
was commenced only in July, 1963. Sanction was not accorded for 
the provision of special furniture. 

The Committee asked why the airconditioning of the building was 
not sanctioned simultaneously with its construction. The represen- 
tative of the Ministry of Defence stated that there was a difference 
of opinion between the Defence Ministry and the Finance Ministry 
regarding the scale of airconditioning, which was ultimately resolved 
in 1962. In the meantime the construction of the building was allow- 
ed to proceed in order to avoid delay in its completion. As regards 
the special furniture required for the building, the witness stated 
that no sanction therefor had been given on the ground that the 
existing furniture should be utilised, and the Defence Ministry had 
agreed to this. The witness added that the working of the hospital 
had not suffered because of the delay in airconditioning of the build- 
ing, as the alresdy existing operation theatre and X-rav room, though 
inadequate, were being used. 

The Committee are not satisfied over the delay of more than three 
years in sanctioning airconditioning for the building. in the absence 
of which the building (completed in January, 1963) still remains to 
be ntilised. The Committee have in the past emphasised proper 
planning of works so that the connected services can be completed 
simultaneously with the buildings. They desire that the Ministry 
should be more careful in planning such works in future. 



DEFENCE FACTORIES 

(DIRECTOR GENERAL, ORDNANCE FACTORIES) 

Shortfall in produdiolc-rpara S p a g e  6 
50. With a view to augmenting the production of steel Govern- 

ment sanctioned in December, 1951, the reconstruction of an open 
hearth furnace in an ordnance factory, at an estimated cost of 
Rs. 15.20 lakhs. The sanction was revised to Rs. 30.70 lakhs in 
January, 1959. This covered also the purchase and erection of a 
gas plant at an estimated cost of Rs. 2.35 lakhs so as to facilitate the 
simultaneous use of the reconstructed furnace as well as an existing 
furnace thereby increasing the production of steel from 13,000 
metric tons to over 28,000 metric tons. 

Action was, however, not taken to procure the gas plant as it was 
anticipated that a gas producer would become available by June. 
1962, from another ordnance factory on the c~mpletion of a modern- 
isation scheme undertaken by it. The modernisation scheme has 
still not been completed. 

The reconstructed furnace was completed in January, 1961 but 
in the absence of the gas plant. it could be run only alternately and 
not simultaneously with the other furnace; the average production 
was thus only about 15,000 metric tons per annum as against the 
planned production of over 28,000 metric tons. 

The Committee asked for the reasons for delay in the coilstruc- 
tjon of the open hearth furnace. The Special Secretary stated 
that the reconstruction of the furnace formed a part of the normal 
replacement plan in the factory and did not warrant high priority. 
The factory had two acid open hearth furnaces, requiring the use 
of 'A' Grade pedigree scrap. One of them had been planned to be 
converted into basic furnace in order to use 'B' and 'C' Grade scrap. 
It was also intended to increase the steel melting capacity. The 
witness attributed the delay in reconstruction of the furnace to the 
time taken in its designing. In 1951 a private firm was consulted. 
but their design provided for certain sections which were rlot avail- 
able in India or U. K. To that extent the design given was defective. 
So the redesigning of the two furnaces took extra time. It was 



also not possible to find a contractor to do the work. Orders were 
therefore issued in January, 1954 to do the work departmentally. 
It was found then that certain additional b-uildings were necessary 
for the efficient working of the furnace. Consequently a revised 
project report was prepared in 1955, and the estimates went up. 

As regards the procurement of a gas plant, the witness stated 
that an imported gas plant would have involved foreign exchange 
worth Rs. 2 lakhs and would have taken about a year to be installed. 
As it was expected at that time that the gas plant would be avail- 
able from the other factory as a result of installation of an oil 
firing furnace there, it was considered prudent to wait for its release. 
But there had been some delay in obtaining certain parts for the oil 
firing furnace and the gas plant was now expected to be released 
in 1965. 

The Special Secretary informed the Conlmittee that the produc- 
tion had not been affected as a result of less production of steel, 
as the additional steel requirements had to be procured from trade 
on 'as required basis.' The witness added that the second part of 
the reorganisation scheme for the factory i.e. increasing the rolling 
capacity, which was sanctioned in 1958, was expected to be comp- 
leted by May, 1965. The increased steel production capacity by 
running both the furnaces simultaneously would be needed only 
after achieving the augmentation of the rolling capacity. Asked if 
while planning the increased steel production capacity in 1951 (as 
revised in 1959), the rolling capacity was not taken into account, 
the D.G.O.F. stated that it was thought at that time that the rolljng 
capacity would be available elsewhere. In reply to a question the 
D.G.O.F. stated that the construction of the basic furnace had part- 
ly achieved the objective inasmuch as it had enabled the factory to 
use B and C grade scrap which was readily available. As regards 
quantum of steel production. tht. 'witness stated that during 
1963-64 the production increased to 19,000 metric tons. He added that 
even with the provision of an additional gas plant, the simultaneous 
working of both the furnaces would not be possible all round the 
year, as each furnace had to be shut down for three months in a 
year for relining. 

The Committee regret to observe that though the reconstruction 
of an open furnace was sanctioned in December, 1951 mainly to 
double the production and the bulk of the sanctioned amount has been 
spent (Rs. 25.59 lakhs out of Rs. 30'70 lakhs) yet the production has 
not been achieved even after 13 years. This case indicates delay 
and lack of planning at every stage in the execution of the scheme. 
The reconstruction of a basic furnace sanctioned in December, 1951 
at an estimated cost of Rs. 15.20 lakhs was revised in 1959 to &I. 30.70 



l a b  (including Rs. 2.35 lakhs for a gas plant). This fclrtimkr, harP 
costly the delays prwed to be. The basic furnace was completed in 
January, 1961, but a gas plant without which the fnrnace c d d  not 
be run simultaneously with the existing furnace was not procrued, 
although a provision of Rs. 2.35 lakhs for it had been made in IS?. 
A gas plant expected to be released by another factory has not yet 
become available. This Bas resulted in the steel production target 
of 28,000 metric tonnes per annum not being achieved. The Com- 
mittee cannot approve the decision to delay the entire scheme of 
producing additional 15,000 tons of steel for a small item meting 
Rs. 2-35 lakhs for which a provision was also made in the revised 
scheme. This is a typical illustration of the proverb "Penny wise 
pound foolish". The Committee are not at all impressed by the argu- 
ment that the increased steel melting capacity would be -bed  
only after achieving the increased rolling capacity. There is an ever 
increasing demand for steel in the country and hence it was idle to 
suggest that the additional capacity would be required only after 
the rolling capacity was increased. Besides it was also stated that 
the additional steel if produced could be rolled elsewhere. If so, 
the delay in installation of the gas plant for working the two fur- 
naces simultaneously becomes all the more serious. 

The Committee also feel that there has been inordinate delay in 
completion of the scheme for increasing the rolling capacity of the 
factory which was sanctioned in 1958. The augmentation of the rol- 
ling capacity should have been completed simultaneously with the 
completion of the basic furnace. 

The Comnlittee are unhappy to find delays and lack of planning 
at all stages in this rase and hope that action would be taken to avoid 
them in future. The Committee feel that. such lack of planning and 
coordination and consequent delays easily frustrate the very ob- 
jective of these schemes. 

Avoidable expewditzire due to delay in  installation of boilms-pnrn 
&--pages 6 7  

51. Two new boilers costing Rs. 58.870 were purchased from 
abroad in 1955 and 1957 for replacement purposes. 

Due to heavy offtake of steam and anticipated further require- 
ments, it was decided to install these boilers in a different location. 
A boiler house was constructed for this purpose in 1957 at a cost of 
Rs. 16,970. The Central Water and Power Commission and the 
Military Engineer Services, who were approached in 1957, expres- 
sed their inability to undertake the installation work. Tn response 



%o enquiries issued to private firms in October, 1959, two offers were 
r-ived one in December, 1959 and the other in March, 1960; the 
lower quotation being Rs. 1,62,384. 

The Central W a t e ~  and Power Commission was approached 
again in April, l W ,  who intimated in June, 1960, that it was not 
possible to state definitely whether this job could be undertaken 
by  them. In view of this uncertainty, it was decided in August, 
1960, to entrust the work to a private firm. 

The acceptance of the lower quotation (received in December, 
1959) was communicated to the firm after two and a half years in 
June, 1962; the h, however, refused to accept the order owing to 
increased costs. A fresh tender enquiry was issued in July, 1962. 
The lowest quotation of the same firm for Rs. 2,47,327 was accepted 
and a contract was entered into in October, 1962, with a stipulation 
that the work would be completed within eight months from the 
date of receipt of cement and steel. The cement was received in 
August, 1963 and the steel was supplied by the firm from its own 
stock subject to replenishment. 

The boilers were installed in April, 1964. 

The Committee asked why the Central Water and Power Com- 
mission who had expressed their inability to do the work in 1957, 
were approached again in April, 1960 to undertake installation of 
boilers. The Special Secretary stated that the Central Water and 
Power Commission had earlier expressed their inability to under- 
take the work because of other commitments with them. When 
first approached in March, 1957 they had stated that there was 
n o  prospect of undertaking this work till the third or fourth quarter 
of 1958. In 1958 they had stated that they would be busy with 
other work till about the end of 1960.- Inquiries were thereafter made 
from private firms, but the firm which tendered did not submit 
their proper quotation till 1960, when the second tender was also 
receivned Because of a long time taken by the firm in submitting 
their quotation and the Central Water and Power Commission 
having agreed to install a boiler ir. another factory at this station, 
the Central Water and Power Commission were again approached 
in 1960 for assistance in this case. The witness urged that the idea 
of not accepting the firm's tender in 1960 was to save money, but 
it turned out to be wrong. He admitted that the original estimate 
of Rs. 12,600 for the work was completely unrealistic. 

The Compittee asked for the reasons for delay in the receipt of 
cement and steel which resulted in delay in the completion of the 
project. The Special Secretary stated that when the firm could not 



get steel and cement, they approached the Defence authorities 
who helped them in getting cement. But there was some difficulty 
in getting steel. The firm ultimately agreed to issue steel from 
their own stock, which was meant for other jobs on the condition 
that the Defence Authorities would replenish the stock when steel 
was available. The witness added that the boilers had been instal- 
led and had been working since April, 1964. 

In the absence of any firm commitment made by the Central 
Water Power Commission in 1957 to undertake this work, i t  is 
surprising why they were approached again in 1958 and 1960. This 
is yet another example of how avoidable delays have increased the 
cost. The Committee cannot appreciate the points urged in justifi- 
cation of this delay and feel that this was all avoidable. Particularly 
the Committee find no justification for not communicating the 
acceptance of the lower quotation (Rs. 1,62,384) till June, 1962 after 
the Central Water and Power Commission had finally expressed 
their inability to undertake the work in June, 1960. I t  is surpris- 
ing that the decision to accept the tender received in December 1959 
was taken only in June 1962. In the ordinary course of business 
the au thurity concerned should have requested for the extension 
of tender date. Prompt action in June, 1960 to accept the lower 
quotation might have saved Government of an extra expenditure 
of Rs. 85,000. 

52. The Committee asked about the justification for treating the  
project as urgent. The Special Secretary stated that the fact that the 
old boilers, which were required to be replaced. were still working 
indicated that the officer concerned had treated the project as ur- 
gent in order to get Government sanction. The officer had put up 
t ! ~ e  proposal on the basis of the expected life of the boilers, and it 
was accepted by the Ministry. After the receipt of the first boiler. 
the local authorities decided to await the second boiler and install 
them together for administrative and technical convenience. But 
on receipt of the second boiler it was found that the requirement 
of the factory had increased. and it was decided to install them at 
another place. The Committee desired to be furnished with a nctc 
stating the date of installation of old boilers which were proposed 
to be replaced, their expected life, and the number of years for 
which they had been used by 1955. From a note (Appendis XI11 
submitted by the Ministry, the Committee find that by 1955 the first 
boiler had done 30 years out of its expected life of 42-50 years. 
But as the boiler's pressure was reduced. the inspector demanded 
open inspection every year. This was found uneconomical and there- 
fore that boiler was condemned. Tht. second boiler had done 29: 



years against its expected life of 2 5 - 4 0  years. Since 1950 it was 
found to be working at progressively low pressure and extensive 
repairs were required and its functioning was found highly un- 
economical. I t  was also, therefore, condemned. 

From the above facts the Committee note that in 1955 the old 
boilers were condemned because of their being uneconomical 
although they were working and are still working. Even the in- 
creased requirement arisen after 1957 was met by the existing 
boilers. The Committee therefore see little justification for treating 
the projoct as urgent. If the urgency attached to the project was 
only "for sake of obtaining the Government sanction", as admitted 
by the Special Secretary during evidence, it would be in the Com- 
mittee's view a matter to be taken serious notice of. 

Avoidable expenditure on the manufacture of plants-para &page 8 

53. In August, 1954, the Rifle Factory, Ishapore, circulated its 
1.quirement of two units of gas generators to all other factories. As 
there was no response. the factory was authorised by the Director 
General, Ordnance Factories, in March, 1957, to manufacture them 
departmentally. The manufacture was started in May, 1960; one was 
completed in September 1960 and the other in March, 1963, at a total 

.cost of about Rs. 50.000. In another factory, however. two similar 
units received in 1950 had been lying unutilised ever since their 
installation in 1953 for want of replacement of a defective part. 
Moreover on receipt of electric furnaces in that factory from abroad 
during 1953-54 the gas generators became redundant. These genera- 
tors were formally declared surplus to Director General. Ordnmce 
Factories, only in August, 1958. 

In el-idencc. the D.G.O.F. stated th;t the two gas generators 
held by the second factor:, becnme surplus aft el- the inductior~ 
furnaces and electric furnaces were commissioncd there in 1958. 
The elc~tric furnaces had been received during the period 1953-46, 
but the gas producers could no! be spared till all the electric furnaces 
had been installed in place of the gas operated furnaces. The Com- 
mittee drew attention to the statement contained in the Auctit para 
that the two gas generators had been lying unutiliscd ever since 
their installation in 1953 for want of replacement of thc Jefcctivc 
parts. The witness stated that t h ~  c)nly defect with the gas generators 
was that they could not store gas but  t?wy could produce gas. Tliey 
were lying unutilised because of iusufficient ordcrs for manufacture 
.of stores in the factory. 



It  is not clear why no action was taken by the Director General, 
Ordnance Facteries to cancel the order for the manufacture of two 
new gas generators required by the Rifle Factory, Ishapore, after 
two gas generators became surplus in another factory in August, 
1958. (The manufacture of these two new gas generators started 
only in May, 1960). Such a course would have saved expenditure on 
the manufacture of two new generators. The Committee regret to 
observe that lack of proper co-ordination between Director General, 
Ordnance factories and the two factories msulted in this avoidable 
expenditure of Rs. 50,000. The Committee also asked ihe reasons for 
delay of three years in taking up manufacture of the two new gas 
generators. Thc D.G.O.F. stated that these gas generators were 
required for replacement of the existing ones in the factory in 
accordance with the normal prescribed procedure. But during the 
period 1956-60 there was hardly any work in the factory. Even 
assuming that the M e  Factory, Ishapore, had no knowledge abwt 
the two surplus gas generators available from the second &tory 
in August, 1958, the Committee are perturbed to note that there was 
inordinate delay in taking up the manufacture of new gas gene- 
rators. The two generators were taken up for manufacture in May, 
1960 and November, 1962 and were completed in September, 1960 
and March, 1963, respectively. 

Manufacture of civil trade items-para 9,  page &sub-para (b)  

54. Against orders for 330 numbers of pallet trucks (280 for 
possible use in the factories and 50 for sale to c i d  trade) placed 
by the Director General, Ordnance Factories. on the same factory. 
manufacture was taken up in 1955-56. In ?:larch. 1957 C~overnrnent 
issued general orders laying down the nature and number of items 
to be manufactured for civil trade. Under these orders the number 
of pallet trucks was restricted to 10. The manilfacture was stopped 
in 1960 after 225 completely finished trucks and 105 trucks in a 
semi-finished condition had been produced. Up to October, 1963, 195 
trucks were issucd to other factories and 10 trucks sold to Bharat 
Electronics Ltd. leaving 20 trucks valued at about Rs. 15.000 in 
stock. The value of the finished and semi-finished components was 
about Rs. 74,000. 

In  evidence, the Special Secretary stated that the Director 
General of Ordnance Factories had ordered In 1 9 s  the manufacture 
of 280 pallet trucks for meeting the requircmcrits of Ordnance 
Factories, but there werc no firm orders at that time. He also 
ordered 50 pallet trucks for stock purpose for civil trade the maxi- 
mum number which he could ordcr for civil trade at that time. In 
1957, the h i t  of storage of trucks for civil trade requirement was 



reduced from 50 to 10. In 1960, the actual demand of Ordnance 
Factories was 195, which the D.G.O.F. was able to meet. In addition 
the D.G.O.F. had 20 assembled trucks which were in excess of the 
limit of 10 allowed by Government for stock purpose. Further pro- 
duction was therefore stopped. Subsequently the D.G.O.F. received 
orders for 13 more pallet trucks from the Ordnance Factories. The 
remaining 7 trucks were also issued during November-December, 
1963. The present position was that the factory had received further 
orders for 117 pallet trucks, as a result of which the components lying 
in the factory would be fully used. 

The Committee are unable to understand how the Director Gene- 
ral, Ordnance Factories placed orders in 1954 for 280 pallet trucks for 
possible use in the factories in the absence of any firm requirements. 
(The actual requirement of the Ordnance Factories upto October, 
1!%3 was only 195). Further, after the production for civil trade 
was restricted to 10 trucks under the Government orders issued in 
March, 1957, no action was taken by the D.G.O.F., to reduce the ordcr 
placed on the factory accordingly. This, the Committee feel, was a 
serious lapse. The Committee also cannot appreciate the compo- 
nents valuing about Rs. 74,000 lying in stock for 4 years, thus lock- 
ing up funds and blocking much needed storage accommodation 
with attendant risk of losses. The Committee hope that, as assured 
by the Special Secretary, these components would now be utilised. 
They would like to be informed when the components are fully 
u tilised. 

High Cost oj manufacture-para 10-pages 8-9, sub-para (a) 

55. During the period from November, 1959 to June, 1962, the  
Master General of Ordnance Branch placed eleven demands on the 
Director General, Ordnance Factories for the manufacture of 77,915 
numbers of nets camouflage, 24X24' (58,915 nets for supply during 
March, 1960 to July, 1963 and the balance 19,000 during April, 1964 
to July, 1965). Upto the end of June 1963 only 47,277 nets were 
manufactured at a cost which ranged from Rs. 80 to 89 each during 
the years 1950-60 to 1962-63. 

6,000 numbers of the same item were obtained during October, 
1962 to January 1963 through the Supplies and Disposals organisa- 
tion at Rs. 29.71 each. The extra cost of manufacturing 77,915 nurn- 
bers in the ordnance factory (as compared with the amount com- 
puted at the rate for market purchases) was about Rs. 40 lakhs. 



The following statement shows the comparative cost of produc- 
tion by the D.G.O.F., cost of material and market price. 

Cost of production in Cost of material Market price Extra cost 
ordnance factory included in the incurredl 

cost of produc- likely to 
tion figures be incurred 

by the factory 
on the basis 

of the market 
price 

Rs. Rs. Rs. Rs. 

79 68 (1 959-60) 27-04 29-71 The extra 
(Supplies cost on the 

80. 13 (1960-61) 27.26 through the manufacture 
D.G.S.& D. of 77,915 
effected nets is of 
during Oct., the order 

89-16 (1961-62) 34.29 November and of Rs. 40 
December, 1962 lakhs. 
and January, 

81 . I o (1962-63) 35'87 1963) 
-- - 

In evidence the Special Secretary stated that high cost of pr* 
duction of camouflage nets 24' ~ 2 4 '  in the ordnance factories was due 
to overheads. The cost of production by the ordnance factories was 
Rs. 76-75 each in 1963-64 which was made up of Rs. 34.41 for mate- 
rial, Rs. 17.29 for labour, Rs. 25.05 far overheads*. As regards the 
low market price of the nets, the witness stated that these nets 
were made by fishermen in their spare time, and they could produce 
them much cheaper, but their capacity was very small. On his atten- 
tion being drawn to the higher cost of material in the case of 
ordnance factories, the witness stated that according to D.G.S. & D. 
this was due to handling charges, middle-men's profit and other 
things included in the cost of material procured through the tender 
system, while the fishermen could buy it straightaway. The 
D.G.S. & D. had been asked to investigate this aspect further. 

The witness further informed the Committee that the Ministry 
came to know about the low market price of the camouflage nets 
only as a result of the first trial order for 6000 nets 24' y 24' placed 
through the D.G. S. & D. in December, 1961, against which a supply 
of only 3000 nets was receivrd in November, 1962. As the demand 
of the Army for nets was much larger as compared with supplies 
available from trade, they insisted especially after the emergency 
that the nets should be produced quickly whatever the price. Large -- . -. - ? ---- -- - 

*According to the Ann& Accounts for 1963-64 in respect of Hannss and Saddkry 
Fuctory, thr cost of production wns Ra 7.1'88 which was made up af Ks. ~J.ZI for 
material, Ks. 17.56 for hbwr  and RIJ. 23 ' xo for ovcrhcada 
2206tAii) LS-6. I 



supplies had therefore to be obtained from the D.G.O.F. After a 
substantial part of the demand of the Army had been met, it was 
decided that only 25% of the future requirements should be met 
from the Ordnance Factories, and the remaining 75% should be met 
from trade. The witness urged that if 100% orders were placed on 
the civil trade, they might increase the prices unduly, and secondly 
the Ordnance Factories should have knowledge and experience 
of making these nets for emergencies. Even in 1963 an order for 
1,07,810 nets placed on the D.G.O.F. was off-loaded to trade, which 
the D.G.S. & D. had been able to cover to the extent of 94,000 
numbers so far. No supplies had yet been made against this order. 
The price quoted by trade against this order ranged from Rs. 30'25 
to 38 each as against Rs. 29.71 each at which these nets were procured 
during October 1x2 to January, 1963. In reply to a question the 
witness stated that the quality of the nets produced by the D.G.O.F. 
and those procured from trade was above the minimum standard 
laid down. 

The Committee are surprised to know that the cost of production 
of camouflage nets in the Ordnance factories, is more than 2) times 
that of the market price. What is more surprising, is the fact that the 
cost of material included in the prduct ion cost in 1961-62 and 1962-63 
in Ordnance factories is more than the market price of finished nets. 
The Committee feel that due to various advantages of a large scale 
production, the cost of production of camouflage nets in Ordnance 
factories should be less than the prevailing market prices. The 
Committee were, therefore, not satisfied with the reasons given by 
the representative of the Ministry justifying this excessive cost of 
production in ordnance factories. They desire that thr* Director 
General, Ordnance Farlories should analyse the coit of vroduction 
of thew nets and take suitahlc steps to redurc it. The Committee 
would alqo like to know the cqtc.ome of thr invr,tigatio,~ hy the 
Director General, Supplies and I3isposals regarding higher cost of 
the nlaterial procured tor thrsr nets through him. 

Sub-para ( c )  

56. The cost of safes meat and milk manufactured in the 
ordnance factories from December, 1959 onwards was Rs. 194 each. 
Against this, the cost of procuring them from the trade during 
1960 was Rs. 41 each. 

The cost of materials done included in the factory cost was 
about Rs. 73 which was 78 per cent higher than the cost of procure- 
ment of the completed article from the trade. 



The extra cost in the manufacture of 2,245 safes completed upto 
' August, 1962, was of the order of Rs. 2 lakhs. According to Audit, 
the extra cost in the case of 2,199 other safes, either manufactured 
thereafter or which were in the course of manufacture in the 
ordnance factories would be about Rs. 1.98 lakhs. 

In evidence the Special Secretary stated that the safes meat and 
milk referred to in the Audit para was purely a local purchase 
store, which had not been inspected by the inspectors. The meat 
safe p r o d u d  by the D.G.O.F. conformed to the appropriate 
standard. The witness added that in another case in which 1300 
safes meat and milk had been ordered from a private firm at the 
rate of Rs. 60 each plus sales-tax, the entire first lot tendered by 
the firm had to be rejected. having as many as 35 defects. The 
agreement with the firm had, therefore. been cancelled. and it was 
decided to procure that quantity from the Ordnance Factories. The 
witness added that in order to procure meat safe of prescribed 
specifications at a lower price from trade. it was proposed to meet 
25'f of the requirement from trade. But the D.G.S. & D. who was 
approached to meet 25' of the requirements had stated that this 
item of furniture did not fall within his line o f  supply 

Whide the Conunittee appreciate that the safes meat and milk 
manufactured by the Ordnance Factories conform to the appro- 
priate standard laid down for this item. they cannot help feeling 
that the cost of production of Rs. 1&i each is very much on the 
high sidc.  Ttw Comtnittce desire that the D.G.O.F. should analyse 
the cost a.nd explore the possibility oi bringing it down to a reason- 
able level. The Committee would also like to know the outcome 
of the proposal to meet 25'; of the requirement from tarde and the 
price paid as a result thereof. 

The Committee had tieslrcd to Ix' furnished wlth a statement 
showing the comparative costs of manufacture of various important 
civil trade ikms produced by the D.G.O.F. and by trade in India. 
From the statement furnsht4 by the Ministry the Committee find 
that in m l e  other cases also, cost of production by trade is less 
thml the cost in Ordnance Factories. The Committee hope that 
efforts will continue to be madp to bring the ccrst of production of 
these items to the level of market prices. When, despite such efforts, 
i t  is found that the cost of a particular item cannot be brought down 
reasonably near the level of market price, the question of disconti- 
nuing manufacture of such an item in the Ordnance Factory should 
be carefully examined. 



57. In March, 1957, 'baling' machine was purchased and installed 
in January, 1959 at a total mst of Rs. 37,226 for baling scrap in 
the factory so that it could be sent to the associate factories for 
utilisation for production purposes. The machine had remained un- 
utilised after its installation except for baling only one wagon-load. 
The scrap continued to be sold to private dealers on "as is. where 
is" basis. 

In evidence the Special Secretary stated that when the baling 
machine was ordered, the scrap was required by another factory. 
But after its installation it was found that this particular type of 
scrap (sheet metal cuttings) which comprised large pieces and which 
could be used for various purposes, could be sold at a very good 
price locqlly i.e. Rs. 400 per ton. The type of scrap required for the 
other factory was locally available at  the other station at much 
cheaper rates. The witness added that the local sale of scrap had 
resulted in a profit of Rs. 6 lakhs. The baling machine had since 
been transferred to the other factory where it was required. Asked 
whcther the favourable sale price of the scrap obtaining locally was 
not taken into consideration at the time of ordering the baling 
machine, the witness stated that in 1956-57, the price of scrap was 
Rs. 55 to Rs. 130 per ton but in 1959-61 it rose to Rs. 400 per 
ton. To a question how the scrap w8 - sold at a higher price in spite 
of the imposition of statutory control on its pric the witness stated 
that in this case the permission of the Iron and Stc.2; Controller had 
been obtained for selling the scrap at a high price. The witness 
added that the scrap had since been decontrolled. (August, 1962), 
and i: was available at the price of, Rs. 185 per ton, whereas the 
particular type of scrap was being sold by thr factory at Rs. 400 
per ton. 

In the opinion of the Committee the price of the particular type 
of scrap (sheet metal cuttings) whicb could be u -1 for various pur- 
poses would always be higher than the market price of ordinary 
scrap. It is surprising that the D.G.O.F. discovered this only after 
the installation of the baling machine in the factory in January 
1959 as a result of which the baling machine became redundantj 
immediately on its installation. The Committee regret to note that 
there was an initial lapse, in determining the utility of baling 

machine in this case. 



%tract for munufacture of Shuktimcrn trucks-Para 29-Pages 20-21 
Sub-para (a) -Unintended benefit 

58. The agreement for the manufacture of Shaktiman trucks in 
India, entered into with Messrs. M.A.N. uf Germany on the 11th 
September, 1958, contained the following among other provisions:- 

(i) the total price of components paris for each unit together 
with packing and f.0.b. charges will not exceed 
Rs. 21,429; and 

(ii) the break-up of the price of Rs. 21,429 by major parts 
and components will be submitted within one month 
of the signing of the agreement i.e. by the 10th Octo- 
ber. 1958. 

From the break-up furnished, it was seen that the total price 
of each complete unit f.0.b. German port included Rs. 675 on 
account of packing and forwarding charges. 

With the progressive indigenous manufatcure of the various 
parts;components, the components per vehicle ordered o r  the firm 
have undergone a decrease in number, bulk and weight (it was 
stated that a t  the end of June. 1963 43 per cent of the components 
in value were of indigenous manufacture and that the cost of im- 
ported components was about Rs. 12,214 per vehicle). but the 
packing and fonvarding charges continued to be paid at the rate 
of Rs. 675. 

According to Au&t on a rough asscm~nent the un-intended 
benefit which would accrue to the film in ~ - q x c t  of 5.840 trucks 
ordered till October, 19f3 in the shape of escessive packing and 
forwarding charges worked out to Rs. 15 lakiis. 

