
P. A. C. No. 203 

PUBLIC ACCOUNTS COMMITTEE 
(1968-69) 

FORTY SEVENTH REPORT 

(FOURTH LOK SABHA) 

[Action taken by Government on tRe recommeM1ntiorts 
of the Public Accounts Committee contained in their 
37th Report (Third Lok SabRa) on paragraphs 12,13,14 
and 28 of Audit Report (Defence Services) 1964.1 

L O l i  S A B H A  S E C R E T A R I A T  
N E W  D ELHI 



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

--. 

S1. Name of Agent A ~ C Y  Name of Agcnt Agency 
No. N 0. No. 

ANDHRA PRADESH 

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

G. R. Lakshmipathy Chetty 
and Sons. Gcneral Mer- 
chants and New Agents, 
Newpet. Chandragiri, 
Chittoor Disirict. 

Western Book Depo:, Pan 
Bazar, Gauhati. 

I31 HAR 
Amar Kttah Char, Post 
Box 73, Diagonal Road, 
Jamsbcdpur. 

Vijay Storcs, Station Road. 
Anand. 
Thc New Order Rook. 
C ( m r a n y  Ellis Bridgc, 
Ahmedabad-6. 

HAKYANA 
Sf s. Prabhu Rqok Scrviw, 
Naj Subzimandr, Gurgaon, 
( Haryana). 

MADIiY.4 PRADES1-1 
Modern Book I.fousc, Shiv 
Viias P d a a ,  Indorc City. 

hljs. Sunderdas Gianchand, 
I .  Girgaum Road, Near 
Pr im5  Street, Bombay-2. 

The International . Book 
flour (Private) LirnllEd, 
9. A+ Lane. Mahatma 
Gandh~ Road, Bomb~y-1. 
'The International Book 
Servrcc M a n  Ciymkhaim 
Pmna4. 

12. 

13. 

14. 

I S .  

If; .  

I 7. 

18. 

19. 

'0. 

21. 

22. 

73. 

Charlcs Lunbcrt Rr Com- 
pany. 101, Mahatma 
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I .  r l~c  Chalrnian of the Public Account\ Committce, as authoriwd bq thc 
C'on~mittcc,do prcscnt on thcir behalf this Fort? Setenth Report on the 
action takcn by Government on the rccommcndations of the Public 
.4ccount\ Comniittcc contnincd in thcir 37th Report (Third Lok Sabha) on 
pdrag.~pIis 11. 13, 14 & 28 of Audit Report (Defence Senice\), 1964. 

2. On 12111 Junet 1908, nn "Action l'akcn'' Sub-Committee was appoint- 
ed to wutini4c the replies reccivcd from Gnwrnment in pursuance of the 
recommendations made by the Committrc in thcir earlier Reports. The Sub- 
Comrnittec w s  cc~istitutcd with foilo\\ing Mcmhcrs : 

1 .  Shri 11. K. Kuntc Con\cncr. 
2 .  Shri C. K. Rhnttacharyy:~ 
3. Shri K. ti. N n ~ a r  

h. Shri N. R. hl. Swam).. 

3. T I:c. draft Rcpurt \\as c o n d c r d  :~nd adoptcd by the Sub-Committee 
at t t ~ . ~ r  \itting held on 8th i:cbru;~r!. 19h9 and tinail! ;doptcd h) the P11h11c 
/ lcc.o~ni,  Committee on 3rd March 1969. 

4.  For fxi l i t j  of rcfcrrncc the riiain conclu4onh rccommcndations of 
thc. C~~rnrnittec haic been pr in t~d  in thick t> pc in the hod) of thc Rcpn.  
A zt.i:i.rncnt \ h o ~ i n g  the summary of tlic maln rwornmcndation\ ohertr l -  
t ~ ~ r n z  ,>I' tht C'onlmit~cc ih nppcndd to thc Kcport (:\ppentiix). 

5 .  Tilt C'oniniittrc placc on record t h i s  apprc~iation of thr ascibtrtncc 
rcndcrd to them in thi, m;ltter by thc Comptroller ;\rid Auditor Gcncral of 
1nd1.1. 



CHAPTER I 
REPORT 

This Report of Committee deals with action taken by Government on the 
recommendations contained in their 37th Report (Third Lok Sabha) on para- 
.graphs 12, 13, 14 and 28 of Audit Report (Defencc Services), 1964. 

1.2 The action taken notcs/statements on the recommendations of the 
Committee contained in this Report have been categorised under the follow- 
inp hcads : 

( i )  Rt~contme~~rlurio~i.~~ohscrra~ioti.s rlu~r Imve been rrccepredhy Gorertmenf : 
S.Nos. 2,  3,4(iii), 12, 15,16, 17, 18, 19(a), (b), (d). (e), (f),(j), (k), (m), 
(n). 23. 25, 26. 27, 28. 29. 30. 31, 35, 3qa) to (f), 37($ to (v), 43, 47, 
(bland (c). 

( i  i ) Rc~c.ot~rt~rctrt~~rtiot~~~~oh.~rr vctriotr.\ ~drirh t)re Corrmri f we do rtot t h i r c  to 
prtrsrre itr r*iew ofthe replks qf G'orrrnrnetrr : 
S .  Nos. 4i). (ii), 5.  6. 7, 8, 9. 10, 11, ti) and (ii). 13, 19(c), (@. (h), 6 )  
and ( 1). 20. 21, 22, 24, 34, 36(h), 37(i). (vii), 40, 41, 42.44 and 45. 

.c i i i )  Rct~ortintrtrcirrrio,rs~~b.pcrv~~rio~t.\ replies to which Iruve not henr accepwd 
hy rlte Conr~irirtec attd whicir requirr reirerntiorr : 
S.Nos. 32, 33. 3(r(g). 37(viii). 38. 39. 46 and 47(a). 

( iv ) Recw~r~~rerrhtio~r.s/ohservufions itr rpspccr of ~vlrich Govemmcnr haw 
,lurrrislrc~tl irrrcritn rep1ic.s : 
S.Nos. I, 14 and 37 (vi). 

1.3. The Committec will now deal with xtion taken by Government on 
~ n n w  of t hc recommcndations. 

-\.lunufactlrre oj' Trattsport Aircraft-Panyraplrs 3-92 (S.Nos. 2-2 1 )  o j  
.clppoidis I ' of 37111 Report (Third Lok Sabhn) 1 

4 .  In Chapter 11 of their 37th Report (Third Lok Snbha), the Com- 
inittcc had dcdt with i n  detail with certain unsatisfactory features of a pro- 
.lect for thc manufacture of a transport aircraft in collaboration with a foreign 
company (Hi~wkcr Siddlcy Aviation Ltd.). 

1.5. Thc following wcrc the principal ohscr\itti~ns nladc by commit- 
:...- 

c il No project report was prepared. 
ci i )  l'hc performance of the :iircraft (Series I and 11) fcii short of the 

_ruarantws given by thc liccnso~. 
c,iii) The production schcdulc drawn up was unrealistic. 
( i v )  l'hc cost of mwufucture cxcc&d thc anticipations. 
(r) Proper training for the Indian staff wnr not prmidd. 

I .h. In pilrii 20 of thcir 371h Reprw ('Third LoA Snblta), the Comnli l~e~ 
h J  mad, the following obscnuions :--- 

"The Prc$xt for munufucturing irunspon liircmft was conccivrd 
in 1959 ;IS a high priority project and national imponnnce ~ 3 5  given to 

( 1 )  



it. From thc fitcts placcd before thcni. the Sub-Committee regret t o  
observc that tlic whole projcct was badly planncd and incficiently cxccut- 
td resulting in a crop of failurcs and dclays in achieving objcctivc. T h c  
Sub-Committee are of the view that thc chcquercd history of this impnr- 
tant projcct should scrvc as an  objcct lesson to the Govcrnmcnt that :I 
policy decision to  sct up such :III important projcct involving huge. 
tinancial outla! and dcvclopnicnt of technical pcrsonncl of which thcrc is. 
continued shortage in the country, should hc taken only aftcr n vcr! 
carcful and complctc ssscssmcnt of the vnrious problems inyolk-4." 