In the evidence, the Special Secretary stated that the question pf 
reducing the packing and forwarding charges in proportion to the 
reduction of imported parts had been taken up with Mls &LLV two 
years back. But the firm had pointed out that the cost of packing 
components was much more than that of packing a whole assembly. 
As a result of pressure from the Ministry, the firm had, however, 
agreed to revise the packing 'and freight charges to lor; of the cost 
of imported components as soon as it went below 5000 D.M. 
(Rs. 6000). The witness added that the original packing charges of 
Rs. 6751,- worked out to 3"; of the total price of Rs. 21,429:- for all 
thc cornponcnts as against 10% paid by 1TLCO to another German 
Firm. The usual packing charges in the automobile industry 
ranged from 6 to 12 per cent. 



The Conunittee are not convinced of the logic that the packing 
and forwarding charges of imported components which have s u b  
tantially reduced in quantity and bulk should be the same as for 
the complete unit. They feel that the agreement was defective on 
this point and gave an unintended benefit to the finn. According 
to audit the unintended benefit accruing to the firm in respect of 
5,840 trucks upto October, 1!K3 would work out to Rs. 15 lakhs. 
The Committee are not satisfied over the marginal reduction in the 
packing charges (i.e. the charges would be 10 per cent. of the cost 
of components when it goes below Rs. 6..000) which the Ministry 
have been successful to secure from the firm. The Committee trust 
that the Ministry will be more careful while entering into future 
agreements. 

In reply to a question the Special Secretary stated that the indi- 
genous contents in the trucks was 69.41 per cent as on 30th Octo- 
ber, 1964. This percentage was relatable to the price of the truck 
as laid down in the Contract, taking into consideration the increase 
in price in Germany under the escalation clause. The witness 
added that the percentage of the indigenous contents would be 
higher if it was calculated on the basis of the present rupee value 
of the truck. 

Asked if the progress of the indigenous content was according 
to schedule, the witness stated that it was slightly below the expec- 
tations. The progressive increase in the indigenous content was 
stated as follows: 28.9 per cent. in 1960, 35 per cent. in 1961, 48:8 
per cent. in 1962, 56.3 per cent. in 1963, 64'5 per cent. in March, 1964 
and 69.41 per cent. at present. 

The Committee desired to be furnished with: 

(a) a statement showing the number of persons trained by 
the Collaborators and duration of training given; 

(b) a note stating the progress regarding achieving the indi- 
genous contents of trucks and whether it was according 
to the revised programr.le. 

The information furnished by the Ministry of Defence is given 
in Appendix XIII. The Committee find that the programme for the 
manufacture of trucks originally drawn up in 959 had to be revised 
twice, in 1961 and 1963. In spite of the revisions, the actual pro- 
duction of trucks has been below expectation. During the two years 
1961-62, and 1962-63 the production was a little over 1500 trucks as 
against the  expectation of this quantity in a period of one year. 



The actual production against the original and revised progFamm- 
is as follows: 

Period No. of trucks Indigenous No. of Indigenous 
to be percentage trucks p e r ~ t a g e  - 

manufactured as per Plan manufactured ach~eved 

(i) Original Programme 
(1959) 

1st year (1-7-59 KO 
30-6-1 NO) 1200 

( i i )  Revised Programme 
(1961) 

3rd Year (1-7-61 to 
30-6-62) I 500 

4th Year (1-7-62 to 
30-6-63) I 500 

6th Year (1-7-64 to 
30-6-65) roo 7 2  3x4. 69-61 * 

("for .j months, 1-7-64 
to 31-1M4). 

It is anticipated that during the remaining period of 
8 months of the current year (i .e.  from November, 1964 to 
the end of June, 1965, the outturn of production of trucks 
would be 1,000 thus raising the total production 
to 1314. The percentage of indigenous content expected to be 
achieved is stated as 71.67. 

The Conrmittee had in their Seventeenth Report Third Lok 
Sabha) expressed their concern over the production of trucks lag- 
ging behind the planned targets and had expressed the desire that 
every effort should be made to adhere to the revised programme of 
production. The Committee regret to note the shortfall in produc- 
tion even according to the latest revised programme. They hope 
that vigorous steps will be taken to adhere to the revised programme. 
The Committee would like to watch the pro-s in this behalf 
through future Audit Reports. 



Sub-para ( b )  -Avoidable expenditure 

59. Under the contract referred to above, the firm also g u a r a n t d  
the satisfactory performance of the truck and the engine under 'nor- 
nal prevailing Indian conditions.' 

The tests carried out in the presence of the engineers of the finn 
showed some defects, one of them was excessive engine oil tempera- 
ture. To remove this defect the firm's representative suggested the 
f i t t i ~ g  of an oil cooler. 

When the firm submitted the break up of the total cost on the 
29th October, 1958, it was noticed that the oil cooler for which they 
quoted a price of Rs. 229 had been excluded from the list of parts 
and components to be supplied within the total cost of Rs. 21,429. 
The fkn contended that this price for the whole unit was a rock- 
k t t o m  minimum for the standard military version of the truck and 
that extra fitments such as the oil cooler could not be included with- 
in that price; they. however, supplied free of cost 1,200 oil coolers 
'as a matter of goodwill'. In October, 1960, the Minister of Defence 
accepted this contention. Upto the end of May, 1963 orders were 
placed for 4,300 oil coolers at a cost of Rs. 9.84 lakhs. 

The Committee asked why the guarantee clause provided in the 
contract was not enforced against the suppliers for provision of the 
oil cooler which was necessary for satisfactory performance of the 
engine under normal prevailing Indian conditions. The Special 
Secretary stated that according to the Ministry's interpretation of 
the relevant clause, i t  could not be enforced for this purpose. The 
Oil Cooler was not an essential item for the satisfactory perform- 
ance of the engine. I t  was considered only a desirable item. Dur- 
ing the trials held under the worst possible conditions i.e. in a 
stationary condition under the hottest temperature, the oil had reach- 
ed a temperature of 115". It was assessed that on running the 
vehicle under the similar conditions the temperature would come 
down to 110" when some oxidation would take place. As a result 
the oil would have to be changed a little earlier than usual, al- 
though the performance of the engine could not be affected. The 
witness added that ordinarily the  oil temperature would not exceed 
105O, at which temperature on oxidation took place. On the advice 
of the firm, an order was placed for the oil cooler, the cost of which 
was small. The oil cooler was not one of the items included in the 
standard catalogue. The witness added that the Law Ministry's 
advice was that provision of the oil cooler under the contract could 
be insisted upon if it was included in the catalogue and specification. 
After considerable persuasion, the firm agreed to supply 1200 oil 



coolers free of cost to cover a period of one year within which the 
item was expected to. be produced indigenously. But the factory 
was not able to produce the item within 12 months. 

In reply to a question the witness statcd that the agmement with 
the firm was signed on the 11th September, 1958, and the trials had 
been held earlier but a report about them was available a few days 
after the conclusion of the agreement. Asked whether the require- 
ment of the oil cooler was intimated to the Collaborator within 14 
days of signing the agreement as stipulated in article thereof, the 
witness stated that this requirement was known only in the second 
week of October, 1958, i.e. after the expiry of the period of 14 days. 

In a note (Appendix XIV) submitted by the Ministry the dates 
of holding trials and receipt of reports thereon have been stated as 
below :- 

Nature of' trials Dates of Trials Dates of receipt 
of trial report 

(a) Dynamometer Trials on p.h May 1958 to 3rst 10th June 1958. 
MAN Multifuel Engine May 1958. 

(b) Standard Performance 8th August 1958 to (i) Special Report 
road trials on the truck. 23rd August 1958. 30th August 1958. 

(if) Detailed Report 
7th October I 958. 

It has also been stated in the note that the defect regarding 
excessive oil temperature was detected during Dynamometer trials 
carried out on engine during 7th May 1958 to 31st May 1958. The 
Dpamometer trials are carried out on engine only (when the 
engine is on the bench and separate from the vehicle) and the report 
on this test indicated that the engine oil temperature should come 
down aftcr fitment of the engine on the truck on account of cooling 
by current of air. The Special Report of 27th August 1958 received 
on 30th August, 1958 on road trials of this truck did not mention 
this d e f ' t .  However, In the detailed report of 3rd October, 1958 
received in Directorate of Vehicles on 7th October, 1958, this defect 
was mentioned and recommeuded to be rectified. The defect was 
immediately intimated to the representative of hlessrs. M.A.N. in 
New Ilelhi on 10th October, 1958. 

The Committee cannot understand why the defect regarding 
mcessive oil temperature was not included in the Special Report of 
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27th August, 1958 on the standard performance road trials on the 
: truck. The oil cooler which was necessary for the satisfactory per- 

formance of the truck should have been included in the list of items 
required under the agreement. I t  is regrettable that the detailed 
report a b u t  the performance of the truck was available only after 
the expiry of the stipulated period of 14 days of the conclusion of 
the agreement. As the Ministry were aware of this provision in the 
weement  regarding communication of any defects in the perform- 
ance of the truck, the special report should have been available 
within this period. The Committee are also of the opinion that the 
agreement should have been signed only after the receipt and study 
of the detailed report. The Committee desire that the responsibility 
should be fixed in this case. 

Delay in recision of rent of quarters attached to the ordnance facto- 
ries-para 3 b p a g e s  21-22. 

60. General Managers of factories were authorised in 1926 to fix 
concessional rents for quarters subject to certain minima ranging 
from Rs. 0.75 to Rs. 17-50 per quarter depending on the type of the 
quarter. In 1944. similar discretion with minima ranging from 
Rs. 0-75 to Rs. 7 was vested with the General Managers in respect 
of war-time accommodation. In both cases. they were authorised 
to charge higher rents when they considered it masonable to do so 
keeping in view the rents prevailing in the particular district and 
the class of employee in occupation of the quarter. In actual prac- 
tice, only the minimum concessional rent had continued to be 
charged. 

In view of the rise in rent levels and also the substantial in- 
crease in the emoluments of the individuals concerned, the desir- 
ability of reviewing the minimum rates was suggested in audit in 
August, 1949. A re-assessment of rent Gas finally agreed to in prin- 
ciple by the Ministry in July, 1955. 

A board of officers was. however, constituted for the purpose 
only after about three years in June, 1958, for re-assessment of rent. 

The board submitted their report in February, 1961. They re- 
commended the discontinuance of the concessional rents in respect 
of both the pre-1939 permanent quarters and the post-1939 renovat- 
ed hutted type quarters and added that the normal rules should be 
followed in all cases, due allowance being given wherever all or any 
of the amenities (water, power and sanitation) were lacking. The 
final decision of the Government on the mcommendations of the 
board is still to be taken. 



According to Audit the difference between the rent of the quar- 
tens recoverable under the normal rules and the rent recovered from 
t h e  occupants, works to about Rs. 3.60 lakhs per annum. 

In evidence the Special Secretary stated that although there was 
justification for increasing the rent of quarters according to the 
rules, the accommodation was extremely unsatisfactory. Out of 
19,423 quarters in all, 2897 were permanent, 4510 renovated and 
12,016 unrenovated. Most of them were war-time hutted accommo- 
dation and had no electrification. The permanent accommodation 
was mom than 40 years old and its book value was negligible. The 
hutted accommodation was in a dilapidated condition. The bulk of 
these quarters were occupied by the ordinary workers. The Board 
of Officers had recommended 955 increase in mnt of permanent 
accommodation and 500"; increase in the case of war-time hutted 
renovmted and unrenovated accommodation. The witness expmssed 
the view that this increase in rent was grossly wrong from the point 
of view of administration, and added that he proposed to review the 
earlier decision. 

The Committee asked the reasons for delay at various sthges in 
reviewing the rates of rents. The Special Secretary stated that 
after Audit had suggested a review of the rates in 1949 the matter 
remained under consideration for about 6 years. as the officers at 
emry stage were reluctant to enforce an increase in the rent. As 
mgards the period of 3 years taken by the Board of Officers, the 
witness stated that they had to collect statistics and visit various 
places. With regard to delay after 1962 in implementation of the 
recommendations of the Board regarding revision of rates, the wit- 
ness stated that the matter was held in abeyance because of the 
emer tyncy. 

The Committee also noted that the Ministry had informed Audit 
in September, 1964 that instructions had been issued to the Director 
General, Ordnance Factories to implement the recommendations of 
the Board of Officers and arrange for revision of rents for the quar- 
ters. The Special Secretary stated that instructions had been issued 
on the 22nd September, 1964, but subsequently he had discussed the 
matter with the Director General Ordnance Factories who was of the 
considered view that it would not be possible to implement the deci- 
sion especially during the emergency because it would cause agita- 
tion among the workers. The witness added that as a result of fur- 
ther consideration of the whole matter, he was of the opinion that 
the earlier decision was wrong and he proposed to get Government 
sanction to reverse the same. 



The Committee are distressed a t  the halting manner in which 
the question of revision of the rent for the quarters had been dealt 
with by the Ministry after the need for revision was pointed out bg 
Audit in August, 1949. The reassessment of rent was agreed to in 
principle by the Ministry after six years in July, 1955. There was a 
delay of another 3 years in appointing a board of officers to advise 
on reassessment of rent. The Board taok another 3 years and sub- 
mitted their report in Feb., 1961. The final decision on their recom- 
mendations has not yet been taken. The Committee arc surprised 
that after this question had been thoroughly gone into by the Board 
of Officers, the Ministry again want to review the matter at this 
stage. The Committee find a little justification for not intplentcnting 
recommendations of the Board. The Committee desire that the find 
decision in the matter should be taken without any further delay. 

Extra expenditurp on security ar~angenzents-para 49-page 32. 

61. With a view to reducing the expenditure on security arrange- 
ments in the ordnance factories. Government sanctioned in March, 
1959. the purchase and training of four dogs. In February, 1960, the 
employment of five handlers was also sanctioned. It was anticipat- 
ed that (i) the training of the dogs would be completed within three 
months; (ii) the recurring expenditure per dog will be Rs. 115 per 
mensem; and (iii) that each trained dog would rrplace about 12 men. 

According to Audit, the training of the dogs purchased in March, 
1959. for Rs. 1,500 took more than two years and they were placed 
on duty in two factories in ,%~ptemb~r. 1961. 

Accordmg to Audit the schernc has been in force for more than 
two years since September, 1961. but no reduction in the strength 
of the security personnel had been effected as it was found that 
these dogs could work only conjointly \n th  the security personnel 
during night time and in areas which were not guarded previously. 
Up to the end of Aug. 1963, an expen&ture of about Rs. 49,000 had 
been incurred on the salary of the handlers and feeding-charges etc. 
of the dogs 

Referring to the economy in the security staff as a result of the 
introduction of the dogs, the Special Secretary stated during evi- 
dence that although a second shift had since been started in one of 
the two Factories, there had been no incrcase in the security staff. 
The Director General Ordnance Factories stated that actually 11 
posts had been surrendered. The Committee, however, observed 
from a letter dated 1-8-1963 of Gencral Manager of the Factory, that 
the posts were abolished in 1959 i.e. two years before the introduc- 
tion of the dogs. The Special Secretary stated that it was possible 



that the posts were not filled in anticipation of the introduction of 
the dogs. On his attention being drawn to the statement contained 
in the Audit para %at the dogs could work only conjointly with the 
security staff, the witness stated that it would not have been pru- 
dent to reduce the staff in the beginning, and better results could 
be achieved only after the factory had gained some experience 
about the guard duties performed by the dogs. The Committee de- 
sired to be furnished with a note stating the number of posts not 
filled as a result of or in anticipation of the employment of dogs. 
In a note submitted to the Committee, the Ministry have stated that 
in one of the two factories posts of 4 Site Wardens and 3 Durwans 
were replaced by the team of 2 security dogs. The posts of Site 
Wardens were surrendered in October, 1959. As regards Durwans, 
the three vacancies arose on 20-5-1961, 1411-1H2 and 22-1-1962. 
Further, a post consisting of one NCO and 3 ORs was abolished and 
these men were released from their responsibility at the Stockyard. 
(These guards were utilised elsewhere and the posts were not actual- 
ly surrendered). The mini st^ have not been able to collect similar 
statistics from the other factory where from August 1962 a team of 
2 security dogs has been functioning. The Ministry have, however, 
urged that before any effect of the two teams could have been noted 
and consequent steps taken to reduce any posts, the Emergency was 
declared and this resulted in increased activities. It is, therefore, 
difficult to assess exact savings, though what must have happened 
is that lesser number of additional posts would have been created 
to meet the additional demands. 

As regards the delay in training of the dogs, the Special Secretary 
stated during evidence that although i t  was expected to train them 
in three months, the actual experience showed that the training 
facilities for the purpose w x e  not easily available in the country. 
The D.G.O.F. had tried to utilise the training facilities available in 
the A r m y  but their capacity was fully employed. Therefore, he had 
to approach the Government of West Bengal for the purpose. Asked 
about the justification of employing five handlers for four dogs, the 
witness stated that there should ha14 been four handlers. and added 
that actually one handler had rcsi.gmd. 

The Committee regret to point out that there was inordinate de- 
lay in training the dogs. The doffs purchased in March, 1959 were 
placed on duty in September, 1961. (The second team of dqgs start- 
ed functioning from August, 1962). The Committee are also dis- 
appointed to note that the original expectation that each trained dog 
could replace about 12 men does not appear to have been fulfilled. 

I 



In case lof one of the two factoaries from which statistics have b e .  
collected, the reduction in stren&h has been stated as 11 poeta 
(4 posts were actually surrendered in October, 1959 long before de- 
ployment of the dogs). !I%e Committee suggest that the economies 
effected as a result of deploymmt of the seaurity dogs, as also the 
hnprovement effected, if any, in security arrangements, should be 
properly assessed with a view to examining the desirability of intro- 
ducing the system in other factories. 



MINISTRY OF DEFENCE 

Store accounting-para 4 (i) pages 3-4. 

62. The number of vouchers in respect of which credits for stores 
could not be traced in the ledgers of the consignees during the last 
two years are given in the following table:- 

- 

Army . 3221 21 I0  

Air Force . 4774 491 I 
Factories. . . 5873 

The outstandings against the Army included 426 vouchers relat- 
ing to two Commands covering stores of the value of about Rs. 74 
lakhs (including stores valued at about Rs. 6.69 lakhs supplied by 
the trade). 

In evidence. the Defence S-cretary stated that the outstanding 
vouchers were mainly due to (i) late receipt or non-receipt of issue 
vouchers, (ii) short mceipt of storcs which became a subject matter 
of long correspondence (iii) &version o f  stores to other units and 
(iv) difficulty in identifiiation of stores with the issae vouchers. The 
Controller General, Defence Accounts stated that in cases tr-!wre 
storcs were received in a depot without vouchers. these were taken 
on charge on certified receipt vouchers and entered into the ledgers. 
Subsequently when the issue vouchers were received, there was 
some diflicult y in linking them with certified receipt vouchers. 
Pending their linking with certified receipt vouchers. the issue 
vouchers remained outstanding. 

Referring to the heavy accumulation of vouchers in the Air 
Force, the representative of the Ministry of Defence stated that the 
staff in most of the equipment depots was not adequate to handle. 



the  work as sanctioned posts could not be filled up due to difltrcul- 
ties in recruiting and additional posts were not sanctioned until 
several years afterwards. Explaining the present position the wit- 
ness stated that the number of outstandings vouchers had been 
brought down by the local audit officers to 2072 as on 30-1-1964, but 
this figure was yet to be accepted by the Controller of Defence 
Accounts. Asked how the number of outstanding vouchers had 
increased to 4,911 as on 30-9-1963 from 1,899 as on 23-7-1963, as re- 
ported to the Committee last year, the Defence Secretary stated 
that this might be due to subsequent supplies received from abroad. 

The Committee regret to note that the position of the outstanding 
vouchers in respect of the Air Force, credits for which could not be 
traced in the ledgers of the consignees continued to be unsatisfac- 
tory. The number of outstanding vouchers increased from 1899 as 
on 23-7-1963 to 4911 as on 30th September, 1963 which was stated to 
have been brought down to 2072 as on 31st March, 1964. While the 
Committee appreciate that the outstandings may be partly on 
account of current vouchers which take some time to be cleared, 
they feel concerned about the backlog of old vouchers pending for a 
number of years. In para 87 of their 17th Report (Third Lok Sabha) 
the Committee had recommended that a special drive should be 
undertaken to bring the stores accounts to a satisfactory level. The 
Committee regret to learn that the problem of shortage of staff to 
handle the work in equipment depots has not yet been tackled 
effectively. The Committee desire that effective steps should be 
taken to recruit additional staff, where necessary. They also sug- 
gest that in future additional posts should be sanctioned to c o b  
with increased work immediately and not after several gears as de- 
lay in such cases leads to accumulation of arrears in stores accounts. 
The Committee further desire that serious attention should be paid 
to store accounts in Air Force equipment depots. 

63. Referring to 5,873 vouchers mentioned in Audit para as out- 
standing against the Ordnance Factories, the Special Sex-etary (Pro- 
duction) stated that up to the year 1962-63, these vouchers were not 
reported in that manner. Out of these vouchers, 5700 relabed to 
inter-facton. transactions. The witness added that  steps were being 
taken to ensure that the number of outstanding vouchers was kept 
to  the minimum. 

The Committee are alarmed to learn for the first time about 
heavy accumulation of outstanding vouchers in the Ordnance fec- 
tories. They trust that every effort will be made to clear the oat- 
standing vouchers and avoid this accumulation in future. 



The Committee mbgsst that an odRcer may be placed om spdd 
duty both in the case of Air Force nu well as tbe Ordnance Facbriw 
50 clear the accumulation of outstanding vouchers. 

64. Explaining the present position of 426 vouchers relating to 
two Commands covering the value of about Rs. 74 lakhs, the Defence 
'Secretary stated that the number of outstanding vouchers had come 
down to 328 covering value of Rs. 58 lakhs. The witness added that 
*out of an amount of Rs. 6-69 lakhs on account of stores supplied by 
trade, 46 vouchers covering the value of Rs. 5-33* lakhs had yet to 
be traced. 21 vouchers covering the value of Ks. lS4** lakhs relat- 
ing to one particular supplier had not actually been receiwd. The 
case was stated to be sub-judice. The Commi ttee are perturbed to 
note from the statement furnished by the Ministry (Appendix XV) 
that 20 vouchers out of these 21 had been outstanding since 1956- 
59. They would like to know the outcome of the court proceedings. 

The Committee also find from the statement that 4 vouchers of 
the value of Rs. 69,031 relating to another private firm have been 
outstanding since 1952-53. They would like to know the reasons for 
nnn-clearance of these vouchers for such a long time. 

Zttegular use of transport-para 4 (ii) -page 4 

65. Cases of irregular use of Government transport have been 
reported by the Controller General of Defence Accounts year after 
year. Despite remedial instructions issued by the Army Headquar- 
ters in February, 1958 and June 1961, t h e  irregular use of transport 
was reported to h a w  continued. I n  20 out of 2'7 cases so reported, 
Zhe amount re roverable at normal rates worked out of Rs. 0.98 lakhs. 
In five cases the unauthorised use of transport was continued even 
after the irregularity had been pointed out by the Internal Check 
authorities. - 

The Committee asked for the action taken on the recommenda- 
tion made in para 89 of their 17th Report (Third Lok Sabha) that 
whenever any facility in regard to usx? of Government transport, not 
contemplated by the existing o rd~rs ,  was proposed to be al!owed to 
sewice personnel, it should be done by a revision of the esisting 
orders rather than in contravention thereof. The Defence Secretary 
stated that the revised rules were about to be Analised. 

The Committse desire that the revised rules should be finalisad 
sarly. 

*Acc~ding to the s'atcmenr funurlrd by the Ministry the figure is Rs. 5,21,942. 
* * A c c ~ r d i ~ g  in t:le sratcment fumisM by the Ministry the mrr is Rr 96,250. 

220f)(Aii) LS-7. I I 



Avoidable outlay on buildings-para 32-page 22 
66. In January, 1962, the Ministry of Defence sanctioned a pro-- 

ject which included the construction of 169 civilian quarters at an 
estimated cost of Rs. 26 lakhs. This estimate was prepared on the, 
basis of the scales for plinth area which had been pmscribed by the 
then Ministry of Works, Housing and Supply in 1959 and made 
applicable to the civilians in the Defence Services in January, 1960. 

In July, 1962, the then Ministry of Works, Housing and Supply 
prescribed revised and lduced  scales of plinth area for officers of 
different grades. The Ministry of Defence was requested by Audit 
in October, 1962 to review the requirements of each class of quar- 
ters in this project in the light of the revised scales but no action, 
was taken on this suggestion. 

The tenders for the project on the basis of the original scale of 
plinth areas were, however, issued nine months later in July, 1963 
and the contracts were concluded on the 19th August, 1963. Imme- 
diately thereafter, on the 20th Aug., 1963, the Ministry of Defenne 
issued orders that the revised scales laid down by the Ministry of 
Works, Housing and Supply in July, 1962, would be applicnble to 
civilians in the Defence Services in all cases where contract action: 
had not been taken till then. 

According to audit the capital outlay on buildings for civilians 
in the project referred to would have been reduced by Rs. 5 lakhs 
if the Ministry of Defence had not taken more than a year to adopt 
the scales laid down by the Ministry of Works, Housing and Supply 
in July, 1962. . 

In evidence, the Special SecreJary admitted that after the receipt 
of a suggestion from Audit in October, 1952 to review the require- 
ments of quarters in the light of the revised scales prescribed by 
the Ministry of Works, Housing and Supply the officer concerned 
should have put up the matter for orders of the higher authorities. 
The witness added that despite the revision of scales by the Minis- 
try of Works, Housing and Supply, in a number of cases accommoda- 
tion had been allowed to be constructed on the basis of old scales 
in order to avoid delay in the construction as a wsult of revision of 
plans etc. The witness further stated that in the present case the 
actual construction was somewhat short of the plinth area envisaged 
in the original plans and that resulted in a reduction of expenditure 
by Rs. 1.39 lakhs. Nevertheless some additional expenditure had! 
been incurred on the construction of the quarks. 



The special Secretary also informed the Committee that the 
various types of quarters included in these 169 quarters had actually 
been allotted to the officers who were entitled to them under the 
revised scales. Only in the case of one quarter of C-I type the 05- 
cer occupying it was not entitled to that type. As there was a pro- 
posal to upgrade that post, this quarter would also come within the 
revised scales. The Committee pointed out that as a result of the 
allotment according to the revised scales the staff for whom the 
quarters had been built would bc left without quarters. The Special 
Secretary stated that any shortage of accommodation was being 
made up. N 

The Committee are not hapng over the delay of one year in tak- 
ing action by the Ministry of Defence to apply to the civilian officers 
on the Defence side, the revised scales of accommodation prescribed 
by the Ministry of Works, Housing and Supply in July, 1962. I t  is 
regrettable that no action was taken in the present case on the sug- 
gestion made by Audit in October, 1962 to review the requirements 
of each class of quarters in the light of the revised scales prescrib- 
ed by the Ministry of Workq, Housing and Supply in July, 1962. 
Since the tenders for the project were issued nine months later in 
July, 1963, the Ministry should have revised the requirements. This 
failure resulted in the extra espenditure of Rs. 5 lakhs on the pro- 
ject. The Committee suggest that failure to bring to the notice of 
higher authorities the revised scales of accommodation in October, 
1962 on being pointed out by Audit, may be investigated and respon- 
sibili ty fixed. 

The redeeming feature of the case is that the quarters have 
actually been allotted to the officers who were entitled to them under 
the revised scales except in the case of one quarter of C-I type. But, 
the Committee regret to note that as a result of this, the lower stafl 
for whom the quarters had been built would remain without accom- 
modation. The Special Secretary had assured the Committee that 
any shortage of accommodation as a result of this was being made 
up. The Committee would like to be informed of the action taken 
in this regard. 

Purchase of Stores in excess of requirements-para 51-page 33 

67. In May, 1950, the Hindustan Aircraft Ltd., was authorised to 
place indents on manufacturers abroad, for raw materials. etc. 
required for the fabrication and supply of an equipment to the Air 
Force. Payments totalling Rs. 9-52 crores were made by Govem- 
ment direct to the foreign manufacturers for the materials supplied 



After adjusting the cast of stores utilised in the manufacture of 
equipment ordered by Government, stores of the value of Rs. 58 
lakhs have been left in stock and had been lying unutilised for about 
three years. According to Audit, these were not likely to be re- 
quired for the manufacture of the equipment, as no fresh orders 
have so far been placed on the company by Government. The possi- 
bility of their use on other Air Force projects andlor their transfer 
to the Air Force was stated to be under examination (Zkoember, 
1963). 