1.7. In tlic reply dated Sth Scptembcr, 1967, the Ministr! of Ddincc 
ha\.c stated :- 

''In the case of new fxtorics. prcjcct reports arc prcprcd with the 
:trsistance of collnborntors. Ho\vcvcr. tlic ohscr\ntions of Public 
Accounts Cornmittcc ha\.e hccn noted and 1i;n c also bccn brouglil to  t l i c  
notice of d l  concerned. In this cotincction n cop! of Minim!. of 1,lckncc 
u.'o No. 1 ? ( X 2  66,'D,'(PS). d m d .  12- 12-66 is cnclowd for information*." 
1.8. Thc Cnrnniittce note 1h:11 the Committcc on Public I:ndert:things 

(1968-69) have sincc examincd the projcct. I n  their 8th K c p o ~ ~  (F-nurtl: 
Lok Silbha) on thc Working of the Hindustan Xcronautics Ltd. ( K;~npur 
Di\ iiion) that Committcc 11n1 c niadc thc following obscr\:~tion. :- 

"1.42 : Thc Committcc arc surprised to now that tllc GOVLIYI- 
nicnt did not pay any attention to this csscnii:~l aspect whilc 
undertaking thc project. 30 katisfuctor! reason\ \\ere ad\xncxcl 
hy thc Ministry during evidtncc for not prep:iring the Dctailcd P~-ojr.ct 
R~por t .  Thc C;overnnxnt cannot plead ignorance of thi4 proccdurc ;I, 
h!, that tinic ;I numbcr of Puhlic l!ndcrtakings had :ilrcad! hwn \r.t ~ t p  
and prcparntion of DPK had bccon~e an e~~ahlislied praciicc." 

..1.44 : Thc \cry fact that the I A F  had to rcducc their dcm:tnd ol 
t hi, aircraft so drasticall\ shmt s t hat thcy did not find i~ suitable for t i~cir 
rcquiremcnts as originally cn\isagt.d. Thc Tata Committcc :tlso did rtot 
wmnlend the aircraft. Thc Cornniittcc douht thc uisdoni ofsetting 
up this projcct. Howevcr. ncw that huge in\e~tnicnta hu\c bccn madc 
in the projcct and ha\ ing comc this far. the\ fccl tlint tome nicthod 
hhould be devisal to make thc most of thi\ \c~iturc. IAC ~IiouJd a h )  
be madc to rely more on thc indigenou5 aircraft indu\lr! and tt)  graduall! 
standardisc it\ flset." 

"1.46 : The designing :tnd dc~cloping an aircraft and ; I I I  ~ ' ~ i g i n c  i3 ;i 
long drawn out process and in\olve\ WQ high ccws. Pcr1i;rp. thc onl! 
altcrnrrti\c opcn to HAL \vould he to cntcr into collahor:~tion :tprccnicnta 
u ith nthcr countries to  m:~nufacturc tried and provcn designs. Hot\ c\ er. 
the aim in thc civil programme. as in the military. should be to  conc.cntr:llc 
nn a project for which the potcmial ninrkct i \  largc in relation to l h c  Jc\c-  
lopmcnt cost. Unfortunatcl!. tlic pro\pcct\ for export ;Ire blc';ih ill the 
face of ficrce competition abroad. Perhap\ the Committcc on Acron;tc- 
tic, Conslitutcd by thc Goi.crnmcnt will go i n ~ o  illis qucstion for tllc 
aeronautic, industr! as :I H hole and suggcst sonic spccificd stcph in thi, 
direction." 
1.9. In view of the fact that the Committcc on Public lhderlakiogs have 

examined comprehensivdy the project for the manufacture of the transport 



aircraft (H.S. 748) by the Hindustan Aeronautics Ltd. (Kanpur Division). 
the Committee do not wish to pursue this matter. The Committee would, 
however, like to emphasize the necessii) to undertake planning of projects 
of this nature and magnitude on a more realistic basis. 

Stcirtdardiscrtior~ (!/ Aircrc~fi-Partrgrn~?I~~ 35 cttitl 40fi) S. h'os. 32 attd 37(i) 
ol 37th Report (Tlrird 1.ok Sabhn) 

1 I .  Thc Covnmittec had hwn informed that a large \aricty of aircraft 
\\:I\ one of thc important factor\ rc\ponsihlc for difficulties in procurement\ 
ol'qmrcs and c\t;vhli\hn~cnt of repair lines. Th14 had heen taken duc nolc 
of hy Go\.crnnient in formulating the India Dcfencc Plan for the next fiw 
y c m  period. 'The Commiltcc made \he rollwing ohscr\ations in paragraphs 
3 2  and 40(i) : 

"Thc Sub-Commi[tcc. arc glad to Itarn that the policy of introducin~ 
t hc principlr of standardisation of aircraft has hccn acccpted and the same 
has becn incorporated it1 tlic Indian Dcfcncc Plan." 

"'l'hr numbcr oft!pc\ o i  :~ircrai'~ i n  thc I,AF >hould hc reduced and 
\tandar.discd." 
1 . I  I .  In their rcp l~ .  dated 7th h ~ \ ~ r n b ~ r .  1968. the Ministrj. of Defcncc 

Ila\\: stated : 
" ' N o  co~iimcnt~' .  This i \  no douht a d~sirrrblc ohjcciivc and con- 

[muons cftbrt has t o  bc 111;lde and iz being m:ldc in thi, direction. But 
in this cRim. results arc n ~ i t h ~ ~ .  quick nor ~ a ~ i l ~  a\rrilab!c. dependent a>  
they arc to a large extent on foreign sources and duc to problems of 
;ivailabilitj, \,nrict), of roles in \\ hich the aircraft of dificrcnt t >  pcs have to  
hc uscd ctc." 

1.12. C'onsidcring that a large varier! of aircraft was in the past one of 
thc factors responsible for difficulties in procurement of spares and establish- 
mcnt of repair lines the Committee hope that Government will keep under 
constant review the question of standardisation of aircraft rcquircd by the Air 
Force for various roles. 

1.13. In p:~ragr;~phs Zh and 37 of tlrclr 37th Kcport (Third 1-ol Sabtia). 
tllc Coti~mittcc llad r s k r r ~ d  t o  Iieiny ~ C C U I ~ U ~ B I ~ O I ~  of rrpsirahlc itrnn i n  
thc Air Forcc Kcpair and Maintcnancc Depot since 1950. 111 1hi5 connection 
t lw? had mode the follo\\ing ohcr\attori\ : .- 



As a considerable part of the items relatq to the aircraft which havc 
already been withdrawn from service, these items should have been sur- 
veyed simultanconsly with the withdrawal of the respective aircraft and 
action taken to dispose of such of them as were not required. The Sub- 
Committee dcsirc that an cnquiry should be made to find out why action 
to sort out these items was not taken earlier. The Sub-Committee h o p  
that the remaining items would be surveyed more vigorously and adion 
taken to dispose of those rcquircd. The Sub-Committee also desirc that 
a system should be introduced undcr which whcn a planc is withdrawn 
from scrvice. its spares etc. should be simultaneously disposed of if not 
required for any other currcnt aircraft. 

The SubCornmittce \\.ere informcd during their visit to the Dcpclt 
that the total number of repairable items accumulated at the Depot was 
about 3 lakhs up to December. 1963. against the figure of 1 -53 lakhs on 
31st December. 1962 as mentioned in thc audit para. Thc Sub-commit- 
tee would like the Ministry of Defencc to haw thew figures carefully 
checked up and properly reconciled. I f  number of rcpairablc item3 has 
increased so abruptly from 1.52 lakhs to 3 liikhs during the coursc of 
one year. then the position requires special attention to sort out thcsc 
items and arrange for thcir repairsidisposal. " 
1.14. In thc reply dated the 7th Novcmlwr. 1968. the Ministry of Dc- 

fence have stated :- 
Para 36. S. ~TO. 33 
"The observations have hecn notcd. Air Hqrs. havc pointd out r h t  

some of the repairable items ha\ c been hcld from before 1950 and ha\c ad- 
vised that. in vicw of the long time that has clapcd. thcy do not considcr i t  
useful to inquire into the reasons for the delay in sorting out thc repoirliblc 
items and in disposing of them earlier. I t  had k e n  stated during evidcncs 
kfore the P.A.C. Sub-Committee that Air Hqrb. werc earlier reluctant to 
dispose of old stores. It would also haw bccn wasteful to repair a11 avclilablc 
items irrespective of whether they were surplus to requircmcnts or aholctc. 
While it cannot be denied that the accumul*ation of a ];ire stock of rcpiiir- 
able holdings was rcgrettablc. as has also bccn commented upon by tbc PAC. 
it does not seem that anyenquiry at this stagc will be worthwhile since in thc 
long time that has passed most of the personnel concerned haw citlicr gonc 
out of service or posted out. Air Hqrs. havc. howekcr, since takcn uctior~ 
to constitute local boards of survcvs to inspect. rc-catcporise and recommend 
disposal of various ranges of the rcpairablc cquipmcnt. as a result of which 
repaitablc holdings werc reported to havc heen brought down to Qty. 15.850 
of 1.356 items (July. 1%7). and this cxcludes item\ of rcptlirahlc cquipmcnt 
despatched or undcr despatch to the appropriate repair a encics, The I w \ t  
position is being asccrtaincd with a vicw to find out w b ther thcre is ; m y  
further improvement. The old equipment of Spit-fire and Tempest air.nrc 
are s W  to have been d i s p o d  of. 

While the observations of thc Cornmiltee recommending prompt action 
for disposal of unwanted stores of aircraft going out of wrvicc has hccn 
noted, the general attitude in  rcpard to di~porial of  storcs and dctcrminctt~on of 
alternative uses has to bc b a d  on cxtrcmc caution; hut. thc abject mrght, 
i n  duc course, bc achieved with proarcs being made i n  u propcr ccrtalogutng 
of all Air Force equipment which would inrw alia provide it ready refcrcnrc 
ultbnatcly of intcrchangcahility or wisfactory \uhstitutfi for other p r i \  in 
uw. A start has br.m mad<--but rrdmittcdl) this i \  a long term procckk." 



"Air Hqrs. have issued internal instructions to their Commands regarding 
prompt formation of Survey Boards. Repair Depot have been 
asked to initiate immediate action to form Survey Boards 
for thc segregation and disposal of the repairable equipment, 
beyond economical repairs, as soon as possible after the receipt of therepair- 
able Itern. Periodical inspection of the repairable equipmcnt has also been 
provided for to obviate deterioration in storage and to resort to cannibalisa- 
tloa in suitable cases with approval of appropriate authority. Government 
have also agrccd in principle to the disposal of surplus equipmcnt pertaining 
'to certain older types of aircraft like Harvards, Toofani. Liberator, etc. 
Special Boards to survey repairablelsurplus stores were also sct up !o look 
into the repairable holdings at A.F. Stations. Kanpur and AFD (Ajr Force 
Depot), HAL and the surplus electronic and clcctrical stores at Equ~pmcnt 
Depot, Bombay." 

"Air Hqrs. ha\.c. stated that 3t [hi\  stage. it has not been possible to know 
the exact reason for increase in the number of repairable items in 1963 
hut r r ~  stated e:lrlicr t here h3s h:en considsrable improvement of late." 

1.15. The Committee! regret to note that it has ad been possiMe for the 
Air Head Quarters even at this late stage to ascertain the exad rtasons for the 
iIICTep9c ia the accumnlation of repairable item from 1.53 hkbs UPto 31st 
December, 1962 to 3 lakhs by December, 1963 in the Repair and Maintenance 
Depot. 

1.16. Tbe Committee note that the Air Headquarters have isswd instme- 
tions regarding prompt formation of survey boards for scgng8tion and 
dkposnl of the repairable equipment, as soon as possible after tbt wipt of the 
repairable items. The Committee trust that all tbe tbree Iakh repairable items 
accuandated in the present case upto Dmmber, 1963 would hrw keg kpcdcd  
and categorised for repair or disposal. They hope that as 8 of the 
measures taken by the Headquarters, there will be no instance of h t . ~  
accumulation of repirable items and delay ia tbeir impectioa in the Air Force 
Depots* 

1.17. While the Committee appreciate tbt hlinistrg's view that the gcarral 
attitude in regard to disposal of stores ptrtaisiag to Pitcraft gohg oat of stmice 
mod determination of altcmative mses hu; to be based on extreme autioa, 
they desire tbat the Air Htrdquuters sborrld keep tb+ matter under consrant 
review so that ltawantcd stom do not Moek much nmkd storage accollmoda- 
lion for long periods of time. 

Indigrirotrs t~iairc!fac?ure o/' Aircrt-$1 g~cncrcti spores - -Puru,qrr~pIi J(N I ti) 
I S.,Vo. 37(riii) cg- Apprndix 1 '1. 

1.18. I n  para 40 (tiii) of thcir 37th Report (Third Lol, Sahha), thc Cnm- 
mil tcc had mndc the following ohbcrvations :. 

"The Commitlce understand that somctinr~~ Aircraft arc grroundd 
for lack of such sfnall pans as bolts. nuts, rivets, stdnlr* stccl w rrc 'rc. 
In thc absence of indipnous manrrfncturr: of relatively .iimplc gcncrvl 
pu~c-c spares. I.A.F.'. IS  salel~ dependent on importcd itcms. Thc Com- 
mittcc dcsirc that curly naion should he initiirtcd to cot:rhlish indipc.t.rous 
rnanuf~rcturc of thac itcms." 



1.19. In their reply. dated the 7th November. 15'68. tlic Ministry o f '  
Dclknce have stated :- 

"Action is in hand to find out w y s  and nicnns yrcducing !cn:c of thr 
aircraft ge~'lur;~I parts indige~~ously." 
1.20. The Committee regret to observe that no hcadnay has bccn madc in, 

indigenous manofacture of general purpose parts like bolts. nuts, rivets, stain- 
less steel wire etc. for lack s f  which somctimcs Aircraft are grounded. and for- 
the procurement of which the Air Force has to depend on foreign Jources. 
The Committee desire that Cowrnmcnt ~hcruld pay serious attcnfion 
to this matter and enlist the assistance of private industry as far as 
possible in manufacturing these general purpose parts. Ih i s  would 
not only result in saving foreign exchange but a130 improving the operational 
efflcicncy of the Air Force in t imcs of emergcnc! h! rcducing its dcpcndc rcc 
on foreign sources. 

Loss of -4-lilk Tirrncci-Ptn.~~grul~ll.~ 50 cmtl 5 l I S. h'os. 46 c m l  47 . J / p  /,ti;.\ 
I . ' )  or1 37th Rcporr (Third L,ok Soblm.) 
1.21. In paragraphs 41 -51 of their 37111 R c ~ o r t  ('I'hir J Lol, Sahha). thc 

Conimittee had commented upon 3 of loss of milk tinn'd impcvttd 1'1;m 
U.S.A. during April. 1963 to January. 1964. O\\ing to in:~dcquntc pachng. 
considerable damag~~loss  occurred during the \ ojagt  at tllc port of disc ha^ gc 
and during transit from ports to Supply Dcpot. Out of total quantit) ot 
15.816 tonncs nct of tinntd niilA. 3144.5I6 tonncs ~a lucd  at RI. 48 -14 I;lkh\ 
I'approx.) u w c  lost up to [hc cnd of Fcbrusr!. 1 9 6 .  In p:tr.:tgraphs acd 
5 1 .  the Committct madc the fonosving O ~ C I  \ ations :- 

"50. The SubCommittre are wrturtcd o\er thc l i c :~ \  lo%\ \shich 
occurred in this casc due t o  flimsy tins and weak cartons. uscd ft r 
packing of milk tinned supplicd to  India. Thc Sub-Con?mittec are sur- 
prised to  note the plea of the Department of Supply and Technical 
Development that on ;an overall basis against t hc total loss of Rs. 48'14 
lakhs an expenditure of Rs. 78 lnkhs in foreign c.xch:inpc has been sated 
which would has'c been incurred had \\ooden packing c;tsts h e n  U S C ~  for 
outer packing. The Sub-Coniniitttc arc unahic to ;lcccpt thi\ as :I lalid 
argument which proceeds on thc aswmption that thc lo\\ of cwntiitl 
and urgent supplies valued at Rs. 48 .I4 lahhs did not matter at 311. Thr  
SubCommittec considcr i t  most unfortunate that so milch of s u p p h  
indented for the forward areas sliould have p n c  to u astc. M o r c ~ w r .  t hc 
estimate of extra expenditure of R\. 78 lak hs if' wocrdcn caws had bccn 
U S L ~  insfed of cartom nccds :I carcful scrutiny hy ths Dcparlment of 
Supply and Technical Dc\clopmcnt. In thr Sub-C'onimitt~c's orinion 
there was a clear failure or1 the part of'ttic I.S.M.. W'arhinpton in dealing 
with thi\ casc. i n  se~era i  rcipc.ct\ while dcsiating from thc A.S.C. 
specifications in regard to  packing condition4 such a\ : 
fi, Failurc to conwlt the indcntor (the Mini\t~.\ c d '  I ) C ~ C I W C ~  hcforc 

agreeing to material de\iatinn from A.S.C.. \pccilic;ctiori i n  rcpad 
to  packing: 

liir failurc to  ark the suppliers to  gi\c ficsh quo~sticvt\ on rcceipt of 
A.S.C. spc~if ic~t ion on thc 28th Dacmbrr-. 1963: 

( i i i )  apparent failurc to insist that thc tins u s 4  by t l ~ c  supplier\ ucrc in  
accordance with the Frdcral spc~ilicaticw for incrscas shipn~cnt+ 
(as indicated in thc Report of thc Board of 0fficcr.s). 



4 i v )  agrecing to a further rcduction in spccilication of carton from 2'15 lbs. 
to 200 Ibs. bursting strength. 