In evidence the Special Secretary stated that according to the 
present estimate out of Rs. 51-47 lakhs worth of components held 
as on 31st August, 1964, about Rs. 16 lakhs worth of components 
were likely to be utilised and about Rs. 35 lakhs worth of stores 
were not Likely to be used. The witness added that these stores 
had been ordered during the period 1950-58 on the advice of the 
collaborators. The over estimation of the requirements was partly 
due to lack of experience and partly to the anxiety to over-ensure 
against any difficulty in supplies. The witness urged that in the case 
of such orders there was usually some rrdundancy factor. In the 
present case the \*due of surplus stores (Rs. 35 lskhs) worked out 
to  only 3.5 per cent of that of the total quantity ordered (Rs. 9.52 
crores). The witness added that in case the particular type of air- 
craft was continued in service for another 10 years a substnntial 
part of the components would be used. It n-as also s:o!c*d tliat the 
components not required for use would be declared surplus. 

The Committee feel concerned to note that the aircrait cornpo 
nents valuing Rs. 35 lakhs (out of Rs. 51.47 Inkhs) are surplus to 
the requirements according to the present estimate and arc not like- 
ly to be utilised. It  is not clear whethcr the over-provisioning of 
components was due to their having been ordcrcd on the advice of 
the collaborators o r  duc to lack of experience on the of the 
Hindustan Aircraft Limited, as these two statements appear to be 
inconsistent. If the over-provisioning is due to  thc advice of the 
collaborators; the possibility of returning the surplus components 
should be explored. 

The Commiitce hope that necessary measures would be taken to 
avoid recurrence of such cases clf over-provisioning. 



MISCELLANEOUS 

Appropriation Accounts (Defence Services) 1962-1963 

Pages 8-9, Para 16, Certificate of the Controller General of Defence 
Accounts Outstanding on account of work clone or stores supplzed, 
sub-para 11 

68. Outstanding dues on account of stores supplied and services 
rendered on payment by the Defence Services (other than Ordnance 
Factories) upto 31st March, 1963 to outside parties, including Cen- 
tral Civil Departments and State Governments amounted to Rs. 1.68 
crorcs (approximately) as on 30th September, 1963. In respect of 
work done or stores supplied by the Ordnance Factories upto 31st 
March. 1063 to civil Departments, RaiIways and private bodies e t c  
the amount due for recovery was approximately Rs. 4 crores on 30th 
September, 1963. 

The Committee desired 'o be furnis\ed with a note stating the 
amounts which had bc-.an outstanding for more than (a) one year and 
(b) two years, and the steps proposed to be taken to bring down 
the o.*ltstantlinq dues. The note furnished by the Ministry is given 
in Appendix XVL 

The Committee find that a sum of Rs. 106 lakhs was outstanding 
as on 30th J!lne. I964 in 1.esp:t  of !he stores supplied and services 
rcndercd by the Dcfence Services (o:her than Ordnance Factories) 
upto 31st hlarch, 1963, out of which Rs. 51 lakhs have been out- 
standing for more than 2 years. The outstandhg amount includes 
Rs. 74 13k!1s due from Central C:vil Dspsrtrnents and State G o w n -  
ments. The main reason for the non-clearance of dues from Minist 
trics/Stn!c Gn-crnments is statrd to be that the debits could nat be 
raiwd for wnnt  of acccpfcd copies of issue vouchers/sta~ements. -4 
revised procc.iurc was introdured in June, 1951, wherebv debits for  
!he cost of s tows  are raised on the basis of " p m f  of despatch" of 
stores without waiting for nccepted copies of priced issue vouchers 
In the case of issues to private bodies, e'c., in many cases, the cost 
cmld not br a(-ljustcd so far  for want of treasury receipts. T b  
Committee rcgret to obscrvc that in spite of intrductim of t b  
revised procedure from June 1961 whereby debits are raised ag*ins# 



Government Departments on the basis of proof of despatch, the out- 
standing dues continue to be heavy. They desire that vigorous 
efforts should be made to liquidate the outstanding dues rela~ing to 
Government Departments and also private parties. 

69. The cutstanding dues in respect of t h ~  work done by Ord- 
nance Factories upto 31st March 1963 have been brought down to 
Rs. 205 lakhs as on 30th June, 1964, out of which a sum of R\s. 184 
lakhs was more than two years oid. The bulk of outstanding dues 
relates to the Central Civil Departments (Rs. 150.35 lakhs) and 
private parties (Rs. 47.42 lakhs). A substantial part of the out- 
standing dues from the Centrai Civll Departments rclales to the 
Iron and Steel Controller (Rs. 114 lakhs). This amount is due for 
recovery from the Equalisation Fund of the Iron and Stecl Con. 
troller. Sums of Rs. 23 lakhs and 6 lakhs are due from the Danda- 
karanya Development Authority and National Project Collstruct;on 
Corporation respectively. In  regard to dues from private parties, 
the bulk of the amount (Rs. 41 lakhs) is due from Messrs. Telcu, 
representing mainly the cost of S eam Road Ruller components sup- 
plied to the firm. The matter was under disptue and on the \,asis 
of an inter-departmental meeting it has been decldt4 that the claim 
of the Ordnance Factories should be finaliy settlcd on paJment of 
Rs. 32.10 lakhs by M/s  Te1r.o. The Comrnilttw unticrhtand from 
Audit that the scaling of the claim from Rs. 41 lakhc was mainly 
due to deduction of Rs. 8:60 lakhs for "short fall items". The Cam- 
mittee would like to know when the settlement \\pith M/s. TELCO 
was arrived at, the circumstances in which a large deduction of 
Rs. 8.60 lakhs had to be made for "short fa!l items", and when the 
amount as finally settled was received from the firm. 

The Committee desire that the recoveries of outstanding dues 
frpm Government departments and private parties should he c x p e  
dited. The Committee hope that necessary measure  will be taken 
to avoid heavy accumulation of outstanding dues from private 
parties and Government departments in future. 

Outstanding rent dwer-sub-para 12 

70. Outstanding dues on account of rent upto 31st March, 1963 
from Central Ministries, State Governments, Private Bodies, Mcssm, 
Clubs and Officers etc. as on 30th September, 1963 amounted to 
Rs. 2-28 crorer! approximately. 

The Committee desired to be furnished with a statement show- 
ing the break-up of the amounts as on 31st March, 1964 outstan2ing 
for (a) more than one year and (b) for more than two wars under 



the above categories. The Ministry have furnished a statement 
showing the position of outstandings as  on 30th June, 1964, whicb 
4s given in Appendix XVII. 

According to the statement, the total outstanding dues on account 
of rent and allied charges upto the end of March, 1963 (in respect of 
rent bills to the end of February, 1933) were brought down to 
Rs. 1.99 crorcs as on 30th June, 1964, as pcr details given below:- 

Rupees 

(i) Government rlcpots. (Central) . . I ,24,83.671 
(ii) Ciovcrnmcnt 1)cpartmcnts (State) . 25312,757 
(iii) Department Messes or Clubs . 6,69,?79 
(iz) Officers- 

!a) D:px-tmmtal o%ccrs in service . 47,529 
(6) Dcp~;t;ncrit..l otficcrs rclease ','rc:ircJ or 1.ft India t,02,078 

The Committee fccl concerned over the heavy ~ ~ ! s t a n d i n g  dues 
of rent. They note with regret that a sum of Ks. 2.02 lakhs is out- 
standing against Departmental Offleers relcased/retired or who have 
left India. The Cornmitee would like to know the circumstances in 
which recoveries of rent etc. could not be made in such cases before 
these officers were released, retired or were aIlowed to leave India, 
(NormaIly a no demand certificate has to be issued before the pen- 
sion or other dues in such cases are finalised). Another distressing 
feature in this case is the heavy outstanding of Rs. 2580 lakhs 
against private parties who are required to pay rent in advance as 
per Regulations of M.E.S. The Committee feel that there is a 
failure in observing the prescribed rules. They suggest that the 
outstandings against private parties may be revicwcd afresh and 
immediate action taken to effect the recoveries. 

The n e d  for expeditious recovery of outstanding rent dues baa 
been emphasized by the Committee from time to time, but there ia 



no perceptible improvement in the position. The last Committee. 
c.f. Para 28 oE Seventeenth Report of P.A.C. (Third Lok Sabha) were 
Wormed that special staff was being appointed both at tho Head- 
quarters and in the Commands to tackle the problem. The committee 
also desire that effective steps may be taken to realise the outstand- 
fngs from all the parties. The Committee desire that (a) a spec:al 
ot6icer for this duty of clearing these dues should be appointed forth- 
with (b) he must make this progress report every fortnight; and (c) 
the Committee should he informed of progrccs made in due course. 

Annexwe 11 to the Controller General of Defence Account's C ~ t i f i - .  
cate, Pages 14-15. 

Setial No. 3 

71. In Cantonment Board, Dehu Road, a loss of cash to the extent 
of Rs. 2,23,726 which was suspected to be due to misappropriation, 
was noticed on 18th August, 1962. A special audit of the Canton- 
ment Board accounts for the period 5th July 1961 to 19th August, 
1962. was conducted at the request of  D'rector of Military Lands 
and Cantonments, after which the unsatisfactory stn't? of accounts 
involving delay in depositing security deposits, irregular cxpendi- 
ture, delay in recoveries and improper maintcnnnce of accounts, was 
reported to higher administra'ive authorities on 7th June, 1963. 
The matter was also investigated by the Si~ecia l  Puliccl Establish- 
ment. 

In a note submitted to the  Committee, the 3linis'ry of Defence 
have stated that the Special Police Es:abiishment h a w  completed 
their invest!'gaaion into the case. On the recommcnd;~tion of !he 
Special Police Estallisnment, the Cantonment Executive Oflicer and 
the Read Clerk of t h  C.~nt>nrn!-:lt Board are b ~ i n c  nrosc?:utt.d. The 
cnsl? I s  sub-jtrdice. Thr. Cantonment Executive Officer has been un- 
der suspcr..;ir,n sin?? 25rh Augu:,:, 1952. Thc IIead Clerk is al;o un- 
der suspension o:.! his heir?,:: arrested by police on 22nd J w e .  1964. 

The Committee are unhappy at the loss of cash in the Canton- 
ment Roard nrhu amorlnt'tq to Rs. 2,23,726. T::r.-: dt-hire f l int  
necersarr remedial mr:l\urcs inr:uding the fish teninfi up of super- 
vision s)lould he takrn fn avoid rcarrenrc of %~rrh C ~ \ \ I ~ ~ , .  The Ccrm- 
mittee likc to knitw in cluc c o w s c  nbout the owtrrmm of rho 
criminal prorrcdinp agni;lr,t the ~ c r t ~ s c d  ollicrrs and the depart- 
mental action taken in thi4 rnw.  The Commiitcc would also like 
the Ministry to exarnint. c.:trrfullp haw the misapproprinfion of strch 
a large amount occnrrccl wi/hont prompt dctcction and whcther 
there i.i m y  Iact~na in thr rx'siinK prorvdure for supervision and in- 
ternal check which requires to be filled up. 



The misappropriaUm in this case came to light in August, 1m 
but the head clerk was arrested and suspendea from duty in June, 
1964. It is not clear to  the Committee why i t  took nearly two years  
t o  establish a suspicion of complicity against the head clerk. The 
Committee desire that the circumstances leading to the delay should 
be examined with a view to ensuring that the completion of i n v k  
tigation in future cases of this nature does not take an unduly long 
time. 

Serial No. 5 
72. At Bhagalpur, a property requisitioned from 28th January, 

1947 a t  a monthly rental of Rs. 500, was dehired on 7th August 1948. 
Vacant possession was not, however, given to the owner as de- 
manded, since certain War Department assets worth about Rs. 161 
were lying over there. These assets could only be disposed of on 
2nd June, 1952. The fact that the building was not handed over to 
the owner soon after dehiring resulted in dispute which was later 
referred to an Arbitrator. The award went in favour of the owner 
for the payment of rent at Rs. 500 per mensem from 7th August 1W 
to 2nd June 1952. The award was also upheld by the High Court 
which decreed that interest should be paid at 6 per cent. with effect 
from 19th February 1962. The expenditure, on payment of rent 
from 7th August 1918 to 2nd June 1952 and interest from IQth Feb- 
ruary 1962 to 21st May 1962 nmounting to Rs. 33,314 tag?!h?r with 
the cost of suit (not yet assessed) in the High Court, has bxome 
infructuous. 

In a note* submitted to the Committee, the Ministry h a w  stated 
that after the building had been handed w;cr to the owner's lepre- 
sentative on the 7th Augu~ t  1918, he m:l:ie an offer of Rs. 5 i i  on 
the 10th August, 1918 for the Gavernmcnt assets. The owner, iww- 
ever, continued sending bills mon:h!y on the plea that only ihe 
huilding was taken over and that the vacant possession of the pre- 
mises was not given due to which the building could not b~ le: o::t. 
The 8";s authorities mnintaincd that the esistence of the asse'.s 
neither interfered nor was hindratre to the occupation of the 
h ~ ~ i l d i t l g  by nny tenmt. nu t  t?lc ci~v:ic!.'s represm'atIve d'd n d  
agree. and mnintaincd their claim lsndcr the terms of the Lense 
Agrct-mcnt which laid down that 'thc C;ovcrnmcnt of India m2y at 
any tirnc durinq the tenancy makc surh s'ructurnl alterations and 
erect snch b!lildings or inst:ifhtions prn\:ic-lr.d that Government s?~s l l  
hand the prcmises in tlw same cor?d:tion they were a! t\c time 
cf commencement of tenancy, fair wear and tear and damages 
owing to act of Cod expected.' 



The offer for the assets remained under protracted correspon- 
dence between the MES and the Lands and Hiring authorities. The 
offer was finally accepted with the concurrence of the audit autho- 
rities, subject to the condition, as required by the Audit authorities, 
that the owner withdrew claims for the rent since August 1948. The 
owner went back on her word and did not substantiate the offer 
made by her authorised representative. Hence the assets were 
eventually disposed of by auction for Rs. 130 and these were cleared 
on the 2nd June. 1952. 

The Committee are surprised that in spite of a clear provision 
jn the lease agreement that Government shall hand over the p r a  
mises in the same condition as they were at  the time of commence- 
ment of tenancy, the officers concerned failed to clear the Govern- 
ment a~se t s  before handing over the building to the owner, and there 
was inordinate delay in accepting the offer of the owner's represen- 
tative for the Government assets. In view of the fact that the 
owner had been sending rent bills monthly even after taking over 
the building, necessary action should have been taken either to 
accept her offer or dispose of the assets otherwise. The Committee 
are alarmed at the gross negligence on the part of the oflicers con- 
cerned which has resulfed in unnecesary payment of rent and interest 
amounting to Rs. 33.311 together with the cost of w i t  (not yet asses- 
sed) in the high court, merely because some small assets (which 
fetched only Rs. 130) were not disposed of in time. 

The hIinistr?- haye stated that the question of failure to take 
timely and adequate ac'ion in  the mal!er of handin</laking over of 
the premises was inves1:gatcd by the Commander Works Engineer 
in 1956. It was then felt that the question of rent due to not giving 
vacant occupa'ion of the compound did not s t r ~ k e  the then Garrison 
Eng~neer prrrbably becauqe handinqltaking over certificate signed 
by both parties was in his possessinn and that due to changes in 
staff no further explanation was f o r t h ~ m i n g .  The Committee aro 

- not satisfied over the casual manner in which the investigation was 
made in 1956. They note that the Ministry have called for relevant 
papers for further examination of the case with a view to pinning 
down responsibility. Since this has already become an old matter, 
the Committee deqire that the examination should be completed 
within six months and action finalised without further delay. The 
Committee would also like to know the outcome of further i nva -  
tigation and action taken against the officers concerned. 

Pages 57 of Appropriation Accounts-Serial No. 5 of Appendix C. 
73. An expenditure of Rs. 45,219 was jncurred in payment to a 

contractor on account of an arbitration award and incidental ex- 



penses in regard to  non-supply of 2,400 charpoys by the contractor 
against a contract concluded on 3rd February, 1950 but obtained 
through another contractor at  the risk and cost of the former. The 
contractor was alleged to have delivered 2,000 charpoys against 
which no receipts were given. He based his claim with reference 
to entries made in works dlary and measurement b o ~ k .  The works 
diary could not be produced to the arbitrator as it had been lost. 
The measurement book produced to the arbitra'or contained 
entries for 2,000 charpoys which were made by Military Engineer 
Services representative in anticipation of receipt of charpoys to 
avoid lnpsc of funds. Thesc entries were cancelled when the mis- 
take was rcalised. The entries in the measurement book and their 
subsequent cancellatinn prcjudmd Government claim and led to 
an unlavourable award against the Government. 

The Committee desired to be furnished with a note explaining 
why no disciplinary action was tnkcn against Ihe officer who made 
cntr;es in thc M~asurcment Book in anticipation of receipt of stores 
to avoid lapse of funds and later cancelled them. In their note the 
Ministry h:tve s'ntcd that the matter was examined by the Chief 
Engineer. Western Command and hc decided that as there was no 

, no d~sc~plinnrv action w;rs called for. 

findings were as under:- 

mnln fitit,, 

His 

"It has tr:~nsp;r-vd th:lf a Iartrc sLirr of mnncv u-as left unspent 
at  the close of the financial year on account of delay in 
supply of rh;rrp)ys by th? crjntrac!or. Tn ordtx to  
avoid lnpsc of fun&. the CWE dlrected that the money 
should be k r ~ t  in dcpocit for adjustment against bills 
for charpoys :o be su~p l i ed  later. This was sought to 
be done hy makine the cntry in ques'ion in the h1.B. 
on 27th hlarch 1951. The irrcgu1arity of this proc* 
dure was however. immedintcly rcalised nnd the entry 
in the M.13. to which the contractor's si,matures had not 
been obtainrd was canccllcd the same day. The funds 
left surplus were allowed to lapse 

In these circumstances this cancelled entry in the Measure- 
ment Rook meant nothing at all and I am of the opinion 
that there is no justificaticm for taking any action against 
the subordinate who made and cancelled this entry". 

The Committee arc unable to agree with thc view of the Chief 
Engineer. The action of the subordinate in making entry in the 
Measurement Rook in anticipation of the receipt of the 'Charpoys' 



- a irragcllarity as it involved the deliberate fatsificatioa: 
of an important initial record. All this happened as there was ap 
attempt to show the available funds as utilised even though the 
materials had not actually been received. The attempt to evade 
rules to cover up the matter by making a false entry resulted in 
loss of Rs. 45,219 in this case. The Committee desire that non-ob- 
servance of rules in such cases should be viewed seriously in future 
and suitable action taken in this case both against the subordinate 
and against the officer who d:rected that the funds should be with- 
drawn and kept in deposit. The Committee would also like to know 
whether any departmental action was taken against the contractor. 

Outstanding Audit Objections--sub-para 13 of para 16-pnge 9 
74. The number of audit objectisnz: raised upto 31st March. 1963, 

but outstanding on 30th September, 1963, was 59,721 (Armv 33,657, 
Naky 1,403, Air Force 13,889, Ordnance Factories 1,502; 9,370 objec- 
tions a re  on account of irregular issue of Rsilway Warrants and 
Military Credit Notes, against Railway suthorities and Services). 
Out of these 59,721 outstanding audit objections, 1073 were raised 
by Statutory Audit. 

The Committee feel concerned to find increase in the number 
of outstanding objections to 59,721 as on 30th September, 1953 from 
55,188 (as on 30th June, 1962) when the Committee considered the 
matter last year (vide para 92 of their Seventeenth Report-Third 
Lok Sabha). The Committee were then informed that it had bem 
decided to constitute a small committee at each Command Ilead- 
quarters and aIso at the Centre to dispose of audit objections ex- 
peditiously. 

The Commi'tee suggest that the Controller General, Defence 
Accounts should examine the feasibility of indicating in his future 
certificates the number of cases in which substantial amounts are 
awaiting recovery or (b) have beeh irregularly spent and/or lost 
and are awaiting regularisation for more than one year, 
Canteen Stores Department (India)-Page 83, para 20 of Appropria- 

tion Accounts. 
75. During the year under rev!ew, there was n? i n~ rcasc  In t?le 

number o? Defence Syr\rj:.es C:;nr,rnn.; rl.lv! I)y t h e  D c p ~ r t ~ n c * l t  w?; !I 
remainrd at twenty. The r\v?rk:ng uf these cinemas 1 1 ~ 1  r v ! l ! d  
in a net surplus of As. 2.Fi6.860 after prwiding for dcp rwi ; \ t i  )!I, 
admin;strativc expenses, I m m ,  etc., as against a sur;)!us nf 
RY. 203.239 during the previour, year. As prr  the dcciqion 1'1c 
Bmrd of Cmtr?!, taken in October, 1959, this surplus has not heen 
m q ? d  with the general surplus and had been carried forward to 
the next year's Accounts of cinema businesn. 



The Committee desired to be furnished with a note statfng the 
number of cinemas which were still run by private contractm 
and  when the Canteen Stores Department (India) expected to take 
over these cinemas as well. In  a note submitted to the Committee 
the Ministry of Defence have stated that on the basis of information 
:so far received from Service Headquarters, nine cinemas are a t  
present run by private contractors. It has also been stated that 
while it is not possible to state with certainty the date by which 
cinemas at present run by private contractors will be taken over by 
the Canteen Stores Department (India), the Department keeps in 
continuous touch with Service Units concerned to enable it to take 
aver a cinema whenever practicable. Cinemas offered by the Unit/ 
Station Commanders after the expiry of the contracts already con- 
cluded, are taken over after examining various factors like the 
econ3mics of running the particular cinema and the availability of 
trained personnel for operating it. 

The Committee are surprised that although a decision was taken 
as early as 26th May, 1953 by the Board of Control of the Cantcen 
Stores Department (India) to take over the service cinemas run by 
private contractors, some cinema5 are still being run by private 
contractors even aftcr lapse of ahout 12 years. (According to the 
irlformation received from the Services Headluarters so far, 9 
cinemas are still run by privnte contractom). The Committee would 
like to know when the lenses of thege 9 cinema contractors expired 
after Mag 1953, and whv on expiry of their leases, i t  was not possi- 
ble to implement the derision of the Board of Control of the C.S.D. 
The Committee would like to know the present position in all these 
cases. 

76. Cases investigatcd by the  Suecinl Police EsrabIishmm:.-Dur- 
ing the course of the examimtion of t ! ~  Audit Report, the Com- 
mit teT desired the representative of the \Tinistry of ?I Imp Xfhirs  to 
f ~ ~ r n i s h  a statement showing the nur.l!~cr of mses of miszlppr:.pria- 
tintl, frnl.~:?s, ctc. r r f ~ r r c d  by the Xii!listry of Defence to the Soenial 
Polire ?Wnbli~hrnent for investigation as also those taken up by the 
S.P.E. direct from the year 1956-57 onwards and their present pnsi- 
tion of irvc,-' irr.:i ion. Tbtb Vini.?:.y o f  TItmc .W:?irs (Cent r v l  Bureau 
of Tnvestipti.\n) ~ R V P  subrnit!c.rl n dc'ni?r?d st?tfbment. -411 abstract 
of thc cases for disnosnl hv the S.P.E. from the years '1956 to  1964 
..; given in Appendix XVIII. 

The Committce find that during the period 19564%.  766 cases 
in all relating to the Defence Orgmisntion were taken u;, by the 
S.P.E. for invest!gation. Out of these cases only 155 cases were 



registered for enquiry or investigation on the basis of a report 
received from the Ministry of Defence or the Departments under the 
Ministry, and the remaining 611 cases were registered on the basis 
of information collected or received by the S.P.E. afficers themselves. 
The Committee are alarmed at the occurrence of such a large num* 
ber of cases of misappropriation, frauds etc. in. the Defence orga- 
aisation in spite d rig'd security measures and vigilance arrange- 
ments existing therein. What is more surprising, the Defence 
Departments could detect only about 1/5th of these cases, the re- 
maining were taken up by the S.P.E. on their own. This indicates 
that there is some slackness in supervision and vigilance in the 
Defence Department. They suggest that the Ministry should re- 
view the present vigilance arrangements at  variosu levels and take 
necessary action to strengthen them. 

77. The Committee also find that out of 343 cases which had been 
recommended by the S.P.E. for departmental action, 142 cases arc 
pending with the Ministry of D.fence. Some of these cases are 
more than three years old as will be seen from the break-up given 
be10 w : - 

Year No. of pending cases 
1957 . . . . 2 
1958 . . . . 2 
1959 . . . . 4 
1950 . . . . 2 
1961 . . . . 13 
1962 . . . . 25 
1963 . . . . 7.5 
1 964 . . . . 19 

TOTAL . . 142 

The Committee feel concerned over the delay in the disposal of 
tbe cas- for departmental action, some at which have heen pcnd- 
tng for more than three yeam. They desire that the Ministry of 
Defence should examine the diffiiculiieq in the disposal of these cases 
and take pecessary action to overcome them. The Committee 
would like to be informed about the progress made in this behalf. 

NEW DELHI; R. R. MORARKA, 
Febnurry 27, 1965. Chairman, 
Phdguna 8, 1886 (Saku). Public Accounts Committee. 



APPENDICES 



(Vide para 3 of Report.) 
MINISTRY OF DEFENCE 

PAC's Observations 

"(a) Note stating the details of any surrenders made in respect 
of items (i) to (vi), referred to in Audit Para due to non-availability 
.of foreign exchange during the year 1962-63; and 

(b) the extent to which the foreign exchange has been provided 
for these items during the years 1963-64 and 1964-65." 

(a) 2. The items referred to are the following:- 

Nature of items 
Budget Actual Unuti- Percent- 
provi- expen- lised age of 
sion diture provi- unuti- 

s ion lised 
provi- 
sion 

(In crores of rupees) 
(i) hianuticture of certain items 

in the Ordnance factories . . 1 . 2 5  . . I -25  100 

(ii) I'urchase of plant and machinery 
t i ~ r  factor!. proiects. 5 - 0 3  3 . 5 6  1.4 28.8  

(iii) Investments in the share capital 
of' Mardgon Dock Lrd., 8r Garden 
Reach Workshops I d .  . 0.75 . . 0.7: 100 

(r) I'urchasc of'air frames Lk engines 
from abroad. . . 5.87 I . q ~  4-46 76-0 

( t i )  Purchase of ilvistion stores . 
(a) in India . . 6-33 3 . 7 2  2-61 41.2 
( b )  abroad. . 6 - 1 3  4-20 I -93 31 .5  



1 
3. The observation of the PAC seems to suggest that the  

surrenders of the budget provision in any year may have a direct 
relation to non-availability of foreign exchange. The manner in 
which foreign exchange is released by Government and the expen- 
diture budget is framed a r e  such that except in very rare cases, the 
surrender in the budget has no direct relation to the availability 
of foreign exchange. The foreign exchange is dealt with on what is 
called a "commitment" basis. Every six months, the Defence 
Ministry is required to forecast the foreign exchange it requires in 
respect of indents involving foreign exchange expenditure, which 
it will send to the purchasing organisation during that half year 
and against that forecast demand an allocation is made. Thereforc, 
the availability or non-availability of foreign exchange decides 
whether a particular project or purchase involving expendituri. of 
foreign exchange should be approved at that timc. This is usually 
much earlier than the date on which such e ~ p ~ n d i t u r e  on such a 
project can feature in the budget. 

4. The budget for a year is usually framed belwwn November 
of the preceding year to January. The budget being a n  expenditure 
budget makes an estimate of the probable expenditure tha t  will bc 
incurred in the ensuing financial year. In respect of forcbign 
exchange, this means the anlount tha! \vill ha1.e to be paid out in 
terms of contracts of deliveries for purchasc ,.,f go!.& or stmriccts. 
entered into some time back as the lead timc for the ISM London/ 
Washington to place an indent and secure delivery is anything fri)rn 
12 to 36 months (i .e. .  from thc time the indent is t1espa:ched. ~vhich 
is the time the foreign exchange is committed. to the date of t h e  
delivery of the goods, which is the date of payment). Thus thc 
provision in the budget far expenditure is usually against commit- 
ments of foreign exchange mads a year or more earlier. 

5. There is, however. an ad hoc provision in our est~mates for 
any year to meet expenditure on purchases to be made al~roiid where 
the commitment of foreign exchange may be made even after the 
budget is framed. No ready figures of such itcms arc available 
because they are usually smal:, and relate to off-shclf purchases of 
spares required very urgently (normally provisioning of spares is 
done assuming a p~peline of 18 months or more) or similar small 
items. These purchases being of limited amount, they arc accom- 
modated within the provision of forc~gn exchange made to thc Min- 
istry by the Department of Economic Affairs from time to timc. 

6. On the question of foreign exchange, tht. following statement 
will indicate the request for foreign exchangct made from time to 



time and the actual amounts released: 

Demand Date of Amount Date of 
Demand released release 

(In crores of Rs.) 

April-Sept. 1g61 . 26-70 20.16* 5 A P ~ .  
2-16 N(:K ~ 6 h k i r .  2-16 NCK 

Oct. 1961-March 1962 40.98 18Sept. 21.00 2 Nov. 
13-74 I -75 NCR 

I - 75 NCK 
Apr.-Sept. 1962 . 25.03 5 .\l;ir. 22-00 9 .May 

17.4s 
4.50 NCH 3-00 NCR 

Oct . I 962 1 4X.m 21 Sept. 15-00 3 Nov.  