"51. The Sub-Committcc desire that thc Ministry of Supply and 
Technical Development should inquire into thcsc lapses. with a view to 
fixing responsibility. Thcy should also examine why thc right of addi- 
tional and indcpcndcnt inspection as provided i n  the agreement was not 
.cxcrcised by I.S.M.. Washington." 

'The Sub-Committcc also find that thcrc wcrc ccrtain lapses on thc 
part of thc Ministry of Dcfcncc which should bc taken due notice of  : 
( 1 1 )  the dclay on the part of the Ministry of Defence i n  forwarding spcci- 

fications of packing to the I.S.M., Washington; J 

(b)  thc delay in clearing the stoks of milk tinncd from the docks; 
(c) the dclay in applying for mrinc  survcys i n  rcspizt of some conrign- 

mcnts rc~cikrd in four ships; and 
( t l )  the fiiilurc to chang the outcr packing from fibre cartons towocrdcn 

citscs before despatch from the port to thc rrlrpcctivc dmtinatinns 
which substantiall! accentuated the losscs". 

1.22. 1r1 rcgard to thc Iapscs in India Supply Mision. Washington com- 
mcnttd upon in thc Report. thc Department of Suppl), in their replj d3tc.J 
12th Dccembcr, 1968. ha\r s ta t~d  : 

"In qo fitr as thc first failure i\ concerned, it ma) hc lrtated that i n  
thcir telegram of the 5th Dcccmber. 1962. I.S.M.. Washingon 
mrtdc ccrtain rccomrnendations after consulting US. Department cd 
Agriculture a b u t  the sizes ctc.. and also askedfor urgent instructions rr- 
garding specitications. packaging. ctc. In telegram dated the 7th Dc- 
ccmber, 1962. I.S.M.. Washington werc informcd that the Dc.fcncc 
Ministry had b x n  rcquestd to cable instructions about packaging, 
specifications, etc. I.S.M., Washington floated the first tender enquir? 
on the 22nd December, 1962 but up to that date. instructions re 
packaging. specification\, dc. had not hecn received by t h m .  
tender inquiry it was pro\ ided that thc packaging and packing should 
conform to U.S. Frdcral Specifications. It was also further provided ,I\ 
follows :-- 

"The cartonskascs or d r u m  should be s c c u r c l y s t r a p ~  with metal 
-strips capable of withstanding handling and transportation to Inthan 
ports. The packaged prcducts shdl be packed in containers which arc 
:~cceptablc to common cwrrirn for shipping to point of destination at t l rc  
10wcit tr;rnsportntion rutc. for such shipment." 

"It was only on 28th Utxcmbcr, 1962 that thc Indian S p c c i k a t i ~ : ~ ~  
rcmhtd I.S.M.. H'a.;hinptcmW 



"The papers were marked to  the Accountant concerncd. He a n -  
mined the Indian Specifications and sukmjttcd n note in \\hich kc stattd. 
inter olio as follows : 

'The specifications received from India h a ~ e  been seen and it is oh- 
served that there is nothing t herein inconsistent with the Fcderd or 
the USA Specification. In many resrccts. tke U.S. srtcificsticns 
are higher than those reccivcd frcm lrdia. Tkc terdcr i rqui~? as 
issued is in order and no further action is callcd for'. 

This statement of the Accountant was not correct." In to  fi.r :.s tkc 
packaging was concerned. thc Indian Srccificatirn la'd dcvn ;;s fc!- 
lows : 

'Tins : The milk shall be packcd in I pound tins confo~ni;ng to dlsa - 
ing No. JND!GSIFD.i6. Thc net contcnts cf c:*ch 1'11 5ki1l1 kc 16 r ~ ' .  

The drawing \\-as not rccci~ed in thc Mission but 11:'. Accountant fai l~d 
to bring out his point in examining the spccificaticn>. As rcgardk pack- 
ing, the Indian Specification probidcd ns f o l l o ~ s  : 

'Cases : The tins shall be packed in strons \voodcn c:~ses fabricarcd 
in accordance with the specification No. IND'GS.FD,;~(:L). Iron 
hooped or stecl strapped or wired and sufficicntl~ \trcmg to uith- 
stand journey by roads, rail. sea or air. Each case sh:rll cont:iin 
48x 16 oz. tins.' 
The sptulification mentioned ahme \\its not rccci\id in the I.S.hI.. 

Washington. It was. however. clear that thc tins acre r o  confbrni to 3 
particular drawing and these were to be packcd in strong ~ o o d c n  cases. 
The Accountant failed to bring out this fact. Had he done so. i t  ispossiblc 
that his superiors would have examined the matter. and taken a tiew on 
it. Apparently, when the Accountant statcd that therc was riothing 
inconsistent between the Indian specificat ion and the E'cdcral specification. 
his superiors accepted his statement on trust. Thcrc uas. thtyefore. a 
failure on the pan of the Accountant in carrying out ;I proper examina- 
tion of the Indian specification and to bring out the important point re- 
garding the tins being required to be packed in strong wooden casts. 
This note of the Accpuntant was endorsed hq the & p u t  Director and 
approved by the Dtrector General. The Deputy Dircctor can also. 
therefore, be hdd responsible for this failure to a ccrtain cxlent. It j\. 
therefore. felt that the Director General cannot bc held responsihic for 
this lapse, as being the h a d  of the Organisation it is impossible for 
him personally to go into the details of cach cases u hen all the fact$ 
are stated in categorical terms by subordinate officcrs as was donc 
in this case. I t  was not possible for the head of the officc to carry out 
an examination of the details of the A.S.C. Specifications and the rr5- 
pomibility, therefore, rest on the Accountant and, to some cxtenr. on 
the Deputy Director. I t  was, t hcrefors, dccidcd that dcsciplinar>- pro- 
ccedings should be initiated against both these officers. 

"'The Deputy Director belonged to the Dcpartmcnt of Food. The 
Department of Food have since intimated that thc D c p u t ~  Director re- 
signed from Go\crnmcnt senicc with cffect I'ram t t c  12th January, 19t(, 
(afternoon). No action is. thcrcforc, possible against h m .  Thc Accoun- 
tant is borne on the cadrc of thc A.G., U.P. I+ ho t ; ~ ,  bcvn rrqur\tcd t o  



initiate disciplinary proceedings against him. The result of disciplinary 
proceedings has not yet becomc available." 

"(ii) The second failure referred to by the Committee arises direci1.y 
out of this first. As has been explained above. when the A.S.C. specl- 
fications were received in the Mission on thc 28th December, 1962, they 
were compared with the Fedcrai specifications and the view taken was 
that there was nothing inconsistent betwecn the two specifications. It 
was on account of this view that no further action to followthe A.S.C. 
specification was taken. It is. therefore, felt that thesecond lapse is a 
corollary to the first lapsc and that no further separate action in respect 
of this lupse is called for." 

"(iii) As regi~rds the third lapse. it may be mentioned that the I.S.M., 
Washington, had inforn~ed Government in its tclegram ofthe 5thDccem- 
her, 1962 as follows : 

'Discussed with the USDA details of a\ailahlc packing sizcs etc. 
Undcrstmd evaporated milk commercially packed in 6 oz. or 14 1/2 
o x .  tins. Posviblc buy in larger 6-26 tins or 50 Ibs. barrels by special 
order at highcr cost since manufacturing plants not cquipped pack in 
biggcr si~cs.  Rccommcnd purchasing i n  14 1,'2 oz. tins.' 

I t  is cleat from rhc abmc that thc Mis4on :idtiscd the Gmcrnment to 
:lccept conimercially packcvt 14 1j2 02. tins. The Ministry of Finance 
(Department of Economic Affairs) rrplied to India Suppl}- Mission. 
Washington under advice to the Ministr! of Dcfcnce in their telcgram 
oft  hc 7t h Deccmbcr. 1962 as follow :- 

'l'ours 979. Consignee is EmtrarLstion Commandant. Bombs). 
Wc prcfer following sizes : 
Evaporated milk 14 1'2 oz. tins.. . . . . . . . . . . . . . . . . . . 
Your proposal regarding variety and prcldc acceptable.. . . . . . . . ' 

The Mission apparently pl.csurned from t his telegram that their proposal 
to purchase commcrciall! packd 14 1:'1 ox. tins was acceptable to the 
Indentor. As regards the point as to why they did not prescribe 'suit- 
able commercial packing on the lines of A.S.C. specifications', the Mission 
have stated that if they had asked for deviation from the Standard of 
Com~ncrcial practice, it tvould havc involved considerable expenditure 
and conscqwnt delay in the shipmcnt of milk which was stattd to  be 
urgcntly needed. In so far as the packaging is concerned. the mini st^ 
of Finance in their telegram of 24th Scptcrnbcr, 1963 had asked the 
Mission that i t  should br. arranged i n  open spun type cans with tin platc 
of a certain specification. The Mission repiid that the tins to this 
cpccification were not k i n g  manuf~ctured and. therefore. thr suppliers 
had regretted their inahitit> to usc the packaging of the type required.'" 