It should be added, however, that the overall foreign exchange 
position of the country is well known and the Government from tune 
t ) tirnc allocates thc available xsourccs to :he various hlinistries 
aftcr taking ; I I ! ~ I  ,r;c.,~utit t h t .  relntlvc. prlorltlv. of all denldnds 
r~ct*lved 

7. I t  would follow that it is not possible to relate the surrenders 
in  p:lrigraph 2 above specifically to non-availability of foreign 
cxchsngc or to state that the requisite folmgn eschangc. \vas pro- 
vided for i n  a subsequent year. 

8. The surrenders in quite a number of cases ln so far as !hey 
relatc to foreign exchange again do not apply to foreign exchange 
avai1;lbillty as such. They pertain to the fact that though the foreign 
exchange mag have been made available a year or two earller and 
an indrnt put forward, the delivery dates promised or anticipated 
in respect of the supply of goods are not  n d h r ~ e d  to  io:. vario1.z 
reasons. 

9. The details in respect of each of the surrenders nmitioned 
above are given below: - 
( i )  Manufacture of certain itenls i n  tlw Ordnance factories. 

The provision of Hs. 125 lakhs was meant lor the importation of 
certain components and nlnterials for the manufacture of Brandt 
M.orters, the self-loading rifles and carbines and motor graders. 



When the budget provision was made in December, 1961, nego- 
tiations were under way with Messrs. Hotchkiss Brandt. The pro- 
vision was made in anticipation that not only the negotiations would 
be successfully completed early enough but the orders for the im- 
port of components would materialise within the financial year 
1962-63. It m s  also envisaged at that time that the design of the 
self-loading rifles and the canbines would be completed in time for 
placing orders for the import of semi-processed materials. For 
these two purposes, a sum of Rs. 109 lakhs was expected to be spent 
during 1962-63. A sum of Rs. 30 lakhs was provided for the manu- 
facture of motor graders during 1962-63. 

The agreement with Messrs. Hotchkiss Brandt was concluded in 
March 1962. There was delay in receiving drawings and documen- 
tation. There was also some difficulty in obtaining clearance for 
importation from the French Government. Orders for import of 
stores for Rs. 43.18 lakhs were placed in July 1962, but supp1i.s 
did not materialise during 1962-63. In respect of both rifles and 
carbines. some changes in the design were found to  be necessary 
and they were finalised only late in 1962-63 after user's tribals. In 
the case of the carbines, a collaboration agreement with Sterling 
was later decided upon. Due to these factors, the placing of orders 
for the import of material and special tooling took place only in the 
latter half of 1962-63 (and did not materialise during 1962-63. 

In the case of the motor graders. the expectd demand from the 
Army did not materialise. Therefore, there was no need for any 
purchase of stores. 

(ii) Purchase of Plant and Machinery 
Rs. 500 lakhs. 

The break-up of the provision of Rs. 

Break-up of the estimate oj 

1 tern 

f o ~  Factory Pro jecta- 

500 lakhs is as follows:- 

Rs. 3.75 crores. 

(In lakhs of Rs.) 
- ,- 

Budget 
Provision 

Explosives Project . . 129.08 
Carry in-Foreign Supply . 15.32 
Carry in-Central & Local . 15.20 
N. D. Foreign Supply . 4.00 
N.D. Central & Local Purchase . 

.. - 
5 . 0 0  

. . . -- 



(In lakhs of Rs.) 

Item Budget 
Provision 

6. Departmental Works . 
7. Vehicles . 
8. G. R. Plant. . 
g. M. P. F. Mfn. . 

10. SUK Project 
I I .  Heavy Calibre Q.F. Cartridge Case 
12. Med. Cal. Ord. Barrels . 
I 3. Truck & Tractors. . 
14. 30 MM Aden Gun & Links. . 
15. Tail Units. . 
16. Tracer for Gun Ammunition . 
17. Light Artillery . 
18. I /2" Nitro Cellulose . 
19. L-70 Bofors Gun & Ammunition . 
20. Shell Forging Plant 
21.  106 RCL Heat Ammn. . 
22. Bar & Rod Mills. 
23. Med Det. Filling . 
24. C. F. Avadi . 
25. White phosphorous . 
26. Med. kits for Upgunning Sherman Tanks 
27. Parachute at C.F.S. 
28. Parachute at OPF. 
29. Shot & Sand Blasting Empty Shell . 
30. Electroplation A.F.K. . 

Break-up of the estimate of Rs. I 25 mores. 

I. Tank Factory . 40.00 
2. L-70 Bofors . 15-00 
3. Heavy Calibre Q.F. Case. . 30.00 
4. Special Steel Plant at Kanpur . 
5 .  Cable Factory . 
6. Brandt Mortars. . 
7. 30 Ammunition . 
8. Modernisation at O.F.M. 
9. Automatic Rifles . 

10. Carbines. . 
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Out of Rs. 500 lakhs of budget provision made, Rs. 375 lakhs, 
was for the continuing projects and Rs. 125 lakhs was for new pro- 
jects and some additional provision of facilities fmor existing projects. 
This Rs. 500 lakhs included the provision to cover expenditure on 
the imported stores as well as the local costs. There were delays 
both in the materialisation of the imported stores as well as in the 
progress of the various projects. These delays were due to the non- 
materialisation of indents due to dificultv in procurement of specia- 
lised items of equipment by the purchasing agency. lack of shipping 
facilities and delay in finalisation of contracts. The delays in respect 
of the '  Brandt Mortar Project, the Carbines Project and the self- 
loading Rifle Project have already been refcrrcd to. There were also 
significant shortfalls in respect of medium calibre ordnanne barrels 
project, 30 MM Aden Gun Ammunition and links Project, L-70 Bofors 
Gun and Ammunition Project and the Tank Factory. In most of 
these cases. the foreign exchange commitments had already been 
entered into during 1961-62 and Ihe espenditure was expected to 
be incurred during 1962-63 when the budget provision was made. 
In the case of Brandt Mortar Project an semi-Automatic Rifles Pro- 
ject. the foreign ex;: l.nge commitments were made in 1962-63. 

(iii) Invest7ne1tt in  the share rnpital  of Mnwcro?! Doc?,: Worksltop 
h d . .  and Gnrden Reach Worl;sh@p Ltd. 

At the time budget was framed, proposals were under consi- 
deration for the development of the yard in the Garden Reach Work- 
shop to  provide for construction of a Coaslal Collier. It was felt 
that Rs. 1 crores would be needed by way of capital outlay during 
1962-63. Budget provision of Rs. 25 lakhs by way of additional in- 
vestment in the share capit4 and Rs. 25 lakhs by way of loan was 
made. Subsequently, the Collier Construction Project was linked 
up with the assessment of Coastal and other shipping construction 
and was referred to the Planning Commission which set up a Com- 
mittee on ship construction. Two technical groups were formed 
for this purpose. The deliberations of these groups could not be 
finalised and the work for the expansion of the Garden Reach 
Workshop was. therefore, not taken up during 1962-63. 

Mazagon Dock.-A project report was prepared regarding the 
expansion of the yard for the improvement end augmentation of 
ship repairing as well as ship building capability by Sir Alexander 
Gibb and Partners. The expenditure on this project was envisaged 
at Rs. 3.26 crores. Tne Government sanction for the expansion was 
accorded in September, 1962. At the time of framing the budget 
for 1962-63, it was felt that there would be an expenditure of about 
Rs. 75 la& during the year on this work. A sum of Rs. 50 lakhs 



was, therefore, put in as additional investment in share capital 
and  Rs. 25 lakhs in the form of loan. 

However, the expansion programme was linked up with the 
Frigate Projeat and, therefore, was not implemented a t  that stage. 
Rs. 50-lakhs provided for investment was, therefore, surrendered. 

(iv) Cmtstruction of Naval Vessels 

Rs. 175 lalrhs was provided for the construction of Survey Ships, 
Inshore Minesweepers, Seaward Defence Boats, Water Boats, Fleet 
Tankers, Tubs, etc. All these were to be constructed in India. The 
budget estimates were framed on the basis of the assessment/appre- 
ciation of the shipbuilders as  to the quantum of work they were 
likely to complete during the course of the year. However, there 
were delays all round in the progress of cm:;::uction of all these 
ships. The broad masons for these d:\l:':.-.j lire as follows:- 

( 3 )  Shortage of Steel. 

(b) Inexperience of the shipbuilders in certain building tech- 
niques. 

(c) Delay in finalisation of contracts for technical and other 
reasons. 

As it was felt t h t  Messrs. Garden Reach Workshop and Maza- 
gon Docks were over-loaded with orders and this resulted in cer- 
tain delays in construction, it has been decided in future to invite 
tenders not only from Garden Reach Workshop and Mazagon Dock 
but also from other Shipyards and the orders will be placed on the 
.basis of dates of delivery as well as  the cost. 

(v )  & (vi) (b) :  Purchnse of Ai-r Frnn~es and E q i n e s  from abroad. 

For the purchase of , r lrames and engines abroad, budget pro- 
vision of Rs. 5.87 c1-,11.cs was made and for the purchase of aviation 
store;, a budget provision of Rs. 6.13 crores was made. Against 
this provision of Rs. 12 crores, the expenditure was Rs. 5.61 crores, 
and the unutilised provision was Rs. 6.39 crores. The major short- 
falls were due to the following reasons:- 

Two Canberras expected to be delivered during the financial 
year did not materialise. The advance payments for T-4 Canberras 
and PR 57 Canberras were also not made a s  was earlier expected 
during the financial year. This resulted in a saving of Rs. 147.64 
lakhs. On the dclivcry or vcarious stores connected with the Gnat 



Project, there was a shortfall of Rs. 25 70 Inkhs. There was also 
shortfall to the extent of Rs. 35.81 lakhs on the deliveries of stores 
connected with the AVRO Project. There were also similar short- 
falls in the supply of spares for Vampires, Mysteres, etc., to the 
extent of Rs. 321 lakhs. 

The,se estimates were made on the basis of estimates furnished 
by the High Commission of India, London, on their anticipation of 
the deliveries of various air frames, engines end stores. The anti- 
cipation did not rpaterialise. 

(vi) (a) Purchase of aviation stores in India-Rs. 6.33 crores. 
The original budget prbvision was made on the basis of the esti- 

mates received from the Commands and for local and direct pur- 
chases likely to be authorised during the course of the year. Sub- 
sequently, there were reductions on account of the delays in the 
materialisation of indents and delay in finalisation of certain con- 
tracts with USSR. Some amount of spares and connected equip- 
ment which could not be supplied by trade were received from the 
United States Air Force under the Aid Programme. There was 
also lesser materialisation of supplies from HAL and BEL and de- 
lays in adjustment of certain debits. 

(b) Provision of foreign exchange in respect of the above items 
which did not materialise during the financial year and consequen- 
tly resulted in surrender of funds was not necessary during the 
subsequent years as the foreign exchange had already been com- 
mi t t ed  either in 1962-63 or earlier. In respect of projects which 
were deferred as the projects were not ready fox implementation 
and where the budgetary provision had been made as a result of 
optimistic estimation of the schedule of implementation, the foreign 
exchange had to bct found in s;bsequent years when the projects 
were ready for implementation. But the surrenders in 1962-63 were. 
not due to the non-availability of foreign exchange but due to opti- 
mistic budgeting. 

R. J. REBELLO, 
Joint Secretar.r~ ( P  8- C). 

'Pd, of D U. o. No. 11 (16) ;64jDB, 30-1 1-64. 28-1 1-1964. 



APPENDIX I1 
(Vldc para 4 of Report) 

. - - -  - - - - . . - - - -- - 
Amount of 

foreign ex- 
change ask- 

ed for 

Brief des- Foreign ex- 
cription of change act- 
projects for ually allot- 
which it ed to 
was asked Defence 

for Ministry 

Brief des- 
cription of 
projects for 
which it 
was asked 

Foreign ex- The project Reasons for Explanatory 
change act- for which not utilising remarks, if 
ually utilis- utilised the remain- any 

ed ing allot- 
ment 

i.e. (4-6) 



APPENDIX 111 

(Vide para 8 of Report) 

Further information desired by the Public Accounts Committee in 
their sitting on 28th October, 1964 in regard to Para 20 of the 
Audit Report (DS) 1964-Excess Payment to a contractor- 
Wellington. 

The Public Accpunts Committee desired further information on 
the following points: - 

"What is the basis for obtaining security deposits from con- 
tractors? On what basis was contractor in the present 
case asked to deposit Rs. 23,100 as security?" 

2. The reply is given below:- 

11 note explaining how securities are fixed is enclosed. In this 
case the contractor was in Category 'Dl (Rs. 2 lakhs 
limit) of Chief Engineer, Air Force Works and had 
executed a bond and standing security of Rs. 4,000. 

The value of work under CA No. CE/AFW/WEL/4 of 1960-61 
(accepted in January, 1961) was Rs. 7.10 lakhs and an 
additional Security of Rs. 10,200 was demanded. 

The value of work under CA No. CE/AFW/WEL/14, of 1961- 
62 (accepted in December, 1961) was Rs. 6-43 lakhs and 
an additional security of Rs. 8.900 was demanded. 

Thus the total additional security demanded was Rs. 19,100. The 
total security including the standing security of Rs. 4.000 
thus came to Rs. 23,100. This amount is consequently 
in accordance with the scales laid down in this re~pcct.  

3. DADS has seen. 

L. S. LULLA, 
Joint Secy. Ministry of Defence. 



SECURITY TO BE DEPOSITED FOR INDIVIDUAL MES CON- . 
TRACTS 

1. Scale of security for individual work is shown below:- 

Value of work not exceeding 10 (:&of the value Minimum Rs. 25 ;- 
Rs. ro,ooo]- of work. 

'Value of works exceeding 7 %of the value Minimum Rs. r ,0001- 
Rs. ~o,ooo/- but not exceed- of work. 

< .  
Maximum Rs. 2,0031- 

ing Rs. 30,000;-. , 
Value of work exceeding 5 '%,of the value Minimum Ks. 2,ow.'- 

Rs. 30,000~- but not exceed- of work. 
ing Ks. I -2 lakhs. 

'Value of work exceeding Rs. Rs. 6,000'- 
I .2 lakhs but not 
exceeding Ks. 2 .  o lakhs. 

Value of work exceeding 
Rs. 2 .o hkhs but not exceed- 
ing Rs. 5.0 lakhs. . . Rs. IO,OOO,;- 

Value of work exceeding 2'5 of the value Maximum Ks. 25,0001- 
Rs. 5 .o 1akhs.j of work. 

2 .  E1:listed contractors who have deposited Standing Security 
are csempeted from deposting security for individual work within 
their tendering limit as mentioned below:- 

Class Standing Security Tendering Limit. 

A . Tis. 20,003 '- No. limit. 

I3 . Ks. 10,033)- Rs. ro lakhs 
C . Ks. 6,033:- %. 5 lakhs. 
D .  . Rs. 4,000'- Ks. 2 lakhs. 
E . Rs. 2,000,'- Rs. I lakh. 
I; . Rs. 1,000- Rs. 40,030 - 
If value of any work exceeds tendering limit of a contractor h e  

is required to deposit additional security which is the  difference 
between the amount as per para 1 above and that of his standing 
deposit. g 



APPENMX IV 
(Vide para 18 of Report) 

MINISTRY OF DEFENCE 

Further information required by the Public Accounts Committee a t  
their sitting held on 28th October, 1964 

Para 36(b)-Avoida.ble expenditure due to delay in disposal of 
assets-Petroleum tanks 

(i) Why were the petroleum tanks taken back from the SVOC 
when these were not required for Army use 

The petrol tanks were not purchased from the Oil Company. The 
tanks were loaned to M ' s  Standard Vacuum Oil Coy under the 
Schgme 'JUPITER' during the World War I1 free of hire charges. 
Their possession wrs taken back on termination of hostilities. 

(ii) A note stating the expenditure incurred on the mainte- 
nance, watch and ward etc. in respect of all the 472 tanks. 
the lutest position of their disposal and the manner of dis- 
posal may be furnished. 

As can be traced from the available records, the 472 tanks were 
situated in abandoned sites after World War 11. Their disposal/utili- 
sation has been as follows:- 

I. 147of these have been disposed of by auction on various 
dates as per Statement 'A'. 

11. 90 tanks were utilised on Army installations vide Statement 
'By. 

111. 104 have been utilised on Air.Force installations as per 
details in Statement 'C'. 

IV. The balance of 131 tanks as per Statement 'D' (this includes 
78 Nos. originally proposed for installation on Air Force 
Works) have now been finally decided as surplus to the 
Defence requirements and are being disposed of. 

Out of the 131 tanks on hand today as per Statement 'D' attached 
herewith, expendiutm of Rs. 968 per month (as per Statement 'E' 
attached herewith) is incurred on watch nnd ward in respect of 48 
tanks. The remaining 83 tanks are located in their present locations 
along with other assets, and no extra expenditure is being incurred 
on watch and ward in respect thereof. 



As regards the 341 tanks covered by statements 'A', 'B' and 'C' 
it is regretted that it has not been possible to trace the records land 
particulars of the Watch and Ward expenditure if any, incurred in 
respect thereof. The matter pertains to the period immediately 
after the World War 11. Due to the closure of numerous MES forma- 
tions, the amalgamation and re-organisation of formations end also 
due to lapse of time, it has not been possible to trace the said infor- 
mation. 

It is also not possible to say whether any expenditure was incur- 
red on the maintenance of the 472 tanks. 

L. S. L U U A .  
J t .  Secg. (Q)  



STATEMENT 'A' 

List of BPI tanks disposed of by auctiolz. 

S1. Location 
No. 

No. of Size of Date of 
tanks each tank disposal 

r ) ~ .  . 
Dinjan . 
Dergaon . 

Do. . 
Dinjan . 
Mohanbari 
Chalkhowa 

Do. 
Dibru Mukh 

Do. . 
Ledo . 
Chabua . 
Missarnari 

Sookerating . . 
Rupsi . 
Chabua . 

110. . 
Dinjan . 
Bongaigaon . 

Do. . 
Nichugaon (IB) . 

Do. 
(old 139 Gpt. Coy). 

Rowriah . . 
Do. . 

Kancharparu . 
Diniam . 

Do. . 
Manipur Road . 
Manipur Road . 

Do. (RE Dump) . 

10,000 15-4-50 

10,000 DO. 

10,000 Do. 
10,000 Do. 
I0,Ooo Do. 
J0,Ooo Do. 
I0,OOO Do. 
5.500 DO. 

5.500 Do. 
10,000 L>o. 
10.000 110. 
35,000 Do. 
6,000 110. 
4.500 h. 
1,000 23-4-50 

1,000 Do. 
1,000 Do. 
I ,000 29-4-50 

3 5 7 0 0  7-7-50 

1,75,000 3-8-50 

35,000 Do. 
85,000 23-8-50 

35,000 Do. 
1,75@0 Do. 
85,000 Do. 

1,75,000 Do. 
35,000 Do. 
85,ooo Do. 
35,000 Do. 
35,000 Do. 



St. 
No. Location 

Missamari 
Mohanbari . 
Karwar . 
Hindustan Air Craft Factory, Ban- 

galore . 
Cholavaram . 
Arkonam . 
Ulundupet . 
Trichinopoly . 
Trichinopoly . 
Trichinopoly . 
Pundu . 
Dinjam . 
Mohanbari . 
Sonsbheel 
Chabuo . 
Faridabad 
Chabua . 
Goshkara . 
Debubri . 
Ilehuhri . 
Rupsi . 
Goshkart1 . 
Paildu . 
Sockerating 
Goshkara . 
Missamari 
Bihta . 
Nawadih 

No. of 
ranks 

Size of Date of 
each tank disposal 

J 952 
1952 

Do. 
Do. 
Do. 
Do. 
Do. 

9-4-53 
29-7-53 

Do. 
Do. 
Do. 

5-2-54 
11-1-56 
I 7-3-56 
I 8-9-56 
I 8- 9-56 

Do. 
I 5-12-56 
18-1-57 
11-1-57 
12-2-57 

1 7-4-57 
24-7-57 
25-7-57 

TOTAL 147 tanks 
- ..- - -- - 



List of Old Petroleum Tanks used ovz Army Instnllariorzs 

S1. Station 
No. 

Capacity 
No. of of each Date of 

old tanks tank in admin. 
used gallons approval 

I .  Jhansi . 
2. Rahina , 

3. Kirkee . 
4. AUahabad 

5 .  HAL Bangalore 

6. Jodhpur . 
7. Barrackpore . 

8. Pathankot 

g. Jullundur 

10. Jamnagar 

I I. Ramgarh . 
12. Jubbalpore . 
13. Panagarh . 

TOTAL go tanks 



List of Air Force Bulk ~eho leum Installations sanctioned and old 
tanks used therein 

: S1. 
No. 

N o  & Size of tank Date of 
(in P l . )  admin. 

appmal 

Kalaikunda 

J- 
Pmna . 
Palam . 
Halwara . 
J & P ~  . 
Hakirnpet 

Agra * 

Poona . 
Jorhat . 
Tezpur . 

IO,O00 11-4-49 

10,000 26-7-51 

10,000 do. 

ro,ooo do. 

15- do. 

10,000 do. 

10,000 27-8-51 

10,000 176-53 

10,000 6-4-56 

10,ooo 149do 

10,ooo 21-940 



List of Surplus Petroleum Tanks now under disposal - -- 

S1. Station 
No. 

Ca acity 
O ~ ~ &  

No. of tank 
tanks (in gallons). 

-- 
I. Sanatnagar . . 3 IO~OOO 

2. Gurndipundi . 
Power House . 

3. Avadi- 
North Power House . 
Upper Channel P/H . 

3) 

South Power House . 
4. Gwalior . 
5. Madras . 

23 

>Y 

Yl 

6. Poona . I I ,000 
7. Pulgaon . I 480. 
8. Bombay . 2 I 0,000 

>a 2 590oo 
9. Lonavla . I , I ,5m 10. Bangalore . I 600 

YY I 800 

11. Bidar . I I oyooo 
12. Coimbatore . I 12,000 
13. Harni Camp Baroda . 2 10,000 
'4. Asafnagar . 5 49770 

>Y 2 7,200 
YY 2 6,700. 
as 2 8,600 

15. Bairagarh (Bhopal) . 6 10,000 
16. Tambaram . I 10,000. 

- 
124 



s1. 
No. 

Station 

Ca acity P o each 
No. of tank 
tanks (in gallons) 

17. Kancharapara . 
18. Baigachi . 
19. DumDum 
20. Binapore (~aluaj 

21. Salboni . 
22. Jorhat . 
23. Barrackpore . 
q. Baigachi . 
25. Sorbhog . 
26. Chakulia . 
27. Jersuguda . 
28. Namkum . 
29. Dehradun . 
30. Chakeri . 

33. Roorkee . 
34. Mathura . 
35. La43mh . 



Extra expenditure being incurred on Watch & Ward 

Station 
Extra expenditure 

No. & capacity of tanka being incumd by 
MES per month 

(a) Sanatnagar . . ~xroooogalls Rs. 2101- 
2XIoooo galls 

(b) Kancharapara . . 7x roo00 galls Rs. 9x1- 

(d) Durn Durn . 3 ~ 1 ~ ~  

(e) Binapore . . ~xroooogalls Rs. 831- 

(f) Salboni . . 6 x I oooo galls Rs.821- 

2x7200 
2x6,- Rs. r q / -  
2x8600 ss 

(h) Chakulia (Jamshedpur) 2 x 15000 ,, Rs. 87-50 

(9 Baitagath . 3x1- ss Rs. 1201- 
3x10000 SJ 

TOTAL 48 tanks , Rs. 9681- p.m. 



ABPmm= v 
(Vide para 22 of Repart) 

MXNISTRY OF DEFENCE 
Additional Information Required by P.A.C. h their ~ i t h g  held on 

28th October, 1964) 
Para 35 (a)-ZnfmLctuous expenditure due to delay in disposal of sur- 

plus buildings. I ! 
The Audit Para reads as under:- 
35. "Infructuous expenditure due to delay in d W s a l  of sztrplus 

buildings.-In the following cases inordinate delays have occurred 
in the disposal/utilisation of vacant buildings resulting not only in 
their deterioration but also in considerable avoidable expenditure on 
their watch and ward: 

(a) 42 buildings at Hebbal, of the book value of Rs. 1.84 
lakhs, consisting mainly of stables for horses taken over 
from a former Indian State, are lying unused since May, 
1951. In 1959 a board of officers, recommended the demo- 
lition of some and retention of others. Again in 1961 
another Board recommended the conversion of these 
buildings into quarters for other Ranks. No final decision 
has yet been taken and in the meantime an expenditure 
of about Rs. 96,000 has been incurred on their watch and 
ward (May, 1963) ." 

FACTS OF THE CASE 
2. Although, handing/taking over documents pertaining 

to these buildings were dated 1951, these buildings were in occu- 
pation of the ex-State Forces till Nov., 1953. These buildings 
could not be put to any use for the existing garrison in the State 
and the question of their disposal from 1951 was deferred pending 
finalisation of Key Location Plan for Bangalore. After this was 
finalised, a user-cum-costing and Siting Board was held at Bangalore 
on 27th August 1956 for provision of permanent accommodation for 
Army Units under K.L.P. Subsequently, a project costing Rs. 126.89 
lakhs was received on 17th December, 1956 which intet alia included 
disposal of these buildings. 

Before this could be finalised, with the change in the construction 
policy from permanent fa near-permanent specification, a fresh 
Board was ordered on 10 October, 1958. Revised terms of reference 
and strength to be catered for were finalised and the Board assem- 
bled in October 1959. The Board recommended that, in view of 
decision to locate One Engineer Group in Hebbal, 28 stables b. 



converted into vehicle garages, MT OfBce, store and work,shop. The 
Board also recommended conversion of certain block into Married 
accontmodation for OR and demolition of the rest. The Board did 
not consider the question of expenditure on watch and ward. The 
expenditure on this account was, however, the minimum. 

As a result of certain changes in the establishment of the units, 
a revised project was initiated in June, 1961. Before this project 
could be examined, Emergency was declared and further considera- 
tion of the project was deferred. 

,. After the declaration of Emergency, it was decided to raise two 
Engineering Groups at Hebbal. Necessity for the project for 
provision of accommodation for two Engineering Groups was 
accepted in June, 1963. However, in view of the policy to consoli- 
date Defence holdings in cantonments, the question of handling over 
the entird Hebbal area to State Government in lieu of equal area 
to be transferred by them to Ministry of Defence has been under 
examination for sometime past. As such, planning of accommoda- 
tion at Hebbal has been deferred pending finalisation of our require- 
ments on the basis of which negotiations will be conducted with the 
State Government to arrive at a mutually acceptable arrangement. 

Following buildings have been under use by dserent Engineer- 
ing Field Units from time to time as under: - 

(a) 160 M L  Area . Used for the period 11 Jan. 64 to 10 May, 
1964. 

(b) 67 ML Area . Used by 15 Fd. Coy. from 1957 to 5 June, 
r*. 

(c) 68 ML Area . Used by 15 Fd. Coy. from 1957 to 5 June, 
1960. 

(d) 70 to 73 ML Area Used by 58 Fd. Coy. from June, 62 to 
Feb. 63 and HQ 1034 Rly. Engr. (TA 
from Feb., 63 to 1st May, 1964. 

(c) 74 to 79 ML Area. Used by 309 Fd. Park Coy. from June, 63) 
to May, 1964. 

(f) 80 to 95 MI. Area Used by 303 Fd. Park Coy. from 60 to 
61, by 325 Fd. Park Coy. from 61 to 
62, by 422 Fd. Coy., 61 Fd. Coy. and 62 Fd 
Coy. from 62 to Feb. 1964. 

(g) 144 to 147 M. L. Area Used as MES Oflice from Nov., 56 to 
5 June, 1961, as single JCOs' Mess 
by HQ 641 Engrs. and various 
Units from 6 January, 1961 to 28 
April, 1964. 

(h) 158 (PI (Latrine Used by various raising units 
and Urinal). 



No repairs were carried out to these buildings before them to 
use. However, the following expenditure was incurred after the 
buildings were taken into use: - 

(a) Stable No. 88-Rs. 3,616.00. 
(b) Stable No. 89-Rs. 4,350.00. 

In view of the position indicated above, no court of inquiry or 
disciplinary action against any individual was considered necessary. 

It is seen from the foregoing that no action could be taken for utili- 
sation except some buildings for short periods or disposal of the 
'buildings due to various factors. All the available accommodation in 
these buildings will, however, be utilised as it is proposed to move to 
%angalore a formation in the near future. 

D.A.D.S. has seen. 

L. S. LULLA, 
J t .  Secy. (Q) 



APPENDIX V I  
(Vide para 22 of Report) 

MINISTRY OF DEFENCE 
Audit Beport, Defence Services, 1964-Para ~ b f r ~ c ~ ~ ~  8xpendi- 

ture due to delay in disposal of surplus buildings 
Para 35 (b)-Vehicle Depot, Whitefield. 
Para 35 (c) -British Institute Camp, Jallahali. 