"(iv) As regards the fourth lapse. it ma! hc mcntiomd that the Mission 
in their tclcgr:m No. 635 dated the 17th Junc. 1963. had rcponcd to the 
Ministry of Dcfcncc that cvnpor.ated milk shipped per s=c. Gandhi 
Juymti and Japvijay was pnckcd in cases of 275 Ihs. brusting strengh 
further sccurcd by two flat nictal straps. Thc telegram further repond 
that in commcrciid shipments cormpatid fihre c a w  having a bunting 
strcngth of 2 0  Ihs. were being used for uxpaning cvapmttd milk 
werscns. nnd i n  ticw of this and thc fact that ~ u p p l i ~ f l ~  Werr&m3rlJinf 



15 cents pcr cilje cxtra for pching  in c:~scs of 275 Ihs. hrusting strength 
involving additional cxpcnditure of approximately Rs. 2.67 lakhs, the 
Mission. had after inforn~:tlig consulting the U.S. D2partmcnt of Agri- 
culture, placed their lust contract specifying thc packing on corrugated 
fibre cases of 200 lbs. hrusting strength. l'hc Mission further rcquestcd 
the Ministry of Defcnce to  inquire into thc actual cause for losses and to 
cxamine whether thc loss sustained warranted the Misxion to  negotiate 
ui th the suppliers for a revision of specifications for packing cascs which 
would involve r~dditional cxpcnditurc. Thc Ministry of Dcfctlcc replicd 
in their tclegrani of 131 h Julj, 1963 that t hc specilicn~ions for packing 
cases net4 not be revised at that stage." 

"Thc Ministry of Defence have stat& tl1;it this dccision was takcn 
o n  the basis of information given by the India Supply Mission. Washing- 
ton that the entire quantity contracted for with one firm hadalrcady kc11 
shipped and a quantity of 2.58.000 cascs contracted for with another firm 
had also hrcn shipped. except the Inst cor~\ipnmcnt of CO crrscs which 
had already been railed to  docks for shipment rn a vesscl s;liling on 291h 
June, 1963. The Mission also pointed out that ~ h c y  had cntcred into :I 
firm commit~ncnt with another lim for supply of cwporatcd tinned 
milk from July to  November and commitment of freight for July ship- 
ment had already been made and suspension of shipments would. thcrc- 
fore, not be possihlc ~vithout imposing ha\-! financial li:lhilitics." 

Further, it is observed that although the first consignmcni nrrivcd i l l  
lndm in the third week of April, 1963. thc information th:it heavy loszc.4 
had occurred due t o  weak packing cases was communicatcui hy t hc Minib- 
try of Defence to  I.S.M.. Washington. only on the 73nd June. 1967. 
When t he Mission accepted the packing of 200 I bs. brurt ing strcngt li I ri 
May. 1963 they were not aware of t hcextcnt of the losses which h a d a l r d !  
occurred and that they were due to  weak pqcking. E ~ c n  the loss report 
receivrd in the Mission in Septembcr, 1%3 did not crrr? with it any dc- 
tails. However. on  receipt of a cable dated 2 1-9-63 from tho MinLrr! 
of Finance (Department of Economic ,4fTiairs) ( ~ i t h  reference to  Mirhiori'. 
cable dated 20-9-63), the I.S.M. revised the ~pccifimtion of canons t 
275 lbs. bursting strength. 11.. therefore, appears that the Mission acccptd 
the reduction in the specification of packing in :iccordancc with their 
understanding that in commercial practicc fibrc cases having a hursting 
strength upto 200 1bs. were being used for exporting evaporated t i n n d  
milk overseas and also with a view to  econornisc in enpcnditure. I t  has. 
therefore, been held that the Mi.sion agreed to  the reduction in spccitica- 
tion of packing cases in the bonafide bclicf that this packing would hc. 
adequate and. a t  the same timc. economical. In \ . i c ~  of this pcb*ition. 
it is felt that no further action is called for in respect o f t  hir lapc." 

"(v) As re@s the question why the right of d i i i o n a l  and rndc- 
pendent inspect~on wa\ not exercised by the I.S.M., Washington, i t  ma) 
bestated that the purchase oftinncd milk (unlikean) frce forcipn r\i.hnnpc 
purchase) was under. . . . . . . . . . the Purchax Authorisation issued by t tic 
U.S. Department of Agriculture spc~ified as follo~rr :---. 

'The sale and final scttlcrncnt will hc h i r d  on an i~~qwc t i c~n  
ccnificatds) issued by thc In\pcction and (irading Branch. Ihir 
Division. Agriculture Marketing krvicc. I:.S. 1)spartnwit t,f 
Agriculture showing the qwr1it.v and wight  r . 4  cv;~pori~tcd ndL i1m1 
;I rtatemcrU that evaporat~d milk war pi1r.Lc.d in ;~ccor&lic.; wil h 



the rcquiremcnts of thc contractors 2nd of Section 4 of this autbo- 
risation.' 

"In view of above, the yucstion of carrqing out additional indepen- 
dent inspection to dcterminc thc quality or weight did not arise, as the 
fmal scttlcment had to be bnscd on inspection certificate issued hy :he 
Inspectors of US. Dcpannicnt of Agriculture." 

"(vi) Regarding the cstimatc of Rs. 78 lakhs, it may bc stat& that 
this was based on thc prices ruling in thc United Statcs in 1963. The 
packing cost of S 2 -00 npprosimatcly pcr wooden case (to contain 
48 Nos. of 14 1/2 oz. tins wcighing 51 lbs. approximately) includes labour 
for thc manufi~cturc of wotdcn c a w  of I 4.1 cubic fect capacity. Since 
the supplicrs of milk do not haw bohing facilities (thcir machinery being 
adaptcd to packing in cartom only by mechanical process), the additional 
cost of tr;lltrportstion and 1i:tndling plus the charges for manufacture of 
woodcri c;i\cs of thc above six. ni,liiing,'\taking them, freight from rbe 
mmufacturcrs to thc milk supplicrs. freight from milk >uppliers to por; of 
exist. ;~ddition:~l freight by sex for incrc;~wd \ olume, tn~tking an a l lo~:~ncc 
on 11ic cost of cartons. \\auld to~;tl upto $ 2 - 1  1 .  'Thus, the :otril 
additional cspcnditurc o n  801.697 crws contracted for on ~t - tdc 'n  
pcking u . ~ ~ ~ l d  ~vork out to $ 1 ." million (K,. 78 Iaht~~,."  

'.In rcgarcl to the Iiipsc, on thc pirt of 3linistrj 01' Dcfenrc jur.:,d 
out h j  the Coniniittcc, t l~at  >lini\tr! in a repit d n t d  4ih  October. 196s. 
Iiii\'c stilted : 

' ' ( L J )  'Ilic q-wcificatim for iintlcd milk ;ind i t% p x  king is too elaboraie 
;mi Icngthy to be coni.cycd in n cablc. I t  could only have been mailed 
to ISM Washington. On the 7th I>cccnihr.r. 1962. the Department of 
Supply informd ISM.. Washington. h! cnblc that the Dcfcnce Miniinis- 
try had becn request~d to cable instructions rcg,trding specifications, pac- 
kaging, dcstittntion and consigncr.. I n  r hc cable wnt to I.S.M., 
Washington by the Ministry of Finance o n  thc >awe da), nothing was 
mentioned about despatch of instrilclions rcprding spc~itications and 
packdging prcmn:rhly because [his had hccn mcntioncd in the  cahlc ,zrt 
hy the Dcpartmcnt of Supply". 

"Ths spccilicaiion for ti~incd mill, cantai~~ing ~ d s o  thc packing ;::- 
s t ruc t i~ )~~ ,  was scnt on thc 1 1 [ti 1)cccnlbi.r. 1962 !o thc 1ndi:ln Ernhiisl:\. 
\!'ashington. hy 1)iploni;ltic 13:lg. Catcrnr ':\', Gncc 111.11 lhs' n,-rm;I 
~ncrdc 01' dcslutch of' c . i ~r t~r i~ i~~n ic .~~ i c~ i t i  1 0  our tni>&m iihroaci. Tha:!g$ 
this codd ha\c bci\li hcnt 13) air mail. 1lc1;iy could !i;lrdl!. Ii;~vc k i n  .irtj- 
c ipa td  in >cndi~i:_.  ti^.. i . ; :~n~c  [!lr(.\ui!!~ 1)ir~lom:itis 13.1? a \  :kc. lattCl :i,:. :,, 
hc clC:ircd I h:tt \,cI.! <I:(! ." 