P.A.C. at its meeting held on 30th October, 1964, desired that a note. 
stating the reasons for delay in the disposal/utilisation of the vacant 
buildings referred to in sub-para (a) to (d) and the present position 
be furnished. 

The position is as under:- 
Para 35 @) -Vehicle Depot, Whitefield. 

Land measuring 44-73 acres (141 acres belonging to the State 
Government and 3.73 acres belonging to private owners) at White- 
field, Bangalore was taken over during the last war fo r  use of the 
Defence Services, at an annual rent of Rs. 601.25 paise. The Ministry 
of Defence assets costing Rs. 2,29,742 were built on this land. Assets 
costing Rs. 1,42,504 are reported to be in a dilapidated condition and 
have been proposed for demolition. The expenditure on watch and 
ward of the project from January 1958 upto March 1964 was report- 
ed as Rs. 60,083. This amount is, however, being re-verified. 

2. In accordance with the procedure then prevailing, it was neces- 
sary to ascertain the interests of the Central Ministries end the State 
Government in the assets and the remisitioned land thereunder. 
Before the project could be circulated to the Central Ministries and 
the State Government a ban on the disposal of lands and buildings 
was imposed by the Government on 28th March 1958. This was done 
having regard to the expanding needs of Defence Services. As a 
result of that ban, it was considered necessary to ascertain the interest 
of all the user services again. The remew was completed in May 1959 
and as a result of that the project was found to be surplus to the 
requirements of Defence Services. 

3. At this stage, it was considered by Government' that in view of 
the low rental compensation being paid for the land (Qe., Rs. 4 pet 
acre per annum for State Government land and Rs. 10 per acre per- 



annum for private land), it should be put to some use by the Militarp, 
The matter was reexamined by the military authorities in consulta- 
tion with their local authorities and the other user Sewices and they 
confinned that the project could not be put to m y  use. When the 
case was put up to Defence Minister for his approval in August 1960, 
he observed that the accommodation was badly required in Bangalore 
by the. Electronic Research and Development Establishment and 
others too. Accordingly, the site was inspected by an officer of the 
Ministry in November 1960. In March 1961, it was recommended by 
the Q.M.G. that the projeut be retained keeping in view its possible. 
use by the N.C.C. Directorate. 

4. In January 1962, it was decided as a matter of general policy- 
- that no project should be released in view of the expanding needs of 
the Army. While the plans f o r  expansion of the army were under 
examination, a State of Emergency was declared in October 1962. 
This necessiteted not only retention of the existing holdings of lands 
and buildings but also requisitioning and hiring of additional accom- 
modation to cater for the expanding needs of the Army. In February 
1963, it was decided to retain the project for the new raisings. 

5. The project was being retained for use by the new raisings in 
connection with the expansion of the Army. The requirements of 
ASC raising camp was about 500 lacres which was partly to be met by 
utilising the existing area of 144.73 acres and partly by requisition- 
ing or hiring some additional land. However, consequent on the 
changes in the ASC manpower requirements the necessity for ASC 
raising camp at Whitefield ceased to exist after 30th September 1963. 
The case for requisitioning of additional land at Whitefidd was there- 
fore, dropped. Until recently, this project was earmarked for loca- 
tion of a Brigade Group but due to non-availability of water supply 
this proposal has been dropped, trial bore well having proved a 
failure. In view of this, the user Defence Services were consulted to. 
indicate their interest in this project. N.C.C. Directorate have inti- 
muted on 27th July 1964, that a Board of Ofllicers have reconnoitred 
the area and have recommended that this area should be earmarked' 
for use as camping site for N.C.C. units provided certain facilities are 
provided. This proposal is being examined in consultation with the. 
Engineers at Army Headquarters. 

Para 35 (c) : British Institute Camp, Jallahali. 
During 1941, land measuring 8 acres and 11 gunthas was requid- 

tioned for the project known as "British Institute Camp, Jallahali" 
on payment of Rs. 496.50 as annual recurring compensation. The 
Ministry of Defence assets costing Rs. 60-971 were created on the. 



.above land. The expenditure on watch nnd ward from May 1958, 
-ts March 1964 is reported to be Rs. 34,996.30. The buildings were in 
axupation of the Pay and Accounts OfRce (Other Ranks) Electrical 
.and ~echanical  Engineering since August 1949. 

2. The project was declared surplus in October 1954 by the QMG's 
Inter Services Committee for lands and buildings which recomrnend- 
ed that the buildings be disposed of and the land thereunder be de- 
requisitioned after the buildings were vacated by PA0  (OR) /E&!E. 
'The project was vacated by the PA0 (OR) /EME in May 1958 when 
a ban on disposal of lands and buildings had already been issued by 
Government in March 1958. 

3. The Government of Mysore who had earlier evinced interest 
in the project could not decide about their requirements till October 
1959 when they informed thnt they were not interested in the reten- 
tion of the project. In November 1959, Research and Development 
Organisation intimated that they were interested in retaining this 
project. Its disposal was thus withheld. In December 1960, they 
reported that the project was not required by them. 

4. The interest of the user services was thus ascertained and in 
June 1961 it was confirmed that none of them was interested in its 
retention. After complete review of the project, it was recommended 
to the Government that the project ,be declared surplus. In view, 
however, of the increasing requirements for the new raisings it was 
felt in February 1962, that the project should be acquired and the 
assets which were beyond economical repairs should be disposed of 
to the best advatage of the State. While this action was under 
consideration, with the change in situation due to emergency, it was 
proposed that dilapidated structures where possible be also reno- 
mted far use of a Field Company with an Engineer Field Park 
:Plat om. , , 

5. It however, subsequently transpired that the project was not 
required for use of the Field Company and was thus surplus to the 
requirements of the Army. The interest of user services had to be 
.ascertained again and they confirmed in February 1964 that they were 
.not interested in retaining it. 

6. The State Government have requested the Defence Minister for 
release of the property in their favour for construction of a Housing 
Colony under the City Improvement Trust Scheme. I t  has since been 
ascertained that the State Government are interested only in land. 
(The land being requisition& for the use of the Defence purposes, 



cannot legally be transferred to them as it involves a change of pur- 
poee, and has to ,be de-requisitioned). The project has since been 
declared surplus with the approval of Defence Minister. The Defence 
Ministry assets were offered to the Ministry of Rehabilibation for 
accommodating displaced persons. It has since been intimated by 
the Ministry of Rehabilitation that they are not interested in t hb  
project. DML & C who were asked to dispose of the assets and to 
de-requisition the land thereunder have issued necessary instructions 
to their local authorities on 10th August, 1964. According to latest 
report, the local authorities tried to dispose of the project in situ 
but none of the owners was willing to pay the cost of assets on the 
land. In the circumstances, DML & C, issued instructions on 27th 
October, 1964 to take immediate action to auction the assets for 
demolition and site clearance and thereafter to release ilands to the 
owners. 

7. In .both the cases, guarding of the buildings was necessary to 
avoid loss by way of theft or otherwise of buildings materials etc. 
Had this not been done, the building material would have been 
stolenldamaged and possibly the land would have been encroached 
upon involving the Government in litigation. 

8. It would appear from the above t h a t  
(a) The projects had to be retained as a matter of prudence 

and necessity to meet future requirements. 
(b) MES are responsible for care of vacant buildings and till 

such time these are either occupied, auctioned, demolish- 
ed or disposed of, chowkidars have to be employed to 
safeguard the assets against encroachments. 

(c) Annual compensation for the lands will have to be paid 
till such time the project is either released or acquired. 

D.A.D.S. has seen. 

L. S. LULLA, 
J t .  Secy. 
22.12.1964. 



(Vide para 22 of Report) 
MINISTRY OF DEFENCE 

Su~~wrr.-Para 35(d)-A N& stating the reasons for delay in ths.  
disposat/utilisation of the vacant buildings at PAC Lines,. 
Kanpur and the present position in the case. 

128 temporary buildings in PAC Lines, Kanpur were loaned to 
the Government of Uttar Pradesh for the use of the Provincial Armed 
Constabulary in 1949. These buildings were wcated by the State 
Government and taken over by the Army Authorities in October, 
1961. The-ere in a state of complete disrepair. A Technical Board 
which inspected the buildings in January 1962 recommended that the 
s t ructws be auctioned for demolition in view of the high cost involv- 
ed in repairing them. 

2. In January 1962 the IAF requested that the buildings might be 
transferred to them as they were located within a convenient dis- 
tance of Chakeri Camp and so would be handy for their further 
expansion. The matter remained under correspondence between 
Army and Air Headquarters for some time. There was some delay 
in processing the case properly by the Service Headquarters while 
the Air Force Authorities apparently were visualising utilisation of 
the land at PAC Lines for fresh construction which they could not 
undertake unless the Lines had been permanently transferred to 
them, the Army euthorities, on the other hand, were apparently 
unwilling to part with the land with the result that neither the 
accommodation could be properly utilised nor the buildings which 
were stated to be beyond economical repairs demolished. After 
considerable discussion it was agreed in January, 1964 that:- 

(i) The Air Force should hand back the buildings to the 
authorities at PAC Lines, Kanpur excepting the 25 
buildings under their occupation; 

(ii) Further action should be taken on an immediate basis by 
the Army authorities .for the disposal of the buildings 
recommended by the Board of Ofacers for demolition; 

(iii) Army as well as Air Force authoritiee should jointly. 
' examine their requirements for the land/accommoda-. 
tion at the Lines and make recommendations to the Gov- 
ernment, for a decision at the eppropriate level. 



3. The local military authorities have now reported that all the 
Chowkidars have since been withdrawn w.e.f. the 22nd June, 1904. 
*,Out of the 128 buildings comprising PAC Lines Kanpur, 55 have been 
demolished. Aa regards the remaining buildings, 38 are in occupa- 
tion of an Army Unit and 25 buildings are in occupation of the Air- 
cmft Manufacturing Depot. With regard to the disposal of thc 
remaining 10 buildings the matter is in correspondence with 
the local military authorities. 

4. The case for the utilisation of land in PAC Lines, Kanpur b 
under examination in consultation with Air Headquarters. 

L. s. LULLA, 
J t .  seey. 



*APPENDIX VIII 

(Vide para 25 of Report) 

d information required by P.A.C. on para B of Aud&. 
Report, Defence Services, 1964 

(i) What is the cutegorywise break-up of the cost of 650 
chassis? What is the cost of 132 chassis which were 
found unsuitable? 

(ii) What is the latest position regarding chassis disposed of, 
chassis on which body building has been completed and 
the remaining chassis? 

(iii) What is the reason for delay in utilisation or disposal of 
the chassis? 

Item (i) 

B r a  30 of the Audit Report, 1958 mentions the value of about 650 
chassis as Rs. 98 lakhs approximately. As at the time this Audit 
Para was discussed by the P.A.C. the emphasis was on delay in body 
building rather than on the cost of procurement or book value, the 
question of cost was not specifically gone into. This figure appears 
aguin in para 52 of the Audit Report, 1964. I t  is now seen that 
DADS have presumably calculated the value of 649 chassis at  Rs. 98 
lakhs on the basis of information furnished by MGO Branch on 
12th August, 1958 regarding the approzimate book value of these 
chassis. Army HQs had given the figures regarding book value in 
1958 after deducting from the priced vocabulary rate, the war time 
cost of body and reducing the balance to 213 to allow for old vintage 
of chassis. These figures had not been vetted by Ministry of Finance 
before submission to DADS. 

2. Information regarding the value of 132 SUCOE chassis men- 
tioned in para 52 of the Audit Report, 1964, wag based on the present 
book value of each chassis at Rs. 55,000 as indicated by the Ministry 

*Note not vetted by Audit. 
136 



of Flnance (Def.) on 9th October 1963. In calculating the present- 
book value, the Ministry of Fin. (Def.) had increased the procure-. 
ment price by 44 per cent on account of the devaluation of the R u p ,  
in 1949. 

The different methods followed to assess the value as mentioned* 
in the previous paragraphs has been responsible for the npparent 
anomaly in the value of the chassis indicated, in para 52 of Audit 
Report, 1964. A statement indicating the purchase cost of the 649' 
chassis and the present book-value of these chassis in a fit condition. 
is attwhed as Annexure A. It will be seen therefrom that the total 
purchase cost of 649 chassis comes to Rs. 102.38 lakhs, of which the 
132 SUCOE chassis account for Rs. 50.42 lakhs. The present value of. 
the chassis in A t  condition, arrived at by adding 44 per cent to the 
purchase cost, will be Rs. 147.38 lakhs for the 649 chassis, of which 
Rs. 72.60 lakhs would be the book-value of 132 SUCOE chassis in fit 
condition. 

Jtem (ii) 

4. The present position regarding the 649 chassis is as under:- 

No. of Chassis disposed of through DGS&D in 1-1 26 
No. of chassis on which body-building has been completed 476 
No. of chassis issued without bodies for instructional purposes . z o 

Of these, 

to be dispoxd of 
Sucoe 5-Ton FWD'J 132 
Hari 4-Ton FWD 4 

0 Chev 3-Ton 1542 I I37 

649 

the 103 SUCOE chassis have been declared to D G W  
for disposal so far. The remaining 29 SUCOE chassis are expected to  
be declared for disposal in December 1964, and the balance of the 5 
chassis shortly thereafter. 
I t m a  (iii) 

5. The question of retention/disposal of these chassis has been 
receiving attention since 1951. Of the 649 chassis, 26 were disposed: 
of in 1960-61, bodies have been built on 476; 10 have been issued 
without bodies for instructional purposes and the remaining 137 are 
to be disposed of. Looking to the 1959 and 1964 classification of these 



chassis as indicated hereinbelow, it will be seen that there has been 
no deterioration in these chassis: - 

Type of Total No. Classification 
vehicles 

I959 19'54 

-- 
6. A short summary for the developments regarding the utilisa- 

tionjdisposal of these 649 chassis is given below: 

The question of building bodies on the chassis was examined by 
Army HQ but had to be dropped as some of them were already 8 
yearn old. On re-examination, it was recommended that bodies 
should be built on fit (i.e., Class I) chassis only and that the others 
should be declared for disposal. 

(a) A proposal to retrieve serviceable steel/wooden bodies from 
Class V/VI vehicles in stock and to mount them on At chassis was 
examined. After investigation, it was found unlikely that any steel/ 
wooden bodies would be available in serviceaMe condition for fit 
ment on these chaa6la 

(b) The question of htilisation of qty 132 FWD/SUCOE chassis 
in s i p 1  Specialist role was considered by General Staff. After 
trials, they were found unsuitable for the purpose. Then a proposal 
*as made to use these chassis in GS role. 

(c) The question of disposal of repairable chassis we also re- 
examined. It was decided that no action should be taken for their 
disposal unless their repair and body building were fmnd to be 
~ ~ ~ e ~ ~ a o m i c a l .  

(iii) 1953 
It was recommended that the question of disposal uf repairable 

chaseis should be examined v&-atzzb the question of disposal of 
surplluses of p r e 4  complete vehicles of similar makes and m&b. 



With a view to examine the cost of repair and body building on 
&he chassis, it was decided that a detailed inspection of both fit and 
repairable chassis should be carried out. It was also decided to exa- 
snine the stock position of spares. 

(a) Inspection by the technical authorities during December 1955 
and February 1956 revealed that a majority of the chassis were worth 
.repairing and mounting bodies on. 

(b) On re-examination, it was recommended by General Staff 
.and Ministry of Defence to Ministry of Finance (Def.) that repaira- 
ble chassis should be disposed of because (1) Chassis were not backed 
by spares and Government had agreed to the ciisposa: of com~lete 
vehicles of similar makes and models, and (2) EME workshops were 
mot in a position to undertake repairs and body building in addition 
to  their other commitments. 

Ministry of Fi~unce (Def.) stressed that the yuestioxl of disposal 
.of the chassis be resxamined in the light of the contemplated Re- 
+organisation Programme. As a result of this examination it was 
.accepted that- 

(a) Fit stocks of chassis should be retained for eventual fit- 
ment of bodies; 

(b) Repairable stocks should 'be upgmded/overhauled by 
EME workshops and bodies built on them. 

In July 58, Ministry of Defence asked General Staff to re-examine 
-the issue in the spirit of the directive issued by the Defence Minister 
for making the maximum use of available stocks. so as to defer 
$disposal till the in lieu utilisation aspect had been fully analysed. 

(viii) 1959 

O n  13 January 1959, the question of utilisation of all the 649 pre- 
48 chassis (including 132 SUCOE chassis) was discussed under the 
(chairmanship of the Additional Secretary and it was decided that 
before a final decision about the fate of these chassis could be taken, 
MGO Branch should undertake a technical inspection of these chassis 
and submit a report to Government as regards their serviceability, 
etc. A technical inspection of these chassis was carried out by EME 

I 3206(Aii) -10. 



and it was decided to build GS Bodies on 623 chassis and to diqo@~v . 
of the balance 26. I 1 

The position was again reviewed by the General Staff on 14 
October, 1960 and it was decided that the 132 SUCOE Chassis should' 
be disposed of for the reasons already given in evidence before the 
PAC. Meanwhile body building on the other chassis was allowed t o  
proceed. The reasons for delay in body building on these vehicles 
were: - 

(a) Inadequate supply of timber; 

(b) Non-avaihbility from trade of metal components which, 
had to be manufactured by EME Workshops; and 

(c) Dii3culty and delay in procuring raw materials which 
were controlled items. 

(x) 1961 
(a) On 20 April 1961 a meeting of all users was called by IYWE 

to find out if the SUCOE Chassis could be utilised in some role. All 
the users confirmed that SUCOE chassis could not be utilised in 
lieu of any other type und as such 132 Chassis may be declared for 
disposal. 

(b) During May 1961 the case for disposal of these chassis was 
put up to Government. Ministry of Defence decided on 17th Octo- 
ber 1961, that these chassis be offered to the State Trading Corpora- 
tion and the Orissa Government who, at that stage, had envinced 
some interest in the purchase of ,these chassis and that these chassis. 
be disposed of in case the two parties did not need them. Both 
parties subsequently stated that they were not interested in acquir- 
ing these chassis. The agreement of Ministry of Finance (Def.) to, 
the disposal of the chassis was obtained on 30 December 1961. 

(xi) 1962 

Although the disposal of the chassis was approved, in view of 
DM'S instructiom to find out in lieu utilisation for all surplus 
defence stores, the General Staff took up the question of issue of 
these chassis as Static Trainers to Training Centres. Other services 
were also approached to indicate if they had any use for these chassis. 
These efforts at  finding alternative use for the chassis were of nc* 
avail. 



(xii) 1963 
A meeting was held in the Ministry of Defence on 5 September 

1963, and after detailed discussion it was agreed that the SUCOE 
5 Ton vehicles were unsuitable for use in the Army and should, 
therefore, be treated as obsolete and that the e n t h  holdings of 
SUCOEs (vehicles as well as chassis) should be declared for disposal. 
Details regarding numbers and classification and cost of veh ick  
and chassis were then worked out. 

(xiii) 1964 
Government's final approval to dispose of the entire fleet of 

SUCOE vehicles and chassis was obtained in March 1964. Necessary 
executive orders were issued on 2nd July 1964. So far 103 of these 
132 chass; have been declared to DGS&D for disposal. 

7. DADS has seen. 



Serial Type of Chassis No. of Book l'otal Approx. 'Total- Present Total 
No. chassis value as book-value purchase purchase book-value present 

given in as per col. price per price as (144 O/o of book-val- 
1958 4 of chass- chassis per col. 6 col. 6) ue as per- 

isin fit col. 8 of 
condition chassis in 

fit con- 
dition 

- - 

I Chassis 15 Cwt 4x2. Chev. 842 I . 
2 Do. Ford 0 9 1  W . 

3 Chassis 15 Cwt. .pq Ford C291 Q 

4 Do. W/W . 
5 Chassis 15 Cwt. qxlDodgeWC 51 

6 Chassis 30 Cuz.~qxq Chw. 8qqo . 
7 DO. DO. j W/W 
8 Do. Chev. 8eq1 . 

Hs . Hs. 
5,121 15,363 

5,601 5,601 

1091.51 10,35,402 

10,542 ' 20,45148 

8,551 34,204 

8,826 8,826 

9, I 73 1 0,18,203 

8,826 26,478 

Rs. 

71374 

8,065 

14,617 

1g,180 

12,313 

12,710 

13,210 

12,710 

C1 
rG 

Ks. W 





*APPENDIX IX 
(Vide para 26 of Report) 
MINISTRY OF DEFENCE 

Audit Report, Defence Services, 1964 

Chopter 2 [Paragraph 4 (iii) --Other points relating to Appropria- 
tion Accounts]--81 cases of un-authorised provision of airlifts. 
The Public Accounts Committee at their sittings held on 27th to 

31st October 1964, desired to be furnished with the following infor- 
mation relating to paragraph 4 (iii) of Audit Report, Defence Servi- 
ces-1964. "Unauthorised provision of airliftsw:- 

Question 

"A statement showing cases in which civilians were provided 
airlifts, circumstances in which these airlifts were 
allowed and the reasons for delay in their regularisation 
may be furnished." 

Answer 

A statement showing the pending cases (as on 26th November, 
1964) in which (i) civilians were provided airliits, (ii) circumstances 
in which these airlifts were allowed and ( i i i )  the reasons for delay 
in their regularisation is attached. 

2. The Ministry of Finance (Defence) h a w  sccn. The informa- 
tion has not been vetted by the Dimtor  of Audit, Defence Scmiccs. 

D. D. SATHE. 
Joint Secretary (Air) 

I 30-1 1-64. 
-- . -- -- ----- 

*Not Vetted by Audit. 



Scrial Brief subject Circumstances in which airlifts were allowed Reasons for delay in their regularisation. 
No. 

4, Airlift of 105 civilians . Airlift of 105 personnel of Special Police w a s  Certain details are still awaited from Air 
undertaken at the request of the Ministry Headquarters. 
of Honlc Affi~irs. 

10. Airlift of Mrs. Indira Details regarding the airlift have been calkd Unit has been asked to furnish information in 
Gandhi and party. for from the Unit by Air Headquarters as regard to the circumstances in which airlift 

the infomitivn previously supplied by was necessitated. Reply is awaited. 
the Unit is inadequate. E 

I I. Airlift of Chief Justice of Airlift was authorised by Unit on a telegra- Reasons for not obtaining prior sanction of 
Assam. phic request received liam the Director, the Government and the circurnstaoccs in 

Supply and 'l'nnsport, lu'E1;A and Naga- which the airlift was required had to be 
land, Jorhat. called for. Formal Government sanction 

was issued on 26-11-I& 

43. Airlift of 1:ilrn Artists . A Film Festival urus organised to augment the Sanction issued vide Ministry of D e f ~ c t  
Ndtion~l 1lefenc.e ITund by the Central letter No. F.7(18)/62/1064/D(Air-I1), dated 
Government at New Delhi during Janu- 31-1-1963, is required to be amended as the 
sty, 1963. number of Artists actually airlifted does not 

tally with the information available with 
LAO(AF). Necessary Corrigendum to the 
Government letter is under discussion with 
the Ministry of Finance @ e f i A i r ) .  



Serial Ilricf suhicct ! Circumstances in which airlifts were allowed Reasons for delay in their -tion 
KO. -- - ----- 

44. .$itlift provided to the ( : ~ v e n d  by Minict rv of Defence OfIice Ale- Matrer under correspondence with. bt,~k 
Afinister for 1 ~ c f i . n ~ ~  morandurn No. I:. 7(11)lCio!Vol. I/D(Air- of Defence Accounts (Air Fore), m m  
Prcdwtion. II) ,  dated 4th October, 1962, as amended Dun. 

from time to time. According to pard- 
graphs I1 (hY3) and I 1  I(h) thereof Minister 
for Dcfencu I'rduction is entitled to the 
use of VIP aircraft of IAF for journeys on 
nfticiul duty. 

5s. .\irlit't ol' (:hiet' hlinister (:ircumstances in which airlift was provided Air Headquarters are awaiting receipt of the 
of' Assan1 an4 party. ' and the flight details are not forthcoming reply from the Unit. 

from the Unit. r 
6c. Airfifi of Politicd Officer, Not known. 

Sikkim. 
('ase is still under investigation by Air Head- 

quarters. 

63. Airlift of Shri i'rarayk 1x0- 'I'hc airlift was provided at the instance of Air Hqrs. 11- been asked to obtain and furnish 
nard, U'irclcss Operator. the Governor of A(isam. complete details/circumstances of the a& 

lift. 'I'heir reply is still awaited. 

7 .a. Airlifts provided tc. civil- GOC-in-C:. S\' Corps has been delegated (lumplete &tails of airlifts etc., is d a  
i;.rs in J h K  a m  p'wers to sanction airlifts of civiliilnq and available with Army authorities nor with 

otficids of J&K (iovernment etc , on the Air Force authorities. 
payment, in the routine sorties of' Air 
Force aircraft. '['he same are later re- 
quired to  be mgularisd by issue of an 
tx-port-fdcro sanction of the Government. - - -- - -- 



APPENDIX X 
(Vide para 36 of Report) 

MINISTRY OF DEFENCE D(A1R. I )  
Information required by the Public Accounts Committee at their 

sittings held on 27th October. 1964, regarding Para 5O(a) ( d e l . ~  
in finalisation of provisional pa-vment) Audit Report Defencc 
Services 1964. 

Question 
What is the  present position ofi adjustment of the  outstanding 

amouni of Rs. 117.30 lqkhs relatinp to the projects completed by 
June,  1961? 

Present position of adjustment of the  outstanding amount of 
Rs. 117-30 lakhs relating to the projects completed by June, 196l, is 
furnished below:- 

Ks. 101 .52 lakhs for purchase of aircraft 

Rum= 
Lakhs 

(I) Ks. 32.29 lakhs on acount of Vampire Day Fighter 
aircraft manufactured b!. Hindustiin Aircrafi 1.imited 
from raw materials. 

(iovernment orders authorising final payment tn HAL 
for the aircraft have since been issued. The m o u n t  of 
Rs. 32-29 lakhs would now be adjusted by the Deputy 
Cont r o k  of Defencr Accounts (Air I:orce:! Bangalore, 
in the near future . 32-29 

(11) Ks. 52-17 lakhs fbr Vampire 'I'rainer aircraft manufac- 
tured hy HAL from raw muterials. 

Out of the lo : h i i t  Ohscrvations made by Dy. CDA (.W) 
Bangalore, y have since k e n  settled by HAL. Final 
reply of HAL in respect of one audit observation only 
ir awaited by the I]!., <:I).\ :.\I:,. 

'I'he a h v c  hatch of aircraft is the final one in the entire \.'am- 
pirc programme at HAL. -4s such, all ;~diustments re- 
adjustments reluting to previous hatches of 1:iphter 
and 'i'rainer aircraft would have to bc: looked into in 
detail by Audit before finalisittion. (:onsequently some 
delay is inc\.itilhlc in the adjustment trt'thc amounr of Ks. 
52.17 I- . . 32.17 



Rupees 
Lakhs 

*(III) Rs. 4-20 lakhs for the Gnat aircrafk assembled by 
HAL. 

Government orders authorising final payment to HAL 
for the aircraft were issued on 8-7-1964 and the out- 
standing provisional payment of &. 4.20 lakhs was 
adjusted by the Dy. CDA (AF) during September, 
1 964 

(IV) Rs. 8.00 lakhs for Gnat aircraft major components. 

The amount was received by HAL from the Government 
between rg6o-61 and 1961-62. 

Audit Report is to be submitted by Dy. CDA(AF), Banga- 
lore, to enable the Government to fix final price payable 
to HAL. Dy. CDA (AT;) raised 5 audit observations. 
Out of this 2 have since been settled and the disposal of 
the remaining 3 is awaited 

(V) Rs. 4.S6 lakhs for Gnat aircraft sub-assemblies. 
Audit Report is to be submitted by Dy. CDA (AF), Ban- 

galore, to emhlc the Government to fix final price pay- 
able to KAL. Rcply of HAL to the audit observations 
is being awaited by the Dy CDA <.W) 

WI) Ks. 6-52 lakhs for supply of spares 
(a) Amount since adiusted by Dy. CDA (AF) including 

one invoice for Rs. 0.06 lakhs adjusted on 1-10-64 
(b) Invoices under certification with IAF agencies 
(c) Invoices pending for RhlS (Repair, hlaintenance and 

Servicing) Orders amendments. (The matter is being 
progressed with Air Force Depot and Air HQrs by HAL) 

TOTAL . 
(VII) Rs. 9.26 lakhs for services rendered. 

(a) Amount since adjusted by Dy. CDA (AF) (including 
Rs. 0-28  lakhs adjusted in October, 1+4) 6.20 

(b) Referred to Government. This refers to partial over- 
haul of Centaurus engines 3 - &  TOTAL ' 9.26 

GRASD TOTAL . 117'30 

Ministry of Finance (Def.-Air) and Director of Audit Defence 
Services have seen. 

D. D. SATHE, 
Joint Secretary ( A )  

19- 12-64. 



APPENDIX XI 
(Vide para 46 of Report) 

MINISTRY OF DEFENCE 
Para 43(a) Page 28 Audit Report (Defence Services) 1-Delay 

in the establishment of Hospital (Pawai). 
Note on Additionut Information required by P.A.C. 

Points raised by P.A.C. 

Have only the industrial workers of the Naval Dockyard been 
allotted houses in the Pawai Housing Colony? In case both the in- 
dustrial and non-industrial workers have been allotted accommoda- 
tion, what is the percentage of houses occupied by the non-industrial 
workers? Have the hospital facilities been extended to non-indm 
trial workers living in the Colony? 

Position 

There are a totai of 504 quarters out of which 272 are  allotted to 
the industrial staff and 218 to non-industrial staff employed in the 
Dcckyard. The latter caterlory docs not include any ministerial 
stnff employed in the Dockyard but comprise of junior supenisory 
stafF rmployed in the Dockyard who havc been classified as non- 
industrial staff. From the figures given above it will appear that 
about 43 per cent of the total quartprs have been given to the latter 
category of employees. Four quarters have been allotted to the 
essxitial hospital staff and 10 to  M.E.S. maintenance perscnnel. I t  
is confirmed that non-industrial personnel are not allowed to avail of 
the hospital facilities at  Pnwai as these are confined to industrial 
emplo-yees only. It  may, however, be mentioned that the 20 bed& 
hospital ,sanctioned at Pawai is intended to cater for the needs of all 
the industrial workcrs of thc Dockyard and outlying depots and 
thcir families vide this Ministry's letter No. CS/ll16/NHQ!5316[D 
(Mcd) dated 30th September, 1961 and it is not fcr those industrial 
stnff only. who are aIIotted accommodation a t  Pawai Colanp. 

D.A. D.S. has seen. 
M. M. SEN. 

Joint Secretary. 
5- 2 2-1 964 



*APPENDIX XI1 
(vide para 51 of Audit Report) 

(DEPARTMENT OF DEFENCE PRODUCTION) 
MINISTRY OF DEFENCE 

SUBJECT: -Audit Report. Def e w e  Sewices 1964-Para 6-Avoida ble 
expenditure due to delay i n  installatioit of Boilers 

1. During discussion on para 6 of the Audit Report. Defence Ser- 
vices 1964-the Public Accounts Committee desired to have further 
information a.~  follm7s: - 

"A note stating the date of installation of (:Id boilers which 
were proposed to  be replaced, their expected life, and 
the number of years done by them in 1955". 

2. The reply is as follows:- 

Date o j  installatio~~ of the boilers 

The first cld boiler was installed in 1925. The second old boiler 
whose date of manufacture is 1926 was obtained second-hand from 
the Assam Oil Company and installed in 1944. 

Expected life of the boilers 

The expected life of boilers of the first type (Lancashire) is 
42-50 years approxirnatelv subject to inspection by Boiler Inspector. 
As the boiler's pressure was reduced. the I n q x ~ t o r  o f  Boiler de- 
manded open inspection every yew. This was found to be very 
uneconomical and therefore the bciler was condemned. The expect- 
ed life of the second type of boilers (Loco) is 25 to 30 years wbjrvt 
to inspection by Boiler Insp t~ tor .  Sjnce 1950, it was found to be 
working at progressively low pressure and extensive repairs were 
required and functioning of this boiler was fountl highly unecono- 
mical. It was, therefore. condemned. 

Number of years done 'by then1 in 1955 

In 1955 the first old boiler had d m e  30 years and t h e  second old 
boiler had done 29 years. of th i s  11 ycnrs were in the Factory. 



(vide para 58 of Report) 
MINISTRY OF DEFENCE 

S u n ~ ~ x ~ : - - . . A u d i t  Report, Defence Services, 1964-Para 29(a) regard- 
ing nranujacture of Sha kt iman Trucks-Unintended 
Benefit I 

1. During discussion on para 29(a) of the Audit Report, Defence 
Services. 1964 on the 31st October, 1964, the Public Accounts Com- 
mittetb desired to have further information on the points listed 
below: -- 

( i )  A statement showing the number of persons trained by 
thr cdlaborators and duration of training given. 

( i l )  A note stating the progress regarding achieving the 
indigenous con tent of trucks and whether it is according 
to the revised programme. 

2. The required information with regard to point (i) above is 
as follows: - 

(a )  Number of persons trained by the collabora- 
tors (These include 2 Senior Works Mana- 
gers. 1 Foreman and 1 Asstt. Foreman) . 4 

r Senior Works Mawager . 4 months. 

I Senior Works Manager - 6 w& 

r Foreman - 3 months 

I Asstz. l~oremi . 3 months 

3. With regard to point (ii) above, it may be stated that the 
original production progriamme had been drawn up in 1959. As the 
actual production fell much short of targets in the initml 
years. the DGOF was =ked to take a realistic view of the matter 
and a revised programme was accordingly drawn up and put up 
to the Defence Committee of the Cabinet in July, 1961. 



4, According to this revised programme, 1,500 vehicles should 
have been manufactured during the third year of production uiz. 
1st July, 1961 to 30th June, 1962 with the indigenous content at 
39-3 per cent at the beginning of the year to 57-4 per cent at the 
end of the year. During the fourth year of production viz. 1st July, 
1962 to 30th June, 1963, production of 1,500 trucks had been planned 
with deletion percentage reaching upto 68 per cent at the end of 
the year. The programme was, however, delayed and fulfilled as 
follows: - . - --- - -  -- - - 

Total Indigenous 
Period of percentage 

vehicles achieved 
produced - - - -- - - - - - -- - - 

1-7-61 to 
3-2 803 48.8 
1-7-62 f O  

-- 3 0 - 6 - 6 3  - - - -- - 745 ... 57: 4 - - --- 
In other words, a little more than 1,500 vehicles were produced 

over a period of two years instead of during a period of on; year. 
5. In 1963 a revised programme as given below which seemed 

capable of realisation was drawn up:- - - --- ---." .- - 
No. of Indigcnou\ 
Trucks perccntcyc 

(b) 1-7-64 to 30-6-65 . - - - - - - . . .- - - - - - - 72 f soo - - - -. _ - -- - - 
The actual production and the percentage of indigenous content 

acheved were as follows: - - 

(aj I -7-63 to 30-644 . 1,022 64.29 
(b) 1-7-64 to 31-10-64 

( i -e .  4 months only) . 3x4 69.41 
----- --- - 

6. It is anticipated that during the remaining period of 8 months 
of the year i.e., from November, 1964 to the end of June, 1965, thc 
outturn of production of trucks would be 1,000 thus mising the total 
production to 1314. The percentage of indigenous content expected 
to be achieved is 71.67. 

S. Y. RANADE, 
J t .  Secy. (F. & P.) 

I 27-1 1-1964. 



(Vide para 46 of Report) 
MINISTRY OF DEFENCE 

SUBJECT:-Audit Report, Defence Services, l!I64-Para W ( b )  
During discussion on para 29(b) of the Audit Report, Defence 

Services 1964 on the 31st October, 1964, the Public Accounts Com- 
mittee desired that a note stating the date of the agreement, the 
date of holding of trials of Truck and the date when the report on 
trials was received may be furnished. 

2. The required information is that an Agreement for the 
manufacture of 3 ton trucks in collaboration with Messrs. MAN of 
West Germany was concluded with the firm on the 11th September, 
1958. The information regarding date of holding of trials of truck 
and the date when the report on trials was received is as follows:- 
--- -- -- - -- -- - -- ---- 

Nature of Trials Dates of Trials Date of receipt of 
trial report 

- - 

(a) Dynamometer Trials on 7 May 58 to ro June 58. 
MAN Multifuel Engine. 31 May 58. 

(b) Standard Pdormance 8 Aug. 58 to (i) Special Report 
road trials on the truck. 23 Aug. 58. 30 Aug. 58. 

(ii) Detailed Report 
7 Oct. 58. 

3. The defect regarding excessive oil temperature was detected' 
during Dynamometer trials carried out on engine during 7th May, 
1958 to 31st May, 1958. The Dynamometer trials are carried out on 
engine only (when the engine is on the bench and separate from 
the vehicle) and the rcport on this test indicated that the engine oil 
temperature should come down after fitment of the engine on the 
truck on account of cooling by current of air. The Special Report 
of 27th August. 1958 received on 30th August, 1958 on road trials of 
this truck did not mention this defect. However. in the detailed 
report of 3rd October, 1958 received in Directorate of Vehicles on 
7th Octobcr, 1958. this defect was mentioned and recommended to 
be rtsctified. The dcfcct was immediately intimated to the repre- 
sentativc of Messrs MAN in New Delhi on 10th October. 1958. 

4. D.A.D.S. has seen. 
S. Y. RANADE, 

Joint Sectetary (Fys. & Plg.). 
12-1-1965. 



(vide para 64 of Report) 
Audit Report ( DS) 1964 

Statement shwaing dstaili of 46 outstanding vouchhers pertaining to 
stores supplied Sy the Trade. 

S1. Name of the Name of the Firm Date of Approxi- 
No. Consignee (Consignor) Voucher matc 

Inspec- Value 
t ion 

note -------- -- - 
Rrr . 

I POL Depot, Ambala . (hltex (India) P.H. 7-8-62 x,72,290 
No. 39. New Delhi. 

&so Standard Eas- za-8-62 98,646 
tern Inc., New 
Delhi. 

3 140 Med. Kegt. (TA; . Central Purchase 13-9-61 4,600 
throclgh th: DGSD 

4 BKL Chandigrh . BhatiaFSafe Works, 8-5-62 Over p o  
47, Factory Area, 
E;anpur. 

5 2 F.O.D. Swadeshi Me;. Syn- 24-3-61 23,592 
dicate Pvt. Ltd., 
Ludbiana. 

6 CRS SOLAN' . . Serampre Colliery I 57-6 I 5x5 
7 Do. . Do. , . 18-7-63 605 
8 D o . .  . . hi,%. Prem Singh and 7-6-62 4~~ 

Shyam Singh. 

lo 865 Engr. Works Sec-' hiis. A. Kurnar and 10-1 1-62 
tion G., J ullundur. 

I I DO. . 110. . . 10-11-62 2,100 

*Not vetted by Audit 



Sl. N m  oethe Name oC the F:nn Date of Approsf- 
No. Consignee (Consignor) Voucher rrate 

Insma- Value 
t:o? 
note 

13 865 Enp. Works . 
Section 

14 Do. . 
15 Do. . 
16 Do. . 
17 C.O.D. Chheoki (I.T. 

Group). 
18 Do. . 

19 C.O.D. Chheoki' 

20 Do. . 

21 Do. . 

22 Do. . 
23 no. . 
24 110. . 
25 Comdt. C.O.D., b n -  

pur. 

26 Do. . 
27 Do. . 
28 110. . 
29 Do. . 
30 Do. . 
3 I Do. . 
32 Do. . 
33 Do. . 
34 Do. . 
35 Do. . 
36 Do. . 
37 Do. . --- .--.---- -.- - -. -- 
2206 (Aii) L.S.41.  

MIS. Novel Plastic, 10-11-62 
Delh i 

Mls. Hnrdial Singh, 10-11-62 
Wundur. 

Do. . . 4-12-62 
Do. . 18-12-62 

Mls. Shambu Nsth 1957 
& Sons, N e w  Delhi. 

CF Timber Utilisa- 16-12-61 
tion Circle, Srina- 
gdf 

Dharamjee Monrji 30-9-61 
Chaman La1 Co., 
Bombay. 

M/s. Goocila~q Ner- 24-7-61 
olss Paints, Bom- 
bay. 

MIS. Himmnt Singh 13-10-52 
Timber Ltd. 

Do. . . 21-10-52 
Do. . 30-1-53 
Do. . . 8-5-52 

Mfs. Frontier Woo- 24-6-58 
llen Mills, New 
Delhi 

DO. . . 25-6-62 
Do. . . 36-58 
Do. . 5-7-58 
DO. . . 23-7-58 
Do. . . 22-7-58 
DO. . . 18-8-53 
Do. . . 30-3-58 
Do. . . 198-58 
Do. . 13-9-5s 
Do. . . 9-ra-58 
DO. . . 17-12-5s 
Do. . .- . - -- a 19-s-sS 



Sf. Name of the Name 0' the F:rm Date of Approd- 
Na Consignee (Consigi.or) Vt whcr mate 

Inspec- Value 
t:m 
rote - ----... ---.- 

Rs. 
38 Comdt. C. 0. D. MIS. Frontkr 7-5-58 2,450 

Ranpur. Woollen M'lls 
h'cw Dclhi 

39 Do. . Do. . . 24-4-58 2,483 
40 Do. . DO. . . 26-4-58 2,305 
41 Do. . Do. . . 29-6-57 2,408 
42 Do. Do. . . 15-2-56 3,083 
43 DO. . DO. . . 15-2-57 2,678 
44 DO. . DO. . . 14-2-57 495 lo 

4s Do. . Do. . 3-6-59 7svw 
46 GF(P) Babina . Indian Tube Coy. 14-3-63 4 4  16 

Calcutta. 

521,942 

(R. J. REBELLO) 
Joint Scncr~ry  (P&C) 

2s-I 1-1rn. 



APPENDIX XVI 
(vide para 68 of Report) 
MINISTRY OF DEmNCE 

Appropriathn Accounts (DS) 1SZ-63 

Pages 8 9  Para 1W.G.D.A's Certificate. 
Sub-Para 11-Outstandings on account of work done 07 stor- 

supplied 
What is the amount which has been outstanding for (a) more 

than one year and (b) two years? What are the steps propaged to 
be taken to bring down the outstanding dues? 

A statemmt indicating the amounts outstanding fm (a) more 
than one year and (b) more than two years is enclosed 

2. The follcwing steps are being taken to recover the outstanding 
dues, early: - 
Defence Services (Othsr than Ordnance Factories) 

It will be seen from the statement enclosed that out of Fb. 108 
1- outstanding on 30th June, 1964, Rs. 74 lakhs were due from 
Central Civil Departments and State Governments. The main rea- 
son for the non-clearance of dues from Ministries/State Governments 
is that the debits could not be raised for want of accepted copies of 
issue vouchers/statements. A revised procedure was introduced in 
June 1961, whereby debits for the cost of stores are raised on the 
basis of "proof of despatch" of s;tores, without waiting for accepttd 
copies of priced h u e d  vouchers. Based on this decision, the fallow- 
ing p r d u r e  has been evolved to clear the outstanding dues. 

3. Two copies of statements wtll be prepared for each consipea 
giving full particulars of stores issued, the number and date al Isam 
Vouchers and proof of despatch of stores, w k  available. The two 
copies of statements duly supported by unreceipted copies of vou- 
ch- win be forward4 by depots to the consignee for return wftb 
a certif?cate accepting receipt of stores. The accepted copy of tbs 
statement, when received back from the consignee, will then.ikr 
be forwarded to the CDA for raising debits against the party cob. 
CdJl'bCd 



4. In the case of issues to private bodies, etc. in many cases, the 
cost could not be adjusted, so far, for want of treasruy receipts. 
These cases are also being pursued vigorously. 

Ordnance Factories 
5. The outstanding dues in respect of work done by Ordnance 

Factories upto and inclusive of 1962-63 was Rs. 400 lakl~s bs on 
30th September 1963, which amount was brought down to Rs. 250 
lakhs on 30th June, 1964 as per the break-up given below:- 

(In lakhs 
of 

Rupees) 

(i) D l 3  from Cmtral Civil D:pxmcnts . 159.35 
(ii) D i r  fr3 n Pi iv~t :  b31i23 . 47-42 
(iii) D ~ z s  fro n R3ilwq.s . . 3-98 
(iv) DJS f ran D:f21:2 S:rvic:s 1-92 
(v) Dues fro= State Governmats 1-20 

6. It will be seen from the above that the bulk of the dues relates 
to Central Civil Departments and Private bodies. 

(i) A substantial part of the outstanding dues from the Central 
Civil Departments relates to that of Iron and Steel Controllcr 
amounting to Rs. 114 lakhs. This amount is due for recovery from 
the Equalisation Fund of Iron and Steel Controllcr, Calcutta. The 
actual cost of production in Ordnance Factories as worked out by 
CDA (Fys) and accepted by the Steel Price Neg~tiation Committee 
is considered as Retention Price for the purpose of reinibursement 
from the above Fund. As the Committee is not functioning, sanc- 
tion of the Ministry of Steel, Mines and Heavy Eng. has to be 
accorded before the claims can be admitted, which is still awaited. 

A sum of Rs. 23 lakhs is due from Dandakaranya Development 
authority in respect of which necessary claims have been preferred. 
Payment is still awaited. 

, Rs. 6 lakhs are due from the National Project Construction Cor- 
poration. Necessary claims have already been preferred and pay- 
ment is awaited. 

' (fi) In regard to  dues f m  private parties, the bulk of the 
amount, vir., Rs. 41 lakhs is due from Messrs Tdco, representing 
mainly cost of Steam Road Roller cornponenb supplied to the firm 



The matter was under dispute and on the basis of an Tnter-depart. 
mental meeting, it has b s n  decided that the claim of the Ordnance 
Factories should be Anally settled on payment of R3. 32.10 lakhs by 
M/s. Telco. Necessary action is being taken to expedite recovery cf 
the amount 

7. Recovery of the outstanding amounts is being progressed 
actively and every effort is being made to realise the outstanding 
dues early. 

8. The Director of Audit, Dcfence Services, has seen 

R. J. REBELLO, 
Joint Secretary ( P l g .  & Coord.). 

5-12-1964 



Defcncc Scrviccs ( h t r a l  Civil Railways State Covem- Private Bodies Total 
Dcp;~rtnicnrs rncnfs (In lakhs of Rs.) 

more thi111 more than morc than more then more than more than - ---- - -.-- -- - 
I year 2 y u r s  I year 2 ycars I ycar 2 years I ycar 2 years I year 2 yean I year 2 @an 

-- 
TOTAL . 4.30 2.71 -- 

ORDNANCE F A ~ -  
TORIES . 0.75 1-17  -- 
G ~ P T ~ T A L  5-05 _?.St3 

8.93 



APPENDIX XVII 
(vide para 70 of Report) 

Svarcc~: -Further information desired by the Public Accounts Comc 
mittee, in  their sittings from 27th to 31st Octobet, 1964, i n  
regard to Para 16-CGDA's Certificate--Sub Para-12, 
Outstanding rents, of Appropiation Accounts (DS) 
1962-63. I 

The Public Accounts Committee desired further informaticn on 
She following points: - 

"A statement showing the break-up of the outstanding amounts 
as on 31st March, 1964 (a) for more than one year and 
(b) for mcre than two years may be furnished sepa- 
rately under the following categories: - 

( i )  Government Departments-Central. 
(ii) Government Depa r tmen t f i t a t e .  

(iii) Meses and Clubs. 
(jv) Offices. 
(v) Private Bodies." 

2. Thc r c q u i r d  information has been furnished in the enclosed 
.statements. 

3. 'OfEccs' mentioned in para l ( i v )  abcve appears to be a typo- 
graphical wror. Prcsurnably, information is desired in respect of 
'Officers' which infosrnatitm 1.13s i ) w n  furnished in the enclossd state- 
ment. 

4. The Public Accounts Cammittce desired the break-up of the 
outstanding arnounts on a c m u n t  ~f rent and allied ~ h a r g ? ~  as on 31st 
March. 1964. Th:? infosrnation contained in the enclosed sta:ements. 
however, indicates the position of outstandings as on 30th June, 
1964. 

5. DADS has s e e n  
L. S. LULLA, 
Joint Secretary. 







Abstract 
Vi ic  Pam 76 of Report 
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APPENDIX XIX 

(Vide paras 10 & 11 of Repcrt) 

MINISTRY OF DEFENCE 

Additional Information required by PAC. in their silting held on 
28th October, 196 t 

Para 4 ( v ) -En~ergency  Works Procedure. 

Under his letter No. 37110 2/03. dated the 2S:h December, 19S2, 
GOC, Dzlhi & Rajss:hm Aria.  a-ceptcri necessity and orclerxl p n -  
vision of air-cond:tioners in Military IIospital, DAhi Cnnt onn~cnt  
and 26 GH, Delhi Cantxmc!lt a t  an  approximate cast of I??. 1,72,.i60. 
This was only an ord.:r for th? cc~mmrncemcnt of work in antkipn- 
tion of issue of adrninis!raiive app:ovctl under pnr3 10 of t!ic Emcr- 
gency Works Procetiur~. T?le CWE has rcported t h y t  nc w; r!; was 
actually taken up frrr cx=cution under this 'go ahead' sanction. The 
administrative approval fnr th? air-conditicncrs was sul~scclucn!ly 
sanc'ioned in letter SP. 3700 4 '9/03 dated the 4th July 1964 by 
Headquarters, D&R Area. a: an estimated cost of Rs. fi.CS7 lakhs. 
The work included instajlation of air-conditioners in JCOs and O R s  
wards and installation of air-conditicncrs in I l ra t  Stroke Rooms and 
Cperation Theatres. This sanction was challenged in Audit cnd 
the project was, therefore. canceiled by Headquarters, DLR Area, 
vi& their letter No. 3700/4/9;03 d a t d  the 9th October, 1964 

(ii) A noto stating the outcome of the reconciliation cf the 
objections in two ca.ses of sanction of accammodatfan 
in excess cf rquirementa (involving Rs. 75.82 lakhs) 
may be furnished 

The two c ~ e r  referred to are the fol lowhg- 

(a) Bareflly-Accommodation for Ja t  RegtI. Centre (Cost 
Rs. 35,36,600) sanctioned under Army HQ letter Na 
A/27906/03W (East) dated 17th December, 1982, and 



(b) Fategarh-Accn. for Rajput RegtL Centre (Cost 
Rs. 45,02,200)-sanctioned vide Army HQ letter No. 
A/27886/03W(East) dated the 17th December, 1962' 

Ministry cf Finance (Defence) raised the following objections in 
respect of these two cases:- 

(a) Planning strength had not been vetted by the AG's Branch 
before the projects were sanctioned. 

(b) The authorised strengths were not correctly shown in tht 
sanctions issued. 

(c) The entire accommodation available at the two stations wiy 
not taken into consideration for working out the re- 
quirements of deficient accommodation 

The Army Headquarters have repcrted that the projects were 
planned on peak strengths and Minlstry of Finance (Defence) had 
concurrcd in th? adoption of peak strength for the purpose of plan- 
ning accommodation. Subsequently, however, owing to change in 
estzhlishmcnts due tc reduction in  manpowel' commibments, the 
vetted strcnbeh turned out to be less than the peak strength. Head- 
quarters Central Ccmmand were asked to restrict the projects to 
reduced strengths but this could not be done as financial commit- 
ments had already been made. Accommcdation constructed in ex- 
ccss of the requirements is being utilised to the maximum extent 
possible for raislng of Inf. Bns. a t  these stations, for which addi- 
tional acconunodation would have otherwise been constructed, and 
also by conversion of single into married accommodation 

The basis of planning the accommodation and the utilisation of 
surplus accommodation is being further examined in consultation 
with the Ministry of Finance (D~fcnce). 

(iii) A note containing the Ministry's comments cn the four 
cases of departure from appropriate scales (involving 
Rs. 95.18 lakhs) and the latest position of settlement of 
the objections may be furnished. 

The position in respect cf the 4 cases referred to is mentioned 
below: - 

(i) Siliguri-Accommodation for Supply Depot (Cost 
Rs. 23.74,000)--sancticncd vide HQ lctter No. 256531/61 
O3W (I) dated 31st January, 1963. 

In this case the Ministry of Finance(Defence) raised the o b j e  
tion that the area catered fm ccok houses for ofiicers was 4 'bays 
against 3 .bays authorised. 



Necessary instructions went iarued to HQ Eastern Command to 
restrict the work. 

(ii) Dehra Dun-Accommodation for 58 GTC (Cost 
Rs. 45,02300)-wctioned vide A m y  HQ 1o:ter No. 
A/28035 /O3W (East) dated 18Dlst January, 1963. 

The cbjection of the Ministry of Finance (Defence) was that 
Dhobi Stones have been provided in excess of authorised scale. 

HQ. Central Command were instructed to reduce the number of 
Dhobi Stones from 80 to 58 and DFA(W) informed. 

(iii) Meeru t-Augmentation of water supply at grass L a m  
road quarters area (near ASC Centre North) (Cost 
Rs. 1 ,?'O,OOO) -sanctioned vide HQ Mesu t Sub Area 
letter No. 143968/111/03W (i) dated 20th February, 1963. 

The Ministry of Finance (Defence) raised the objection that the 
authorised PA for a Chowkidar was 300 FS and not 345 FS. 

A propasal for provision of two rcomed tenements with a plinth 
area of 345 FS was accepted in principle in June, 1962 and draft 
Government orders were also concurred in by DFA (W). Their issue 
was he!d up on account of the Emergency. The matter was, how- 
wer, further considered and Government orders were issued on 26 
September, 1964 authorising the P.A. of 345 F.S. 

(iv) Faizabad-Addl. Accommodation for CMP Centre and 
School and Army School of MT (Cost Rs. 24 72,200)- 
sanctioned vuie HQ EC letter No. 256416/B/Q3W dated 
13 March, 1963. 

The Ministry of Finance(Defence)'s objection was that the num- 
ber cf latrines, baths and urinals'was in excess of authorised scales. 

HQ Central Command were instructed to restrict construction 
of latrines, baths and urinals to authorised wle.  

In all these 4 cases it may, however, be mentioned that the actual 
expsditure involved constituted only a very small fraction of the 
total estimated c a t .  



APPENDIX KX 
Summag of Main Conclusions/Recommendations 
------A 

S. NO. Pa- No. Mi li ;trytDep:t. Conclusions/Rec~mmcnd~tirns 
of Report concaned 

I a 3 4 

Defence While the Committee are glad to note the improvement in the 
percentage of overall savings in voted grants during the year under 
review (5.28 per cent), they note that the amount of the total sav- 
ing during the year was the highest (Rs. 28.13 crores) for the five 
year p e r i d  ending with 1962-63. The Committee feel that there is 
scope for further improvement in the standard of budgeting in order 
to minimise the gap between the estimates and actuals. They hope 
that the position will be kept under constant watch. 

The Committee regret to observe that the explanation given by 
the Defence Secretary before the Public Accounts Committee last 
year (1963-64) that surrenders were due to non-availability of 
fcreign exchange involved in most of the manufacturing projects, 
does not appear to be consistent with the position now explained to a 
the Committee. 

The Committee feel concerned to note that in spite of the dot- 
mcnt cf foreign exchange for these important schmes, the Minis- 
try have not been able to utilise the funds to the extent expected, 
resulting in short fall in planned targets. The Ministry have urged 
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that the surrenders were due to optimistic budgeting. The Commit 
tce find from the Ministry's note that the savings on these schemes 
were due to non-materialisation of supplies of stcres or non-imple- 
mentation of certain schemos. The Committee feel that in the light 
of the experience of the Ministry about the procurement of stores 
and ~mp~ementation cf various manufacturing schemes, it should bs 
possible to achieve better results. The Committee -are not happy 
over the Shortfall of expmditure in case of these important schemes 
which have a direct bearing on the country's defence efforts. 

(i) The information regarding the allctment of foreign exchange 
Dc fcncc against the demands of the Defence Ministry and its utilisation i3 

still awaited. In the absence of this information it is not possible 
for the Committee to come to any conclwion whether shortage of 
foreign exchange was one of the reasons for the slow progress of any 
of the prcjccts of the Dcfence Ministry, in the past. 

(ii) The Committee feel concerned to note that on one hand the 
Ministry of Defence have ;been requesting for more and more foreign 
exchange, and on the other they are not able to utilisr! even the re- 
duced allotments made to them as indicated by the large surrenders 
made by them. Also the Cornmitt* feel that the manner in which 
the foreign exchange has been utilised leaves much to be desired. 

The Committee feel concerned over the supplementary demand 
remaining unutilised especially as it was urgcntly required in the 
wake of the Emergency. 



DefenrxIPinance The Committee feel that money dmwn from Contingency E'und 
should not generally be in excess of what is required for immediate 
use in anlicipation of the vote of Parliament. They desire that 
necessary instructions may be issued by the ~ i n i s t r $  of Finance t o  
all the Ministries to follcw the correct procedure in this respect. 

Defence (i) The Committee are perturbed over the misappropriation of 
cement in such a large measure (1381 metric tons or 27629 bags) in all 
continuing over a period of more than a year (30th September, 1961 to 
20th November, 1962) without being detected. According to the repre- 
sentative of the Central Bureau of Investigation, it was possible that 
the misappropriation might have been started even before 30th Sep- 
tember, 1961. It is regrettable that there was no proper supervision by 
the higher officers over the accounts of cement maintained by two 
successive storekeepers, which facilitated misappropriation over a 3 
long period. What is worse, the physical stock verification carried 
out as late as on 27th September, 1962 i.e. only about 19 months be- 
fore the loss of the stock ledgers, did not disclose any shortage of 
cement. According to the Court of Inquiry and the Special Police 
Establishment this was due to stock ledgers themselves being tarn- 
pered with. This only leads to the conclusion that the stock verifica- 
tion was done in a perfunctory maliner. Judging from this case, the 
Committee are rather alarmed about the state of affairs in the Store 
Depots of M.E.S. It shows a complete failure of supervision by the 
supervisory officers, as otherwise these shortages would have come 
to notice during periodical physical verification of stores. The Com- 
mittee suggest that a serious view should be taken for laxity of super- - --...__ . _ _  - - - - -  - -  - --.*--- --- 
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vision in this case against those found responsible for it. They also 
note that instructions had been issued to the Chief Engineers to re- 
view their standing orders in order to ensure that these lay down 
the correct procedure of issue, recoupment and maintenance of stores 
and covered specific duties of individuals responsible for these. The 
Committee suggest that these matters should be kept under constant 
review, and the higher officers should keep a close watch over the 
maintenance of accounts. 