"As regards (b) and (c), it may be mentioned that, consequcnt to the 
Chinese aggression in late 1962, the Embarkation Headquarters, Bombay, 
wcre faced with the problem of heavy influx of imported Defence Stores 
from 1963 onwards. The establishment was not equipped, both with 
regard to staff and equipment, to handle this abnormal increase in work 
load. Unfortunately it took some time to augment the staff 
and equipment to match with the increase in work load. Various mcas- 
ures have now been taken to improve handling of Defence consignments 
at Bombay Port as described in this Ministry's note No. 26(2)/68/D(Mov), 
dated the 4th September, 1968, submitted to the Public Accounts Com- 
mittee with reference to the recommendations at S. Nos. 1 and 2 in 
Appendix V to the 15th Report (Fourth Lok Sabha) of the Committcc." 

"On the basis of the observations madc by the Public Accounts 
Committee at (b) and (c) in the above recommendation, instructions were 
also issued to the Embarkation Headquarters, Bombay, on 1st April. 
1966, that with a view to rule out the possibility of any future loss due to 
delay in clearing stocks from the docks and applying for marine survey 
in time, they should ensure that no undue delay occurred in thc clearance 
and onward despatch of stores after landing and that every possible effort 
is made to hold timely survey on damaecd stores and to prcfcr suitable 
claims against the party concerned ." 

"(d) In the Report of the Board of Officers appointed tocnquirc into 
the extent and causes of loss suffered by Government in the consignments 
of tinned milk received. . . . . . . . . a copy of which was submittcd to the 
SubCommittee of the Public Accounts Committee in March, 1965. the 
measures taken for survey and despatch of the consignments havc been 
described in Section V, paras 38 to 49, and losses in transit and in out- 
station depots in Section VI, paras 50 to 55. It will be seen from thcse 
two Sections of the Report of the Board of Officers that only sound 
cartons were sent to out-station depots by Detachment, CFL.Bombay. and 
dl care and precaution was taken in loading the cartons in the Railway 
wagons. The sound cartons were stacked in the wagon only five high. 
Further, the stock taken over by the Sup 1y Depot. Bombay 
were stacked under cover, cartons five high and k' ags containing loose 
tins, 3 high on proper dunnage. Out-station despatches were invariably 
made by the Supply Depot, Bombay, either in wooden boxcs procured 
locally or in empty ghee tins or tea chests and stacking in the wagons 
was also done only 5 high. The instructions issucd by the Army Head- 
quyters with regard to the steps to be taken for minimising losses have 
also been mentioned in para 48 of the Report." 

"The question of repacking of all thc consignments in wooden cases 
at the Port itself before despatch to outatation depots was also 
considered during June, 1963, when rcportsof heavylosses werercceived. 
It  was felt that, apart from the tremendous labour involved, it would 
entail considerable apemiitwe, add to the congestion in tbe Port Depot 
and delay despatches to consuming Units. The cost was roughly csti- 

at Rs. 200 per tonne and at this rate repacking of all the consign- 
ments in wooden cases would have involved a total expenditure of over 
R6.31 lakhs. E v a  then the loss could not havc becn avoided altogether 
because not only the eyer pcking but the tins wcre also found to be weak 
and affected by wntsmnauon." 



"It is accordingly considered that there was no failurc on the part of 
the authorities concerned in taking proper precautions and, as pointed 
out by the Board of Officer, losses in transit wcrc attributable to 
the samc causes that had led to the amval of damaged consignments, 
namely, weak tins and flimsy out packing." 

1.23. Tbe Committee are not satisfied with the reply of tbe 
Ministry of Defence regardjog delay in despatch of packing 
apedficptions to the India Sopply Mission, Washington which reached 
&em a week after the &st tender inquiry was fioatcd. Considering the 
fact that contracts were to be executed for stores worth about Rs. 2 crores 
.ad that these stores were emergeatly needed, the Ministry of Defe~ce 
could have advised the India Slipply Missfon Washitgton b~ cable, atoot 
dl the material facts relating to paclfmg spedfications. The least tbat they 
e d  have done was to hare ensured that the cammmication thnt h y  
auPt to the Mission in this regard did actually catch tbr diplomatic bag om 
the 11th December, 1962, failing which it should bave been despatebed 
by air mail. The Committee woold also Uke Gover~ment to ensme tbat 
a procedure is introdaced by whicb urgemt comm~oications sent by dfp- 
h t i c  bag wbich are not cleared on the expected day, are not allowed to 
d o  in tbe E x t d  Maim Mioistry bmt are invariabl~ witb&awu and 
scat by ab-mail. 
1 .  Tbe Committee r3so note from the reply of the Depuiment of Sapply 

that the spcci~tfom wpplicd by the Mimbtry of Defence to the hdir Sopply 
Mirdoo were m t  compltte. 'Zh Committee do not feel bappy over the n s o  J 
ummer in which tbe par!kdars of specifscations were despatcbed to the I.S.M., 
Wdhtgton for 8 tramactioo iovolvbg about Rs. 2 crores. 

1.25. Tbe Commfttn tdce a serious view of failure of the I.S.M., Washing- 
roa to detect the discrepancy ktween the US. packfag sperlficatiams incoqarat- 
ed lo t k  coatrrrtrts and tbe spcdfications received from India. Tbe Camndltec 
note that Mplioary promdings rwst the oilkids at default are mdcr may. 

1.26. The Committee mdd, however, like to ~ o i n t  oat that 1keHtd 
of tbe Purchase Midon did not exercise the c u e  tbat shoold bave teon stowm 
whUe rpprovfag a conbrad of this wgaitodc. 

1.27. The Committee mote from tbe reply of the Department of Sopply that 
tbc rigbt of addftiond and Mependent impaction provided for in  be codtact 
n u  m t  avaUed of by the I* Supply Mission as the fimal scttlrrtmt of tbc 
cl.ia was to be based on inspCct,on ccrti6cates to be issued by V.S. Depmmnt 
of ~ e d t u r e .  The Comdttee u e  enable to ~ d r r s t r ~ d  rh:, in that case 8 
redmmhnt claosc of this nature sbould at all have been iaco:~crat<d in the 
PIPocracat. 



RECOMMENDATIONSjOBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recornmeadation 
The Commiltec arc surprised that thc question of formal extension of the 

date or obtaining the certificate of sirworthiness was first considered by 
Govcrnmnt 3 5 1 9 t ~  1s four months aftcr thc cxpiry of the datc stipulated in the 
Agreement and that the firm did not even apply for such cxtcnsim uplil 
aftcr the rtctunl dim on which the certificate was obtained. 

(Sr. No. 2 of Appcndix V of 37111 Report Third LL)~,  Sahha) 

Action taken 

11 is agreed 1h.1t the fi~nl should have applied for cxtcnsion !;r.Lvc rhc 
expiry of the d:itc stipulated in tht  agrccnlcnt. 1r may. however., bc .iudeci that 
on 27-10-60 A .  V. Roc 3115 C3. L:d. gave notice undcr Articlc 16 of : : :c Agree- 
mmt that a delay i n  tllr p:rfimnlnct of 11lc Agrcemmt WJS likcly. This was 
on account of the fire at their works on 23-10-60 which destrcyxl rhcir 
exp~rimental building and sffxtcd the dcvclopmc~lt of second prototype. Thc 
date by which the full British Certificate of ,4irwocthinest sliould he \~bta:ncd 
was 31-7-61. It was too early then to take thc view that this date would not he 
fulfilled. Further, it was felt that though tllc fire might haw a contribu1o:y 
cffect in delaying the certification. the Force Majeure clauw had no appliu- 
tiun. Secondly, i t  had also b x n  decided in M a y  1960 that the bulk <$the air- 
craft to b: manufactured at the Aircraft Manufacturing Dcpor, Kanpur 
would be the Avro 748 S~r ics  I1 aircraft. Formal cxterlsion of time for o b  
taining the Certificate of Airworthiness for Serics I was considered ar .: moctiag 
of the Dzfence Minister's (Air) Committee held on 1-12-61 and it  w.13 agrecd 
that the date \hould be extended from 31-7-61 to 31-1 2-61. A.V. Roe & Co. 
were advised to apply to the Government of Indirt for. thc cxtcn\ion of t m c  
in t e r m  of the provisions conuii~cd in Articlc 9 of the' L~CCIICC .4grccrrent. 
A. V. Roe B; Co. :ipplied on 15-2-62 for a f o r m a l  c s t e n ~ i ~ v ~  of r l x  Jarc undcr 
Article 8 of thc Liccncc Agreement to 9-1-62, rhc J;t!c rw w1ric.i: :?r ;i:.t::.:l 
certificnte of nirwtwthinew war obraincd. 