Defence! Home Affair; (ii) It is unfortunate that although the Special Police Establish- 
ment took 14 months to investigate this case, they could not establish 
whether such a large quantity of cement was actually received in the 
depot and thereafter got pilferred or it was diverted directly to the 
outside agencies and the accounts manipulated subsequently. The 
Committee are surprised that no criminal liability could be establish- 
ed although there was round the clock security arrangement in the 
Military depots and even though the offkial records had been tam- 
pered with. 

(iii) Another unsatisfactory feature of the case is that no action 
was taken to suspend the officials other than the storekeeper, who 
had been held responsible for the loss by the Court of Inquiry. The 
Committee had desired to be furnished with a note stating the reasons 
for this lapse. In a note furnished by the Ministry of Defence it 
has becn stated that the suspension of the other officers was not 
considcrcd necessary by the CWE/GE as they were posted to fa 



away stations and were not in a position to interfere in the investiga- 
tions. The Supervisor, Barrack Stores, Grade I was transferred el- 
where on 14-9-1962 and the store-keeper on 28-12-1962. The Com- 
mittee would also like to know the outcome of the disciplinary action 
initiated against the two store-keepers, the mazdoor, the peon and 
the supervisor of the Garrison Engineer's OfBce, as also the Barrack 
Stores Officer. 

Drfcnce ( i )  The Committee feel concerned over the manner in which over- 
payments amounting to Rs. 0.64 lakhs and 0.63 lakhs were made to 
the contractor on the basis of the certificates issued by the Garrison 
Engineer. The Committee suggest that in order to avoid recurrence 
of such cases the feasibility of augmenting the existing provisions 
of check by Internal Audit of on-account payments made by the Gar- 
rison Engineer may be examined. The Committee would like to 8 
know the outcome of the criminal proceedings against the contractor, 
the Garrison Engineer and five other officials. 

(ii) Another aspect of the case which worries the Committee is that 
against a sum of Rs. 2'04 lakhs due from the contractor, his security 
deposit with the department amounts to only Rs. 23.100. According 
to the witness, the contractor "has declared himself as insolvent". 
The Committee are unable to understand why action was not initiat- 
ed early to recover the amount due from the contractor. The Defence 
Secretary agreed during evidence that action to recover this amount 
could have been taken before the flnalisation of the criminal investi- 
gation for which all the relevant documents were still with the Spe- 
cial Police Establishment. He promised to obtain the relevant docu- - - - --. - - - - - ----. - - - --- - - ---- -- -- 
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ments from the Special Police Establishment and take action in the 
matter. The Committee would like to be informed about the outcome 
of the action taken to recover the amount from the contractor. The 
Committee had desired to be furnished with a note stating the basis 
for obtaining security deposits from the contractor, which is at Ap- 
pendix 111. The Committee suggest that gaining experience from this 
case the Ministry should examine whether there is a need for enhanc- 
ing the recovery of security deposits from the contractors. 

Dcfcncc While the Committee appreciate the Ministry's point of view that 
changes in the requirements of accommodations might have taken 
place after the necessity for the projects was accepted, they feel con- ,., 
cerned over the delay in according administrative approval to such 
works. In the case of the 20 works referred to in the Audit para, 
more than a year has already elapsed since their sanction. The Com- 
mittee hope that necessary administrative approval will be issued 
soon in these cases. 

The Committee desire that the objection should be settled early 
and a report submitted to them. 

While the Committee appreciate that in the situation prevailing 
during the emergency, the officers are anxious that there should not 
be delay in the completion of urgent projects, they desire that the om- 
cers should not exceed the enhanced powers delegated to them under 
the emergency procedure. The Committee note that instructions 
have been issued by Army Headquarters to lower formations to guard 



Do. 

against recurrence of such defects viz. splitting of projects, sanction- 
ing of unau thorised accommodation or accommodation in excess of 
requirements and departure from appropriate scales and specifica- 
tions. The Committee were also assured that the cases under objec- 
tion by Internal Audit would be examined by the Ministry and suit. 
able action taken in each case. They hope that further remedial mea= 
sures, if any, necessitated as a result of this examination will be taken 
by the Ministry. 

The Committee find no justification for the failure of the Garrison 
Engineer concerned not to negotiate rates for the extra digging work 
when it was rcaliscd that the work was exceeding the quantity men- 
tioned in the  contract. It is regrettable that the Garrison Engineer 
also exceeded his powers in allowing more than 50 per cent deviation a 
in the work without obtaining the sanction of the higher authorities. 
The Committee were informed during evidence that instructions were 
being issued that where estimates were likely to be exceeded for 
some reason, the work should not be stopped but the rates should be 
negotiated immediately and necessary sanction obtained. The Com- 
mittee would like to be furnished with a copy of these instructions. 
The Committee also hope that such cases will not recur. 

13 Do. The Committee regret to note that due to lack of co-ordination 
between the. Engineer-in-Chief and the Command authorities about 
the type of road-rollers being released for the work avoidable expen- 
diture of Rs, 1.16 lakhs was incurred on the procurement of 1884 ------ - -.. -- - ---- - . - - - -  - - - - --*-- 
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t onne~  of steam coal. The Committee would like to know the a c i -  
plinary action taken against the officers concerned, 

13 14 Defence (i)  In this case, even though the lowest tender received in the Arst 
contract a few days earlier had disclosed considerably lower rates for 
rock-cutting work, the lowest tender in the second contract stipulat- 
ing higher rates (more than three times those given in the lowest 
tender of the first contract) was accepted by the engineer concerned 
without making any effort to get the rates reduced. The proper 
course was to negotiate with the successful tenderer of the first con- 
tract to undertake the second contract also. Alternatively the lowest 
tenderer in the second case should have been impressed upon to bring 
down his rates. It is regrettable that the engineer concerned failed 
to take these normal precautions. The Committee subscribe to the 
view of the C.T.E. that no proper scrutiny of the tender in the second 
case was carried out before acceptance and there was no justification 
for the acceptance of the higher rates. In spite of the fact that the 
contractor in the case of contract 'B' had quoted very high rates, the 
officers concerned were not put on their guard in scrutinising the 
tender, but they awarded the contract more or less mechanically. As 
a result Government have suffered a heavy loss. 

(ii) The Committee feel concerned to note that in spite of the 
observations of the Chief Technical Examiner no action was taken by 
the Army Heaquarters against the engineer concerned for this failure, 



till the matter came before the Ministry of Defence who ordered the 
explanation of the officer to be called for. The Committee desire 
that more serious attention should be paid by the authorities con- 
cerned to the observation of an expert organisation like the C.T.E. 

(iii) The Committee would like to know the action taken against 
the officer concerned as a result of his explanation called for recently. 

(i) The Committee feel concerned over the delay in completion of 
the scheme for improvement of the water supply at the station, which 
was sanctioned about 10 years back. While the subsidiary works 
were completed in June, 1964, the deepening of the bed of the catch- 
ment area is still to be completed. The objective of the scheme to  
increase the water supply by 1.75,000 gallons per day has not yet been 
achieved. In the opinion of the Committee the delay is due to lack 
of planning and forethought on the part of the engineers. According 
t o  the Engineer-in-Chief's own admission, so far as the dam was con- 
cerned, they had given a hasty estimate. It  is regrettable that the 
feasibility of raising the height of the dam was not fully investigated 
before sanctioning the scheme in 1954, with the result that the work 
had to be suspended in December, 1956 and the project estimates re- 
vised from 5.81 lakhs to 14'11 lakhs in April, 1959 (later increased to 
17.40 lakhs in January, 1962). 

(ii) Another disquieting feature of the project is that the workman- 
 hip of the masonary reservoirs was not up  to the standard (as con- 
firmed by the Board of ofilcers), as a result of which there developed 
leaks. This indicates that there was lack of supervision over the 

. -. . - - . - - I - _ - _ _ __ ___ _ 



work done by the contractor. The Committee would like to know 
the action taken against the officers concerned for laxity in super- 
vision. They would also like to know the action taken to recover the 
extra expenditure incurred on repairs from the contractor who ini- 
tially did sub-standard work. 

(iii) It is regrettable that even in a project under the Army, a small 
project like this has taken a decade and still not completed though 
the necessary funds, materials and equipment were available. This 
shows that the system of both planning and execution is defective 
and needs examination with a view to eliminating delays and bad 
planning. 

The Committee regret to note that due to defective wording in 
5 

the contract an extra expenditure of Rs. 36,000 had to be incurred in 
this case. They suggest that instructions be issued to the effect that 
utmost care is taken in wording the description of the work in the 
contract so that it is not capable of being given different interpreta- 
tions. 

-Do- The Committee are not happy over the delay that has occurred 
in commissioning the five tube-wells with the result that there was 
continuous short-fall in the production of green fodder in the farm 
and extra fodder had to be purchased locally at high cost. It is not 
clear whether before sanctioning the installation of the tube-wells 
any firm commitment for supply of adequate power was received 



from the State Government. If not, action should have been simul- 
taneously initiated to procure diesel pumping sets. 

The Committee would like to be informed whether all the seven 
tube-wells are now giving satisfactory service. 

-Do- The Committee feel concerned over the inordinate delay in com- 
ing to a final decision about the disposal of a large number of tanks 
(131 out of 472 tanks) constructed during the last war, resulting in 
heavy expenditure on watch and ward. The Committee are alarmed 
at the magnitude of the expenditure judging from the two instances 
given in the Audit para. Three tanks at Sanatnagar and 11 tanks 
at Asafnagar taken back from other parties in 1951 and 1954 respec- 
tively have been lying unused for 10 to 13 years, and an expendi- - 
ture of about Rs. 40,000 had been incurred on watch and ward upto a 
31st March, 1963 with recurring annual expenditure of Rs. 3,840 (the 
total cost of the tanks is Rs. 95,650). The Committee had desired to 
be furnished with a note stating the expenditure incurred on main- 
tenance, watch and ward etc. in respect of all the 472 tanks the latest 
position of the disposal and the manner of disposal. The informa- 
tion has been furnished (Appendix IV). The Committee note that , 
131 tanks have now been finally decided as surplus to Defence re- 
quirements and were being disposed of. The other tanks had either 
been utilised or disposed of. 1 

The Committee desire that the disposal of the unwanted tanks 
should be made early so that expenditure on watch and ward etc. 

, . .-"-. could be avoided. 
- - - . . _ _ -__ _ _- . ___-I ____--- *- 
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r8 I9 Defence The unsatisfactory financial working of the Military Farms had 
been engaging the attention of the Committee since 1958-59. The 
Committee regret to find that the two fundamental problems uiz. 
( i )  high cost of production of milk and (ii) unrealistic pricing of 
milk issues, have not yet been tackled. 

The cost of production of Rs. 1.68 per litre during the year 1962- 
63 was more than twice the average market rate of Rs. 0.76 per litre. 
The free issues of milk which constitute 92.4 per cent of total issues 
were priced at the average rate of Rs. 0.86 per litre for standard 
milk against the average purchase rate of Rs. 0.70 per litre for whole 
milk and the average payment issue rate of Rs. 0.75 per litre. The 5 
Committee feel that pricing the free issues of milk at a rate higher 
than the average purchase rate or the average payment issue rate 
is a device merely to camouflage the losses, and as such, it does not 
reflect correctly the working of Military Farms. 

Two Expert Committees have gone into the detailed working 
and accounting system of the Military Farms. The Remounts, V+ 
rinary and Farms Reorganisation Committee which went into the 
various aspects of the working of the Military Farms made certain 
recommendations in May, 1959 to reduce the cost of production. 
These recommendations, though accepted by Government, have not 
yet been fully implemented. (Out of 128 recommendations made 
by this Committee, 100 were stated to have been implemented, but 



some of the major recommendations were stiii under consideration). 
The Committee regret that the recommendations made in 1959 have 
not yet been fully implemented, and that some of the major recom- 
mendations still await complete examination. Another Expert Com- 
mittee which went into the accounting system of the Military Farms 
submitted its report in November, 1962, but its recommendations 
have also not yet been implemented. Here again this undue delay 
in implementing these recommendations is regrettable. 

The Committee desire that the implementation of the recom- 
mendation of the R.V.F. Re-organisation Committee and the Expert 
Accounting Committee which has already been considerably delay- 
ed should be expedited and the system of accounting of the Military 
Farms should be put on a scientific basis. The Committee also sug- 
gest that the working of Military Farms should be kept under cons- 
tant review so as to reduce the cost of production of milk and to 
make the farms viable units. 

In para 9 of their Seventeenth Report (Third Lok Sabha) the Com- 
mittee had suggested that the feasibility of entrusting the supply uf 
milk requirements of Units and formations to Civil Organisations 
might be examined in consultation with the Ministries of Finance 
and Food and Agriculture. They would like to know the outcome 
of this examination. 

-Do- The Committee regret to point out the following unsatisfactory 
features of this case: -- 

(i) There was a failure on the part of the Camp Commandant 
to report till November, 1962 about the unauthorised 
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occupation of the Government buildings comprising an 
area of 3280 sq. ft. from January, 1951 onwards. 

(ii) There was a failure to appoint a survey board before the 
expiry of the lease agreement on 31st December, 1953 
to assess the compensation payable to the contractor for 
the improvements effected by him in the cinema hall 
and also failure to terminate the lease agreement on 
that date. This resulted in the contractor obtaining 
an injunction from the Court in May, 1955 restraining 
Government from evicting him till the dispute was 
settled in arbitration. 

(iii) There has been inordinate delay in concluding the arbi- 
tration proceedings. The arbitrator appointed in March, 
1956 could not complete the arbitration proceedings be- 
fore his retirement in 1959. After his retirement, no 

effective steps were taken to settle the dispute. The re- 
sult is that the court injunction issued against Govern- ' 

ment in May, 1955 is not yet vacated even after about 
10 years. 

(iv) Under the advice of the Ministry of Law, no rent has been 
accepted from the Contractor since 31st October, 1957. 
According to Audit, the rent accumulated for recovery 

-a 



Defence 

is Rs. 2.5 lakhs. The Committee feel that the questioli 
whether under these circumstances the rent could be 
accepted under protest without prejudice to the legal 
position should have been specifically examined. 

The Committee desire that the matter should be fully investigated 
with a view to fixing responsibility of the officers concerned for the 
various lapses. 

The Committee are unhappy about the inordinate delay in the 
finalisation of both these cases relating to the Stadium and Race 
Course Cinemas. They desire that vigorous efforts should be made 
to finalise them. The Committee would like to be informed about the 
progress of these cases. L 

While the Committee appreciate that there are difficulties in corn- 
ing to a decision regarding disposal/utilisation of buildings lying 
unused due to changes in requirements of the Army arising from 
time to time and each case had to be examined fully, they feel that 
such examination should not take several years. In case there is no 
reasonable chance of the properties being required in a f o r a b l e  
future, action should be taken to dispose them of, as the delay only 
results in heavy expenditure on watch and ward and deterioration 
of buildings. The Committee hope that as a result of the instruc- 
tions issued by the Ministry and the proposed delegation of powers 
to the lower authorities to dispose of surplus buildings, undue delay 
in their disposal will not occur. - .--- - - - - - - --- - . ---- ---- 
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aa 23 Defence The Committee find little justification for retention of the build- 

ing after September, 1963 when the decision regarding the location 
of troops had been finalised. They feel that the expenditure on ren€ 
(Rs. 1,500 per month) and on watch and ward after September, 1963 
was avoidable. 

-Do- The Committee hope that gaining experience from this case, 
necessary action will be taken by the supply depots to maintain 
better co-ordination with the consignor farms in regulating supplies 
of hay to the depots. The supply depots should also take necessary 
action to provide adequate storage accommodation for hay to pre- 
vent i& deterioration during monsoon. 9 

--I>;,- The Committee are surprised to find how vacilating and dilatory 
the Ministry had been in deciding about the utilisation/disposal of 
these-chassis. 132 Sucoe chassis had been found unsuitable for signal 
specialised role as early as 1952 and had been recommended for use 
in G.S. role. But the question of their unsuitability for the other 
role also and their disposal could not be finalised till 1963. The 
Public Accounts. Committee (1959-60) were distressed at such delays 
as happened in this case and had expressed the opinion that only 
expeditious action in such matters would be in the best interest of 
Government. It  is regrettable that even after the observations of 
the Committee, the question of utilisation/disposal of these 132 
chassis was not finalised expeditiously. The Committee hope that 



such cases will not recur, and that these chassis would now be dis- 
posed of without further delay. The Committee would further like 
to reiterate that prompt action in such cases would be in the best 
public interest. 

-Do-- The Committee am surprised to note from the statement furnish- 
ed that in one case the circumstances in which air-lift was alloweci 
are 'not known' and in another case a complete detail of airlifts, 
etc., is neither available with Army authorities nor with the Air 
Force authorities. These instances indicate that airlifts are being 
allowed without proper scrutiny and without maintaining proper 
records, which is objectionable. While the Committee appreciate 
the need for providing airlifts for mercy missions or in emergent 
cases, they desire that the Ministry should carefully examine and 5 
issue suitable instructions so that airlifts are allowed only in suit- 
able cases within the framework of rules and not in violation there- 
of. 8 

The Committee note that 21 cases of airlifts still remain to be 
regularised. The Committee also feel concerned about the delay in 
regularisation of the outstanding cases of airlifts not covered by 
sanction of Government. They hope that suitable steps would be 
taken by the Ministry to minimise such delays. 

26 27 -DO- This case brings out avoidable purchase of imported stores (ato- 
misers, shrouds and sleeves) of modified pattern at  a cost of Rs. 6-92 
lakhs, which led to unnecessary over-stocking, not expected to be 

.) --- - ..- -..--- - - -  -" - -  - -- . --- - - -- --- 
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needed for some years. The Committee are unhappy to note the ex- 
planation of the Defence Secretary that this mistake occurred due 
to the lack of technical knowledge on the part of the provisioning 
authorities. In view of the fact that Air Force provisioning authori- 
ties had insufficient technical knowledge about the equipment, the 
question of inter-changeability of the parts of the new and old 
models should have been made clear with the manufacturers before 
placing an order for the modified parts in August, 1960. It  is also 
not clear why this question was not settled even after receipt of 
supplies against the order of August, 1960 and before placing further 
orders for the new models in January and February, 1962. As there 
is an overall scarcity of foreign exchange, such a mistake resulting 
in over-provisioning of stores becomes serious. The Committee hope 
that adequate steps will be taken by the Air Force Authorities to 
amid such mistakes in future. The Committee also hope that suit- ' 

able measures would be' taken to overcome the drawback of "in- 
sufficient technioal knowledge" in such important matters. 

The Committee regret to point out that this is another case of 
over-provisioning involving avoidable purchase of 12 numbers of 
the item of ground equipment a t  a cost of Rs. 74,000. The Com- 
mittee note that, though in August 1961 the scale of the item wi~o 
drastically curtailed, a further demand was placed for the same item 
in Nowmber, 1961. The Committee were informed that due to the 
increased operations of the aircraft during the Emergency, the 



Defence 

atores were no longer sufplus. The Committee hope that suah casetl 
of maintenance of duplicate cards for the same item which resulted 
in over-provisioning would not recur. They also suggest that during 
periodical physical verifications of stores, an attempt should be made 
to detect duplicate cards opened for the same item of equipment. 

The Committee feel concerned over the gross over-provisioning 
of spares which were ordered in this case on the basis of the manu- 
facturer's recommendation. Out of 8 items valuing Rs. 2.42 lakhs, 
the entire stock of 7 items valuing Rs. 1.22 lakhs, has been lying un- 
utilised evler since the purchase, and the remaining one item has 
been utilised in a very small number. The Committee feel that on 
the basis of past experience the Ministry should have taken morp 
precaution while ordering spares at the manufacturer's recommen- 
dation The Committee suggest that the feasibility of including a 5 

in such contracts that surplus spares would be returned 
to the manufacturers at their cost, might be examined. 

The Committee also desire that the Ministry should t a k  steps 
to review the position of spares and ensure that the hold up in the 
execution of repairs of the flame tubes is reduced to the minimum. 

The Committee feel that since instances of over-provisioning of 
stores are the annual feature of this Ministry, a positive and &be- 
tive action should be taken by the Ministry to stop this. 

29 30 -Do- The Committee take a serious view of a long time taken (about 
15 years) to Analise the disposal of the assets. The delay &I d i p  
a1 not only resulted in deterioration of the assets but also involwd 

-.- -.-- 
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a heavy expenditure on watch and ward. The Committee suggest 
that a suitable departmental probe may be made to fmd out causes 
of delay at different stages with a view to avoid them in future and 
also to fix responsibility for losses resulting from deterioration of 
assets over a long period. 

Defence The Committee regret to observe lack of proper planning and 
forethought in the purchase and installation of the crash barriers. 
Although in the case of the first crash barrier purchased in 1958, 
diflicultv regarding the unsuitability of the runway was experienc- 
ed, no 'stqps were taken to remove similar difficulties before or 
immediately after ordering 8 more crash barriers. Had necessary 
action been taken in time, the crash barriers would have been uti- 
lised immediately after their arrival. The Committee would like 
to know the action taken against the officers responsible for bad 
planning and delay in this case. 

The Committee hope that the remaining three crash barriers 
which have yet to be installed would be brought into use early. 

This is yet another case of bad planning. The equipment cost- 
ing Rs. 3.78 lakhs received in May, 1959 has not pet been installed. 
At the time of ordering the equipment, it should have been known 
that an air-conditioned building would be required for its installa- 
tion and necessary action initiated in that direction. It is also re- 



pettable to note that the proceedings to acquim land for the build- 
ing were started only in 1962 i.e: 3 years after the arrival of the 
equipment . --Do- 

The Committee feel concerned to learn that there are similar 
cases in other Services also where buildings etc. required for instal- 
lation of various equipment were not completely the time of 
thcir arrival. They would like to know the methods devised by the 
Ministry to prevent recurrence of such cases. 

-D- The Committee are not happy over the delay that occurred in 
the present case in establishing electropolishing facilities for want 
of a suitable rectifier. which resulted in heavy accumulation of tur- 
bine blades requiring elcctrnnolishing. In addition to the large 
number of blades requiring electmpolishini (4000 in January 1964) 
affecting working of the Air Force. the de!ap in starting the pro- 5 
jcct also resulted in an extra expenditure of £1600 (Rs. 21,333) in 
th- shape of payment of technical liaison fee to the foreign colla- 
borators. While the Committee appreciate the anxiety of the Tech- 
nical committee to procure the rectifier indigenously, they regret 
that no serious efforts were made to obtain it. The Committee are 
surprised that evien the correct specificatinns of the rectifier were not 
obtained from the manufacturers at  the time of entering into an 
agrcemcnt in  1958, Again after obtaining the specifications in 1959, 
the D.G.S.&D. was not approached to procure the rectifier indigen- 
ously. Thc fact that the rectifier was subsequently available indi- 
genously indicated that there was fajlur- previously to find out one 
i n  the country. The Committee feel that the WFncY of the Pro- 
ject was not felt because of the large stock of new blades being --- . - - .- -- --- - . - -- __ -- -. -- -- 
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wailable for redacing those needing electro polishing. The Coxn- 
mittee hope that such delays would be scrupulously avoided in 
future. 

Defence T h e  Committee regret to note that the saving in manpower ex- 
pected as a result of installation of automatic accounting machines 
has not been achieved. It is surprising that the output of the Air 
~ b r c e  Operators is less than 505% that of the firms' operatbrs. It is 
not known whether less output of the Air Force operators is due to 
their inexperience in operating these machines. If so, the Air Force 
operators should be intensively trained in operating these machines 
so that the anticipated saving in manpower is achieved at an early 
date. g 

-Do - The Committee view with concern the action of the &r Force 
authorities to levy entrance fee for the static exhibition without . 
prior approval of Government and to transfer the excess receipts of 
gate money (Rs. 46,706) to private funds (Air Force Benevolent 
Association and Unit Welfare Funds). The Committee hope that 
such cases will not recur. 

The Committee feel concerned over the delay in finalisation bf 
the provisional payments made to the H.A.L. for purchak of air- 
craft, supply of spares and services rendered. The outstanding of 
Rs. 142.40 lakhs as on 31-12-1963 included an amount of Rs. 117-30 
lakhs relating to the projects completed by June, 1961. As desired 



by the Committee a note stating the latest position of the adjust- 
ment of this amount has been furnished (Appendix X). 

The Committee desire that the Ministry should find out the real 
bottlenecks in the finalisation of the pavments after completion of 
the jobs and take special steps to ensure that the timelag in this 
regard is minimised. 

-Do- The Committee regret to note that an amount of Rs. 28.29 lakhs 
out of the total advance of Rs. 77.15 lakhs is still to be adjusted 
after more than five vears. They hope that ~ f fo r t s  would be made 
to expedite the adjustment of the outstandinq amount. 

( i )  Article 6 of the contract with the firm provides:- 

"If some modifications could be ca r~ i rd  nut in order to improve 
thr stores to be supplied as ncr Annrndis TI. thc seller will advise 
the buyer accordinqlv and if thrsc mrvliricatinns involve financial 
effect the buyer shall notify his decision to the seller within one 
month after he has hcen advised by the seller." 

Thc Committee are rcallv surprised tha4 desvite this provision 
in thc contract the firm did neither supply n m F  flame tubes for 18 
months (from Junc 1957 upto January 1959) nor did they notify the 
buyer about thp modification made therein involving financial im- 
plications (higher cost of Mk W) during this long period. (The 
firm advised about this only in January 1959 i.e. 18 months after 
the conclusion of the agreement). 

--. .- ----.-- - ----- 



The Defence Secretary urged that in the case of purchase of such 
proprietary items, the Ministry had no option even if the manufac- 
turers charged ten times the price. Upto a certain extent, the Min- 
istry were at their mercy. He, however, added that all the firms 
were not unreasonable. But if a firm took a firm line, the Ministry 
had either to scrap the aircraft or improvise some alternatives which 
were extremely difficult to effect, because the safety of the aircraft 
was also involved. 

The Committee do not consider this a happy state of affairs 
under which the Defence Ministry have no alternative but to accept 
the terms laid down by the f h n s  however unreasonable these might 
sometimes be. The Committee desire that the Ministry should take 
a serious note of this aspect and take necessary measures to remedy 
such a situation. They feel that in the matter of procurement of 
Defence stores the Ministry should not be at the mercy of the manu- 
facturers. 

(ii) The Committee find it difficult to appreciate the vacillating atti- 
tude adopted by the Air Headquarters in regard to Mark IV dame 
tubes in first refusing to accept these tubes, then deciding to accept 
875 numbers and to return the balance 558 numbers and eventually 
accepting the entire lot of 1433 which was despatched by the fbm 
without prior concurrence. 



Defence 

-Do- 

(iii) The Committee find that one of the considerations which 
weighed with the Ministry for the purchaseof Mk IV flame tubes 
(costing Rs. 1734 each) in lieu of Mk 111 flame tubes (costing Rs. 1,119 
each) was the claim of the firm about the technical superiority of Mk 
IV tubes. The average life of Mk 1V tube (i.e. sum total of first and 
second lives) was claimed to be 507;: more than the average life of 
flame tube Mk 111. The first life of Mk 1V tube has proved to be 
35% higher. Its second life has not yet been tested. The Commit- 
tee desire that the Ministry should watch the second life of the tube 
in order to verify whether the claim of the firm about 50% higher 
average life of Mk IV tube over Mk I11 tube is substantiated in 
actual use. The Committee would like to be informed about the 
outcome of these tests. 

The Committee would like to know the action taken to fix res- 
ponsibility of the supervisory staff for their contributory negligence 
which facilitated the offence. 

(i) The Committee are for from happy at the delay in establishing 
workshop facilities for reconditioning of fuzes. They feel that ins- 
pite of the urgency of this project due attention was not paid to it 
and the work was carried on in a most leisurely fashlon. In March, 
1958 this work was proposed to be started urgently to meet the war 
reserve requirement of fuzes. The procurement of components tools 
etc. for which sanction was accorded in April, 1958 took five years 
to materialise. (According to the information given to the Study 
Group during their tour some of the parts are yet to be received). 
An airconditioned building, the necessity for which was known in 

. - 
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1958 was sanctioned only in July, 1961 and it was completed in Dec- 
ember, 1964. The Committee feel that with better planning of air- 
conditioning facilities and doser liaison wth manufacturers for sup 
ply of components, tools etc., the delay in starting the work could 
have been substantiallv reduced. The net result was that the urge@ 
requirements of 1958 had not yet been fulfilled. The Committee 
suggest that important projects like the one mentioned in this para 
pertaining to operational requirements should be given top priority 
and delays at different stages should be scrupulousJly avoided. 