Rccornmendation 



The Conlmittee also consider it ut~forlut~atc that such nn important deci- 
sion as drawing up a production schedule for a ncw and important project 
should have bccn left entirely to onc individual who was in charge of the 
project. 

[Sr. No. 3 of Appendix V of 37th Report Third LS] 
Action taken 



ANNEXURE #A' 
MINISTRY OF DEFENCE D(PS) 

SIJZWX: 37th Report of the Public Accounts Committee (Third Lok SablCo) 
1964-65. Policy decisions rcgurding setting up of iniportmt pfqWIs. 

The Public Accounts Committee in their 37th Report uhird Lok Sabha) 
196665, have stressed that policy decisions regarding the setting up of impor- 
tant projxts, involving large financial outlay and deployment of technical 
personnel, of which therc is continued shortage in the country, should bc 
taken only after a very careful and completc assessment of the various 
aspects involved. This observation of the Public Accounts Committee is 
brought to notice of D (HAGI) etc. for information and guidance. 

Sdl- MOKINDBR SMGH 
U .  Secretary (PS) 

Tele : 33489 

D(HAGO'D(HAL-I :D(BEL)/D(GR W/MD)/D(PROD),'ADAilA'!D 
(FF),~D/(NE;~JL)(PROJE ? TS)/Dfe. of Planning and Coordi,ration 

Whilc the- C mmittcc ;~ppwiatc the difficulty p n r e d  out by the 
Dzfencc Srtcrcrary in I-rtaining the trained pcrsonncl in the projcct for ;I 
longer p.:riod t h ~ y  c;tnn;l: hrlp obw~ving that thc withdra~.il of thcse per- 
sonnel, while the p i r j w  was still in its infancy was not i n  rhe bnst intellcst 
of the projwt. Th: Committee feel that only such pmonncl should haw 
been selected for the training abroad, as have bxn retained in the project 
for a pzriod of somt years after the training cvzn if trecruirrncnt had to b.. 
made from outside the Air Force to somc cxtcnt. 

[Sr. No. 4 0 of Ap. V of 37th Rcport (3id LS)] 
Action t.Lea 

Instruc~ionr have bxn  iisued to public ui~d:.rtakingc 11i.i~ only such pcr- 
snnn-I arc wloctcd in fuiurc for training abroad who crin be rctain*'d in thc 
project for a mn;id:-rib15 tim:. Tn 'his connzciinn copy of Ministry of 
D:fencc 1cttr.r N o .  17(63)/66/D(PS) datcd l3-EI96G I \  ;tttacbcd as 
AMexul c 'B'. 

[M of D:f:ncc. @:p?t. of Dzfence Production)] 
(0 M Nn. 10(6)/68/D (HALII) dt. 24-9-68.] 
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ANNEXURE '8 

No. 17(63)/66/D(PS) 
MINISTRY OF DEFENCE 

GOVBXNMENT OP INDIA 
New Delhi, the 13th May, '66 

To 
(1) 'Thc Managing Dircctor, 

HAL, Bombay (with G spare copies) 
BEL, Bangalore 
BEML, Bangalorc 
GRW, Calcutta 
MDL, Bombay 
Praga Tools Limited, Sccundcrabad 

(2) DGOF 
SUBJECT : Selectiort of pcrsoruwl jbr training abroad. 

I 2m dircctcd to say that inrinilscs have come to notice in which train- 
ing rrc. iv, d hy p: rwnnrl ::h:.oad coiild not bc madc full use of, as they were 
rcvrrtt d ;o 111. p;ir r lit s t r v i ~ .  on pr~nwiion, ctc. soon agfter such training. 

2. T am t 11- :t fort 10 r cquc5t jou ensure that in futurc on1y such per- 
sonnrl arc sr l *  ctcd fi)r rr:lini~ig :1b103d as can be rctained In thc project for 
a rc;wn:iblc p. i i (  d of thc time after the t~nining. 

Yours t'itithfully, 
Sd;'- hIOI31NDER SISGH, 

I'ndenr Secretary to  the Gov. of lnditl. 

[Sr. NO. 12 of i l ~ ~ .  V ~f 37th R ~ ~ r t  (3 L S)] 
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Action taken 
The delay in the sanction of works sesviccs could have also been avoided 

if a project report had been prepared. Attention in this conncction is also 
drawn to the reply furnished agnnist S1. No. 3. 

Rocommendation 
The Committee scgret to note thnt the production schedule has lagged 

so nlucli behind that the engines plccurCcl for thc aircraft have rcmaincd un- 
utilised for the entire warranty pcricd. Tl~c!' arc sorry to notc thnt it did not 
occur to m y  of the authosiscd to ask for thc cstcnsion of \vnrranly period 
before its expir!. They hop' that such lapscs would bc s\oidcd in future. 

[SI. SC.. 15 cf App. V of 37th Repost (3 LS)] 

Action Takcn 

Recommendation 
The Conlmittcc ~ o u l d  lik; 11) bc informed about thc results achieved by 

the special Committee appointed to scttle thc outstanding audit objections 
3cJ the action taken with s c g d  to the wrious 1:lpscs. 

[Sr. S o .  16 of App. Y of 37th Report (3 LS)] 

Action taken 

Out of the total number of nearly 1600 audit c.bjcctiws r::ised upto 
31-5-19fA only 31 remain to hc scttled and thcy arc in thc various stages ofbet- 
tlemcnt~rcgularisation. All the audit o t~ jcc t ion~ ha\ c k c n  'arc bcing cxsmincd 
in all aspects including rhc d i~c ip l in .~ r~  a4pccl nn tllc rncrit\ of c:~cli caw. 



MINISTRY OF DEFENCE 

1 am dircclcd to say that :in instance has comc to noticc in uhich the HX- 
mi:!!. pu:tr:intccd by a forcipi nianiifacturcr for a costly i t m  o f  equipment 
ilrywtccl 1y :I public undert:Ainp expircd hcfvrc the cquipmcnt could be us&. 
The undcixtliny did not take timcl! action to  movc for the extension of the 
w.ur::nt! pcriod by thc n ~ w u f r t c t u r i ~ ~  firm. I am. ti~trcfmx. :o requcsr that 
llcCcs\iil'> inftlrmation rcprd ing  thc w:lrrar:t> prmidcd by tlrc mnnufxturcrs 
s h , ~ l d  i!n:ir~rihly bc xccrt:iin~d n ~ d  ail etklrts mads t i )  bring the c q u i ~ m c n t  
in:o uw. wittun rhc stipuiilrcd pcricd of varrznty. I f ,  for arty reabon, it is 
a~: is+pat .d  that the equipment is not likely to bc uicd withir? the warranty 
period. ttmci:\ x t i o n  sl~ould tw t;tkt.n to ;~ppro;ch thc rn.lnufncturi.rs t o  c w n d  
I!': period oi w.trrnnt! t t .  L.,,\,,; [hi. rc\.iiti! \chcJul: cjr' u18;r:ctiin oi thc 
cqxipmcr~!. 



Action taken 

Noted. On the formation of thc Company vast power have been laid 
down in the articles of association and Memorandum of the Company which 
would not have otherwise been available to erstwhile aircraft Manufactur- 
ing Depot. 

The Project for manufacturing transport aircraft was conceiv~d in 1959 as 
a high priority project and national importance was given to it. From thc 
facts placed before them, thc Committee rcgrst to observe that the wholc 
project was badly planned and inefficicntly cxccutcd resulting in a crop of 
failurcs and &lays in achieving thc objxtivc. Thc Committee arc of the view 
that the chequered history of this important project should servc as wi object 
lesson to the Government that a poiicy decision to set up such an important 
project involving huge financial outlay and deployment of technical personnel 
of which thereis continued shortage in thecountry, should be takcn only after 
a very careful and complcte assessment of thc various problents involved. 

[Sr. No. 18 of App. V of 37th Report (3LS)) 

In thccasc of newfactories, project reports arc prcparcd with t11c nssistancc 
of collaborators. However, the observations of Public Accounts Committee 
have been noted and have also been brought to thc noticc of all c o n c d .  
In this connection a copy of Ministry of Dcfcncc u,'o No. 17(103)'64!D(PS), 
dated 22-12-66 is enclosed for information (Anncxurc). 



MINISTRY OF DEFENCE 

Suerr#=r : 37th Report of tiw Public Accounts Committee (Third Lok Sabk) 
1964-65. Policy decisiong regarding settinpup of important projects. 

The Public Accounts Committec in their 37th Report (Third Lok Sabha) 
1964-65, havc stressed that policy decisions regarding the setting-up of irnpr- 
tan& projects, involving large financial outlay and deployment of tech-1 
m o n n d ,  of which there is continued shortage in thc country, should be taken 
only after o vgr  careful and complcte asscssmcnt of the various aspects in- 
vohcd. This observation of the Estimates Committec is brought to the 
notkt  of D(HAG1) etc. for information and guidance. 