(ii) Thc Committee also feel tha t  the present repair output of fuzes 
i . ~ .  50 per day is not adequate to meet the urgent requirements of 
the Navy for these fuzes, as it wmld take about 5 years to repair the 
lot (71,500 fuzes). The repair work has already been delayed by 
more than 6 years. The Committee therefore suggest that imme- 
diate steps should be taken to augment the capacity adequately. 
For this purpose the possibility of carrying this work in dabora- 
tion with the Gun and Shell Factory at Cassipore (or any other 
ordnance factors) should be carefully examined. 

(iii) The Committee would also like to know the outcome of the 
trial conversion being carried on 100 fuzes from Army stock in col- 
laboration with the private firm. 

Defence The Committee regret to  note the delay in installation of these 
costly machines which resulted in delaying the training programme 



They regret to note that even though the order for machines was 
placed in 1956. no action was taken till the middle of 1961 for design- 
ing the foundations for installation of these machines. There a p  
pears to have been no coordination in ordering the machinery and 
its installation. The Committee also feel that the Military Engineers 
Service who were entrusted with the designing of the foundation, in 
June 1961 hij\?e taken unduly long time in finalising the lay out. 
Thry would like to know about thc progress made in the installa- 
tion of the machines and their utilisation. -- 

(ii) The Committee note that the Admiralty has agreed that the 
starting equipment formed part of the original order placed for the 
complete engine with connected equi~ment.  The Committee, there- - 
fore. feel that price charged for the complete engine (Rs. 7-39 $ 
Iakhs) should also include the price of the starting equipment. They 
.;urgest that this question should he taken u p  with the Admiralty. 

-Do- The Committee regret to observe that this case is indicative of 
lack of proper planning and coordination. Before ordering the 
cquipmcnt for clectricnl trainilw. the desirability of introduction of 
electrical training facilities in this college should have been fully 
ronsid~rcd, and thc facilities already available in the other training 
establishment should have been kept in view. The Committee re- 
gret that this was not donc m d  it resulted in avoidable duplication. 
It  is also regrettable that after the completion of the flrst training 
coursc, the Naval Headquarters took two years in deciding about the 
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location of the electrica'l training facilities. The Committee are 
also not happy about the long time taken to start the connected civil 
works for the remaining equipment costing Rs. 0.30 lakhs received 
during 1957-59. The Committee hope that such delays would be 
avoided in future. 

Defence The Committee regret to note that this is yet another case of lack 
of planning. The equipment received during the years 1956 to 1960 
had not yet been installed, with the result that the utilisation of 
equipment for training purpose had been inordinately delayed. It 
is also astonishing to note that the guarantee period of one year had 
long since expired even before the equipment had been unpacked. 
In the opinion of the Committee it is no consolation to be assured 
that the equipment is not likely to deteriorate. It  is regrettable to 
note that if the equipment does not work satisfactorily after installa- 
tion, the Ministry will have already forfeited the valuable right to 
;make the guarantee. 

The representative of the Ministry of Defence admitted during 
evidence that considering the importance of the training scheme, it 
was a mistake to postpone the construction of the connected build- 
ing from phase 111 to phase IV of construction programme a t  the 
station. The equipment was received in 1 9 5 L 6 0 ,  the sanction for 
the construction of building was accorded in June, 1961, and the 
tenders were called in June, 1962. The Committee view with co* 
cern these delays at  different stages. The Committee also obGrve 



that there was avoidable delay in according sanction for the constW- 
tion of the building and also in calling for the tenders for the same. 
The Committee note that instructions have been issued in February, 
1964, that connected civil works in respect of important and valuable 
equipment ordered from abroad should be planned well in advance 
so that the buildings were almost ready by the time the equipment 
was expected to arrive. They hope that there will be proper plan- 
ning in future of civil works for installation of important and valu- 
able equipment. 

--do- While the Committee note the Ministry's action not to cancel the 
orders because of its expected utilisation in other ships and fear of 
financial repurcussions, they regret to find that the equipment could 
not be put to use for 7 to 9 years. They would like to know about 
the installation of the remaining 6 sets. 5 

-do- The Committee are not satisfied with the delay that has occurred 
in this case in finalising the terms with the private oil company and 
making recoveries from the firm according to the revised agreement. 
Pending the final settlement, at least provisional payment according 
to the revised rates could have been obtained from the firm. The 
Committee hope that such inordinate delays would be avoided in 
future. 

45 46 -do- ( i )  The Committee are unhappy over the inordinate delay of over 5 
years in the utilisation of the hospital building which was completed 
in  May 1958. It  is surprising that at the time of approval of the 
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construction of the building, the question of entitlement of the indus- 
trial staff to the medical facilities, for whom the hospital had been 
planned. was not properly examined. The Committee suggest that 
the circumstances in whirh this important lapse took place in the 
initial stages might bc investigated and suitable action taken against 
persons found responsihl~. 

--?.I 

The Committee are also not satisfied over a period of three years 
being taken in deciding the question of entitYement of industrial 
workers to the medical faciliti~s in the hospital and a further delay 
of three years in rccruitrnent of staff etc. 

(ii) The Committee suggest that t h r  hospital facilities should be ex- iii 
tended tn thc non-industrial workcrs also (including their families) 
who have been allotted 43 pPr rent of the quarters in the Pawai 
colony. I f  necessary, a suitable contribution. as in the case of the 
Central Government Health Scheme may be r-alised from the non- 
industrial workers, for. cxtending thr hnspital facilities to them. 

Defence The Committeq suggcst that for p m y r  and effective functioning 
of the Hospital an amhulawe rar rnav be made available to  the 
Pawai hospital whirh is sit~ia!cd far away from Bombay city. 

-Do-- The Committee siiq.~est that the feasibility of providing a suitable 
train stoppage near the colony may be examined in consultatiou 
with the Ministry of Railways. 



49 -DO - - The Committee afe not satisfied over the delay of more thad 
three years in  sanctioning airconditioning for the building, in the 
absence of which the building (completed in January, 1963) still 
remains to be utilised. The Committee have in the past emphashd 
proper planning of works so that the connected services can be com- 
pleted simultaneously with the buildings. Tlwy desire that the 
hlin~stry should be more careful in planning such works in future. 

50 -D.) - The Committee regret to observe that though the reconstruction . 
o f  an open furnace was sanctioned in December, 1951, mainly due to 
double the  production and the bulk of the sanctioned amount has 
bcen spent (Rs. 25.59 lakhs out of Rs. 30.70 lakhs) yet the produc- 
tion has not been achieved even after 13 years. T~l i s  case indicates 
d:,lay and la& of planning at every stage in the execution of the 
scheme. The reconstruction of a basic furnace sanctioned in Decem- 
ber, 1951 a t  an estimated cost of Rs. 1520 lakhs was revised in 1959 f 
LO Rs. 30-70 lakhs (including Rs. 2.35 lakhs for a gas This 
mdicates how costly the delays proved to be. The basic furnace 
was completed in January, 1961, but a gas plant without which the 
furnace could not be run simultaneously with the existing furnam 
was not procured, although a provision of Rs. 2.35 lakhs for it had 
been made in 1959. A gas plant expected to be released by another 
factory has not yet become available. This has resulted in the steel 
produ&on target of 28,000 metric tomes per annum not being 
achieved. The Committee cannot approve the decision to delay the 
entire scheme of producing additional 16,OW tons of steel for a 
small item costing Rs. 2.35 lakhs for which a provision was also 
made in the revised scheme. This is a typical illustration of the 
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proverb "Pennywise pound foolish". The Committee are not at all 
impressed by the argument that the increased steel melting capacity 
would he required only after achieving the increased rolling capacity. 
There is an ever increasing demand for steel in the country and 
hence it was idle to suggest that the additional capacity would be 
required only after the rolling capacity was increased. Besides it 
was also stated that t he  additional steel if produced could be rolled 
elsewhere. If so, the delay in installation of the gas plant for work- 
ing the two furnaces simultaneouslv becomes all the more serious. 

Tho Committee also feel that there has been inordinate delay in 
completion of the scheme for increasing thc rolling capacity of the 8 
factory which was sanctioned in 1958. The augmentation of the roll- 
ing caparity should h a w  bren completed simultaneously with the 
camp!-tion of the basic furnace. 

The Committee are unhappv to find delays and lack of planning 
at all stages in this case and hope that action would bs taken to 
avoid them in  future. The Committee feel that, such lack of plan- 
ning and coordination and consequent delavs can easily frustrate the 
very objective of these schemes. 

Defence In the absence of any firm commitment made by the Central 
Water and Power Commission in 1957 to undertake this work, it 



Do. 

surprising why they were approached again in 1958 and 1960. This 
is yet another example 6f how avoidable delays have increased the 
cost The Committee cannot appreciate the points urged in justifl- 
cation of this delay and feel that this was all avoidable. Particularly 
the Committee find no justificatioq for not communicating the 
acceptance of the lower quotation (Rs. 1.62.384) till June, 1962 after 
the Central Water and Power Commission had finally expressed 
their inability to undertake the work in June. 1960. It is surprising 
that the decision to accept the tender received in December 1959 
was taken only in June 1962. In the ordinary course of business 
the authority concerned should have requested for the extension 
of tender date. Prompt action in June, 1960 to accept the lower 
quotation might have saved Government of an extra expenditure of 

From the above facts the Committee note that in 1955 the old 
boilers were condemned because of their being uneconomical 
although they were working and are still working. Even the increas- 
ed requirement arisen after 1957' was met by the existing boilers. 
The Committee therefom see little justification for treating the 
projec< as urgent. If the urgency attached to the project was. only 
"for sake of obtaining the Government sanction", as admitted by 
the Special Secmtary during evidence, it would be in the Com- 
mittee's view a matter to be taken serious notice of. 

52 53 Do. It is not clear why no action was taken bv the Director General, 
Ordnance Factories to cancel the order for the manufacture of two 
new gas generators required by the Rifle Factory, Ishapore, after - . -  --- - ---- -I-- .-_ __- ___- _ . . --- --. -.- - 
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two gas generators became surplus in another factory in August, 
i958. (The manufacture of these two new gas generators started 
only in May, 1960). Such a course would have saved expenditure 
on the manufacture of two new generators. The Committee regret 
to observe that lack of proper co-ordmation between Director Gene- 
ral, Ordnance Factories and the two factories resulted in this avoid- 
able expenditure of Rs. 50,000. The Committee also asked the rea- 
sons for delay of three years in taking up manufacture of the two 
new gas generators. The D.G.O.F. stated that these gas generators 
were required for replacement of the existing ones in the factory 
i n  accordance with the normal prescribed procedure. But during 
ttle period 1956-60 there was hardly any work in the factory. Even 
assuming that the Ridie Factory, Ishapore, had no knowledge about 
the two surplus gas generators available from the second factory 
in August, 1958, the Committee are perturbed to note that there was 
 nord din ate delay in taking up the manufacture of new gas genera- 
tors. The two generators were taken up for manufacture in May, 
1960 and November 1962 and were completed in September, 1960 and 
March, 1963 respecthely. 

Defence The Committee are unable to understand how the Director Gem- 
ral. Ordnance Factories placed orders in 1954 for 280 pallet trucks 
for possible use in the factories in the absence of any firm require- 
ments. (The actual requirement of the Ordnance Factories upto 
October, 1963 was only 195). Further, after the production for civil 



trade was restricted to 10 trucks under the Government orders issued 
in March, 1957, no action was taken by the D.G.O.F. to reduee the 
order placed on the factory accordingly. This, the Committee feel, 
was a serious lapse. The Committee also cannot appr~ciate the 
components vlaluing about Rs. 74,000 lying in stock for 4 years, thus 
locking up funds and blqcking much needed storage accommodation 
with attendant risk of losses. The Committee hope that, as assured 
by the Special Secretary., these components would now be utilised. 
They would like to be informed when the components are fully 
utilised. 

The Committee are surprised to know that the cost of production 
of camouflage nets in the Ordnance factories, is more than 2t  
times that of the market price. What is more surprising, is the fact 
that the cost of material included in the production cost in 1961-62 a 
and 1962-63 in Ordnance factories is more than the market price of 
finished nets. The Committee feel that due to various advantages 
of a large scale production, the cost of production of camouflage nets 
in Ordnance factories should be less than the prevailing market 
prices. The Committee were, therefore, not -satisfied with the ma- 
sons given by the representative of the Ministry justifying this 
excessive cost of production in ordnance factories. They desire that 
the Director General, Ordnance Factories should analyse the cost 
of production of these nets and take suitable steps to mduce it. The 
Committee would also like to know the outcome of the indgaffon 
by the Director General, Supplies and Diqmab regarding higher 
cost of the material procured for these nets through hfm, 



55  56 Defence While the Cotpmittee appreciate that the safes (meat and milk) 
manufactured by the Ordnance Factories conform to the appropriate 
standard laid down for this item, they cannot help feeling that the 
cost of production of Rs. 184 each is very much on the high side. 
The Committee desire that the D.G.O.F. should analyse the cost 
and explore the possibility of bringing it down to a reasonable level. 
The Committee would also like to know the outcome of the proposal 
to meet 25 per cent of the requirement from trade and the priae 
paid as a result thereof. 

(ii) The Committee And that in some other csses also, cost of pro- 
duction by trade is less than the cost in Ordnance Factories. The 
Committee hope that efforts will continue to be made to bring the 
cost of production of these items to the level of market prices. When, 
despite such efforts, it is found that the cost of a particular item 
cannot be brought down reasonably near the level of market price, 
the question of discontinuing manufacture of such an item in the 
Ordnance Factory should be carefully examined. 

Do. In thre opinion of the Committee the price of the particular type 
of scrap (sheet metal cuttings) which could be used for varioue 
purposes would always be higher than the market price of ordinmy 
scrap. It is surprising that the D.G.O.F. discovered this oaly after 
the installation of the baling machine in the factory in  an& 



Do. 

1959 as a result ef which the baling machine became redundd 
immediately on its installation. The Committee regret to note that 
there was an initial l a p  in determining the utility of baling 
machine in this case. 

The Committee am not mnvrinced of the logic that the packing 
and forwarding charges of imported components which have subt+ 
tantially reduced in quantity and bulk should be the same as 
for the complete unit. They feel that the agreement was defective 
on this point and gave an unintended benefit to the firm. Accord- 
ing to audit the unintended benefit accruing to the firm in mpect  
of 5,840 trucks upto October, 1S3 would work out to Rs. 15 I*. 
The Committee are not satisfied over the marginal reduction in the 
packing charges (i.e. the charges would be 10 per cent of the cost 
of components when it goes below Rs. 6.000) which the Ministry Cf 
have been successful to secure from the firm. The Committee trust 
that the Ministry will be more careful while entering into future 
agreements. 

The Committee had in their Seventeenth Report (Third Lok 
Sabha) expressed their concern over the production of trucks lagging 
behind the planned targets and had expressed the desire that every 
effort should be made to adhere to the revised programme of pro- 
duction. The Committee regret to note the shortfall in producth 
even acoonling to the latest revised programme. They hope that 
vigorous steps will (be taken to adhere to the revised programme. 
The Committee would like to watch the progress in this behalf 
through future Audit Reports. 

. -  . - . . -  _ . _.___4._.___ -_1--- 
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The Committee cannot understand why the defect regarding ex- 
cessive oil temperature was not included in the Special Report of 27th 
August, 1958 on the standard performance road trials on the truck 
The oil cooler which was necessary for the satisfactory performance 
of the truck should have been included in the list of items required 
under the agreement. It is regrettable that the detailed report about 
the performance of the truck was available only after the expiry of 
the stipulated period of 14 days of the conclusion of the agreement. 
As the Ministry were aware of this provision in the agreement re- 
garding communication of any defects in the performance of the 
truck, the special report should have been available within this 
period. The Committee are also of the opinion that the agreement 
should have been signed only after the receipt and study of the de- 
tailed report. The Committee desire that the responsibility should 
be fixed in this case. 

The Committee are distressed at the halting manner in which the 
question of revision of the rent for the quarters had been dealt with 
by the Ministry after the need for revision was pointed out by Audit 
in August, 1949. The reassessment of rent was agreed to in principle 
by the Ministry after six years in July, 1955. There was a delay of 
another 3 years in appointing a board of officers to advise on reassess- 
ment of rent. The Board took another 3 years and submitted their 
report in February, 1961. The final decision on their recommends-. 



tions has not yet been taken. The Committee are surprised that afXer 
this question had been thoroughly gone into by the Board of Wcers, 
the Ministry again want to review the matter a t  this stage. The 
Committee find little justification for not implementing recommen- 
dations of the Board. The Committee desire that the final decision 
in the matter should be taken without any further delay. 

The Committee regret to point out that there was inordinate delay 
in training the dogs. The dogs purchased in March, 1959 were placed 
on duty in September, 1961. (The second team of dogs started func- 
tioning from August, 1962). The Committee are also disappointed 
to note that the original expectation that each trained dog could 
replace about 12 men does not appear to have been fulfilled. In case 
of one of the two factories from which statistics have been collected, 
the reduction in strength has been stated as 11 posts (4 posts were 
actually surrendered in October, 1959 long before deployment of the 
dogs). The Committee suggest that the economies effected as a result 
of deployment of the security dogs, as also the improvement effected, 
if any, in security arrangements, should be properly assessed with a 
view to examining the desirability of introducing the system in other 
factories. 

The Committee regret to note that the position of the outstanding 
vouchers in respect of the Air Force, credits for which could not be 
traced in the ledgers of the consignees continued to be unsatisfactory. 
The number of outstanding vouchers increased from 1899 as on 23rd 
July, 1963 to 4911 as on 30th September, 1963 which was stated to _ _ ._ .. - - -  - * --- - .  - - -  _ _ _ & ^  _ I.-.- _ _.-I- - - 



have been brought down to 2072 as on 31st March, 1964. While the 
Committee appreciate that the outstandings may be partly on account 
of current vouchers which take some time to be cleared, they feel 
concerned about the backlog of old vouchers pending for a number d 
years. In para 87 of their 17th Report ((Third Lok Sabha) the Com- 
mittee had recommended that a special drive should be undertaken 
to bring the stores accounts to a satisfactory level. The Committee 
regret to learn that the problem of shortage of staff to handle the 
work in equipment depots has not yet been tackled effectively. The 
Committee desire that effective should be taken to recruit addi- 
tional staff, where necessary. They also suggest that in future addi- 
tional posts should be sanctioned to cope with increased work imme- 
diately and not after several years as delay in such cases leads to 
accumulation of arrears in stores accounts. The Committee further 
desire that serious attention should be paid to store accounts in Air 
Force equipment depots. 

Defence. The Committee are alarmed to learn for the first time about heavy 
accumulation of outstanding vouchers in the Ordnance factories. 
They trust that every effort will be made to clear the outstanding 
vouchers and avoid this accumulation in future. 

The Committee suggest that an officer may be placed on special 
duty both in the case of Air Force as well as the Ordnance Factories 
to clear the accumulation of outstanding vouchers. 



-do- The Committee are perturbed to note from the statement furnish- 
ed by the Ministry (Appendix XV) that 20 vouchers out of these 21 
had been outstanding since 195659. They would like to knm the 
outcome of the court proceedings. 

The Committee also find from the statement that 4 vouchers of 
the value of Rs. 69,034 relating to another private firm have been out- 
standing since 1952-53. They would like to know the reasons for non- 
clearance of these vouchers for such a long time. 

-do- The Committee desire that revised rules should be finalised early. 
-do- The Committee are not happy over the delay of one year in taking 

action by the Ministry of Defence to apply to the civilian of6cers on 
the Defence side, the revised scales of accommodation prescribed by 
the Ministry of Works, Housing and Supply in July, 1962 It is r+ 3 
grettable that no action was taken in present case on the suggestion 
made by Audit in October, 1962 to review the requirements of each 
class of quarters in the light of the revised scales prescribed by the 
Ministry of Works. Housing and Supply in July, 1962. Since the 
tenders for the project were issued nine months later in July, 1963, 
the Ministry should have revised the requirements. This failure re- 
sulted in the extra expenditure of Rs. 5 lakhs on the project. The 
Committee suggest that failure to  bring to the notice of higher auths 
rities the revised scales of accommodation in October, 1962 on being 
pointed out by Audit, may be investigated and responsibility Axed. 

The redeeming feature of the case is that the quarters have actud- 
ly been allotted to the officers who were entitled to them undet the 
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revised scales except in the case of one quarter of CI type. But, the 
Committee regret to note that as a result of this, the lower staff for 
whom the quarters had been built would remain without accommoda- 
tion. The Special Secretary had assured the Committee that any 
shortage of accommodation as a result of this was being made up. 
The Committee would like to be informed of the action taken in this 
regard. 

Defence The Committee feel concerned to note that the aircraft compon- 
ents valuing Rs. 35 lakhs (out of Rs. 51.47 lakhs) are surplus to the 
requirements according to the present estimate and are not likely to 

C) be utilised. It is not clear whether the over-provisioning of campon- o . ents was due to their having been ordered on the advice of the colla- 
borators or due to lack of experience on the part of the Hindustan 
~ i r c r a f t  Limited, as these two statements appear to be inconsistent. 
If the over-provisioning is due to the advice of the collaborators, the 
possibility of returning the surplus components should be explored. 

The Committee hope that necessary measures would be taken to 
avoid recurrence of such cases of over-provisioning. 

-&- The Committee regret to observe that in spite of introduction of 
the revised procedure from June 1961 whereby debits are raised 
against Government Departments on the basis of p~oof of despatch, . 
the outstanding dues continue to be heavy. They desire that vigorous 



efforts should be made to liquidate the outstanding dues relating.to 
Government Departments and also private parties. 

Defence ( i )  The Committee understand from Audit that the scaling down of 
the claim from Rs. 41 lakhs was mainly due to deduction of Rs. 8-60 
lakhs for "shortfall items". The Committee would like to know when 
the settlement with MIS Telco was arrived at, the circumstances in 
which a large deduction of Rs. 8-60 lakhs had to be made for "short- 
fall items" and when the amount as finally settled was received from 
the firm. 

(i i)  The Committee desire that the recoveries of outstanding dues 
from Government departments and private parties should be ex- 
pedited. The Committee hope that necessary measures will be taken 2 * to avoid heavy accummulation of outstanding dues from private 
parties and Government departments in future. 

-do- ( i )  The Committee feel concerned over the heavy outstanding dues 
of rent. They note with regret that a sum of Rs. 2.02 lakhs is outstand- 
ing against Deprtmental Officers released / retired or who have left 
India. The Committee would like to know the circumstances in which 
recoveries of rent etc. could not be made in such cases before these om- 
cers were released, retired or were allowed to leave India. (Normally 
a no demand certificate has to be issued before the pension or other 
dues in such cases are finalised). Another distressing feature in this - I  

case is the heavy outstanding of Rs. 25.80 lakhs against private parties 
- .  - - - - -  ---- - - .- - -  - 



who are required to pay rent in advance as per Regulations of M.E.S. 
The Committee feel that there is a failure in observing the prescribed 
rules. They suggest that the outstandings against private parties may 
be reviewed afresh and immediate action taken to effect the re- 
coveries. 

(i i)  The need for expeditious recovery of outstanding rent dues has 
been emphasized by the Committee from time to time, but there is 
no perceptible improvement in the position. The last Committee 
[cf. pirra 28 of Seventeenth Report of PAC (Third Lok Sabha)] were 
informed that special staff was being appointed both a t  the Head- ,, 
quarters and in the Commands to tackle the problem. The Commit- C 
tee desire that effective steps may be taken to realise the outstandings 
from all the parties. The Committee desire that (a) a special officer 
for this duty of clearing these dues should be appointed forthwith, 
(b) he must take the progress reports every fortnight, and (c) the 
Committee should be informed of progress made in due course. 

40- The Committee are unhappy at the loss of cash in the Cantonment 
Board Dehu amounting to Rs. 2,23,726. They desire that necessary 
remedial measures including the tightening up of supervision should 
be taken to avoid recurrence of such cases. The Committee would 
like to know in due course about the outcome of the criminal pro- 
ceedings against the accused ofllcers and the departmental action 



taken in this case. The Committee would also like the Ministry to 
examine carefully how the misappropriation of such a large amount 
occurred without prompt detection and whdher there is any lacuna 
in the existing procedure for supervision and internal check which re- 
quires to be filled up. 

The misappropriation in this case came to light in August, 1962 
but the head clerk was arrested and suspended from duty in June, 
1964. It is not clear to the Committee why it took nearly two years 
to establish a suspicion of complicity against the head clerk. The 
Committee desire that the circumstances leading to the delay should 
be examined with a view to ensuring that the completion of investi- 
gation in future cases of this nature does not take an unduly long 
time. 1 

-Jo- The Committee are surprised that in spite of a clear provision in 
the lease agreement that Government shall hand over the premises 
in the same condition as they were at the time of commencement of 
tenancy, the officers concerned failed to clear the Government assets 
before handing wer the building to the owner, and there was inor- 
dinate delay in accepting the offer of the owner's representative for 
the Government assets. In view of the fact that the owner had been 
sending rent bills monthly even after taking over the building, neces- 
sary action should have been taken either to accept her offer or dfs- 
pose of the assets otherwise The Committee are alarmed at the - - -. - - -  - - -  - - 
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gross negligence on the part of the ofikers concerned which has re- 
sulted in unnecessary payment of rent and interest amounting to 
Rs. 33,314 together with the cost of suit (not yet assessed) in the high 
court, merely because some small assets (which fetched only Rs. 130) 
were not disposed of in time. The Committee are not satisfied over 
the casual manner in which the investigation was made in 1056. They 
note that the Ministry have called for relevant papers for further 
examination of the case with a view to pinning down responsibility. 
Since this has already become an old matter, the Committee desire 
that the examination should be completed within six months and 
action finalised without further delay. The Committee would also 
like to know the outcome of further investigation and action taken 
against the officers concerned. 

-do - The Committee are unable to agree with the view of the Chief 
Engineer. The action of the subordinate in making entry in the 
Measurement Book in anticipation of the receipt of the 'Chaqmyt 
was a serious irregularity as it involved the deliberate falsification 
of an important iriitial record. All this happened as there was an 
attempt to show the available funds as utilised even though the mate- 
rials had not actually been received. The attempt to wade rules 
to cwer up the matter by making a false entry resulted in loss of 
Rs. 45,219 in this case. The Committee desire that non-observance 
of rules in such cases should be viewed seriously in future and suit- 



able action taken in this case both against the subordinate and against 
the officer who directed that the funds should be withdrawn and kept 
in deposit. The Committee would also like to know whether any de- 
partmental action was taken against the contractor. 

-do- The Committee feel concerned to find increase in the number of 
outstanding objections to 59,721 as on 30th September, 1963 from 
55,188 (as on 30th June, 1962) when the Committee considered the 
matter last year (vide para 92 of their Seventeenth Report-Third - 
Lok Sabha). The Committee were then informed that it had been 
decided to constitute a small committee at each Command Headquar- 
ters and also at the Centre to dispose of audit objections expedi- 
tiously. 

: 
The Committee suggest that the Controller General, Defence Ac- " 

counts should examine the feasibility of indicating in his future certi- 
ficates the number of cases in which substantial amounts are awaiting 
recovery or (b) have been irregularly spent and,lor lost and are 
awaiting regularisation for more than one year. 

-do- The Committee are surprised that although a decision was taken 
as early as 26th May, 1953 by the Board of Control of the Canteen 
Stores Department (India) to take over the service cinemas run by 
private contractors, some cinemas are still being run by private con- 
tractors even after lapse of about 12 years (According to the infor- 
mation received from the Services Headquarters so far, 9 cinemas are 
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still run by private contractors). Thc-nnnfttee wortld'I& to 
when the leases of these 8 cinema Corltractm =pired after Mag 1=, . 
and why on expiry of their leases, it was not possible to mlemm 
the decision of the Board of Control of the C.S.D. The Committee 
would like to know the preoent pmition in all these cases. 

The Committoe are alarmed at the occurrence of such a hrgp num- 
ber of cases of mis-appropriation, frauds etc. in the Menee of-- 
sation in spite of rigid security measures and vigilance arrangemcrtb 
existing therein. What is more surprising, the Defence Depart- 
ments could detect only about 115th of these cases, the remaining ,& 
were taken up by the S.P.E. on their own. 'Bis indicates that-there 
i s  some slackness in supervision and vigilance in the De£ence.Degett - 
ment. They suggest that the Ministry should review the pracrH 
vigilance arrangements at various lev& and take necessary actfoa 
to strengthen them. 

-.lo- The Committee feel concerned over the delay in the disposal of-. 
the cases for departmental action, some of which have been pending 
for more than three years. They desire that the Ministry of Defence 
should examine the difllculties in the disposal of these cases and ta'rke 1 
necessary action to overcome them. The Committee would like to' 
be informed about the progress made in this behalf. 
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