Sdi- MOHINDER SINGH 
Under Secretary (PS). 

Tcle : 33489 

o(HALI) lD(HALI1)1  D(BEL);D(GR w/Mi?)/ 11 (Prod/Aclmin)!D(Fy.) ' D 
(NF)ID(Projects)/Dtc. of Planning & Coordination. 

[M of D U. 0. No.-F-I7(203);66'D(PS), dated 22- 12-66] 

Whcn th: ngrccment bvith M ' s .  Haw-Lcr SiJJi'icy Aviaticsn Limit:d w;ls 
~;iped in July 1959, AVRO 743 u . ~ s  still in :t prototype s t q c  and its pcr- 
formance was not proved. 

[Sr. X ~ J .  19(Y, oi .-I;>;. V of 371h Rcp.  (3LS)I 

No p r o j ~ ~ t  report f o r  the I U ~ U ~ R C ~ U C C  of t l ~ c  aircraft at K.lnpur wns prr- 
pared. As iidrnittod by t hc Sp:A Sixretar!.. most of thc difiodiies could 
havc bccn resolvcd if a propcr projcct rcport h:d been prsparcd. Not on!? 
was no projc~t rcport prcparcd but also many of thc important dsisions such 
.ls (i) drawing up of production ~ch'dule Iwifhaut consultntiun \\it h collsbora- 
tors),(ii) selection of tcxlinical pcnmncl for tr.i~nirr:: :tbrdad, .lnd (iii) duntion 
of quch training ctc., wtrc icft cnrircly .it i i ~ :  dis~rctiori oi on: inJivtdu.ii 
oftiscr-in-chsrye of thc project. Th: d:si.;irm t.tk:t by hir:~ ;tnJ chc pr.?;r~. 
of th:: projwt ns a whole rvss p:rh.r?r nst r:\ wwJ :kt Cia :rntt\ent Icvi.! 
from timc to lime. 

[Sr. NO. 19 (h) of Aipr. V c r f  37th Kcport (3  LSl] 
(21) 



Action taken 

The defccts in the plnnnin_c and execution of the project crept in as a pro- 
per project report was not prepared. The Ofher-in-Chargc of the Project 
did not consider it necessary to consult the collaborators in connection 
uith the drawing up the schedulc of production. Hc was confident that he 
would be able to achieve the production target. Personnel for training in 
U.K. were selectcd with thc approval of Government. Thcy were traincd 
engineers and kncw something about the work. The main purpose of thcir 
wsit to UK w.1~ to familarise themselves with the operations of the aircraft in 
U.K. so that they could carry on the work in India with the assistance of the 
Collaborators technicians. The Officer-in-chorpc of the Project went to UK 
with the first batch of pcrsonncl on the 14th August, 1959. The second batch 
went to UK 3 littic latcr on 97th August, 1959 at n time wiicn he was in UK. 
I t  was his judgment that thc dumtion of' trnininp t h ~  was given to these pcr- 
some1 was adequate. The project as n whole Lvns reviewed in 1962 and it waz 
Jccidcd that the :~ircraft Manuf;icturin$ Dcpot should be orgrinis~d al.; :: 
Govi-rnrncnt Company under the Companies Act as early as possiblr with 
a view to gijc hufficicn: :luttmon>\ ;tnd orpnis;rtic:i::l flexibilit! rcquir~tl f c ~  
ach.irving maximum cficicnc!.. Subscqucntly ~viti :  r i v  sppointmrnt of the Tat:i 
C.omrnittce tiic inlplcrncntntio~~ of the decision to form a separate company 
was held in ~lbs!ancc. The ECC appro~cd the continuance of the production 
of thc A V R 0  736 aircraft for thc  IAF at thcir niecting held on 28th J i i n ~ .  
19G. Thc ECC also appro\.cd tho proposal that the aircraft Manuft~cturin~ 
Depot should bc separat~xi from thc Maintenance Command, which was 
implemcntcd \\.it11 e l k t  from 1-8- 1963. On 1 1-13] 963, ECC approvcd the 
proposal that a separate public limited company should be formed to bc 
responsible for the mmufacturc of transport aircraft at Kanpur. Further 
riction to iinalise tllc articles of association, the capital structure ctc.. took 
about thwc months. hleat~whiic in March 1964. the ECC approvrd t1:c 
formation of 3 single aircraft corporation comprising thc MIG Complcs 
(:kronsutics 11:dia Limitcd. Aircmft Manufacturing Dcpot and Hindustan 
Aircraft Limiw? Bangalorc). A5 2 first step townrds thi: cnd, Aircraft Manu- 
facturing Lhpot was transfcrrcd to the management of Aeronautics indin 
Limited with cAkt from \st  Junr. 1964. 

Thc l.ic-::~..l:. C m p m y  friilci! to obtain lilt. Uri~il.;h Cc~tificaiinn of ai l -  
worthincs., b. : ;:,t July, 1061. il;c 6:lte prcnidcii i i i  t h e  spccnwnt. t l : ~  ccrii- 
ficatc was c~k!lr.cJ on  tile 9th J:inuar!. 1962. 

{St.. No. 19Sa) s f  App. V. of 37th Report (3LS)J 

Recommendation 

The petlttrniclncc ~f both Av:o S .;, 1 iind Scrirs n ;tilcraft WCIV ~ h m t  
of thc guaranwe grvt n by thc I ~ c l  1 1 * ( ~ .  In  w m c  ~ c s p  ct thc pcrfc9rm:tnce of 
s 1 i r t 1 1  r:;~r.;~n!tt d for S r j l L ~  I tv .n.  

[Sr. k. 19(i) of App ~rt l ix  V of 37th Rcpot t (3IS)l 



Action taken 
A decision to place orders for Series TI aircraft ~vhicli had h e n  promised 

much better pcrfonnancc than Series I Aircraft had becn taken by Govern- 
mcnt in January, 1960, long bcfc>rc tlw actual pcrfo~mnncc of Series I was 
known. 

Recommendation 
Both the original productiotl schcdulc drawn up in July, 1959 and the re- 

vised production schedule drawn in Scptcmbcr. 1962 proved to be grossly 
unrealistic. Only 4 aircraft wcrc actuslly produced upto thc end of the 
year 1964 as against thc oripin:lI production schedulc of 51 aircraft. Sur- 
prising the officer responsible for drawing up the production schcdulc did not 
think it necessary to consult the collaborntorc. The fact that after the project 
was transferred tlnderthr management of a Company. it uras considered necess- 
ary LO consult tlic co1laborator.s in drawing up ;I realistic production rchcdule 
indicates that it was a11 the more ~~cccwary to conwlt them in 1959 when the 
manufactr~ring unit had no cxpcri~ncc ;ih>ltt the xircri~ft . Even after thc~r  
first failure tlic project authoritirs did not dccm i t  ncccwiry to comult thc 
collahorntor tl~ouph under. the :\grccmcnr t l ~ c y  \\.i:rc i ~ t i n d  r o  giw t>Cctsi:tiv 
pidnncc \vhich in fiict ~ h c y  did \\!~cn :ippro;rchcd. 

LS;.. St). 19(f, ~II' ..\pp. 1' of 37th K~p\ l : t  
i? LS)] 

Action taken 
It is truc that it would 11:iv: hccn :rdvi\;rhlc 1 1 )  ~ m i ~ u l r  ~ h c  ~<~li.ib.>rat~:s 

bcforc prcp;rr;~tion of a production !,chcdulc. Howcver. a Ions term plan of 
production is possible only on the basic of ~ubstnlitisl f i r m  orders, Only 
picccmcal orders wcrc placcd. In June, 1963 thc Enicrgency Committee of 
the Cabinet decidcd that 29 aircraft for communication and training purposes 
rcquircd by th t  TAF should hc n~;inuf;tcrurcd. X ilecidon on the manufac- 
ture of a rear leading Military Frcightcr aircr;\ft \\.:is to hc. taken in due course 
nftcr flight trial\ of 738 hfF vnd Caribou aircsair. Thc fl i~ht  trials Lverc mm- 
pktcd onl), ;iftcr. 1964 and HS 748 hlF \\..\r not S o i l n d  suitithlc. to nir'r't ::IF 
rcquircmcn~\. Please scc the rcmiirkc c1g:tinzt SI. No. 20 ;ibo. 

Rccomrendotion 



like to know the outcome of the requcst made for extension of the warranty 
period. 

[Sr. No. 19(k) of Appendix Vof 
37th Report (3 LS)]. 

Action taken 
Please see rcmarks against SI. No. 15. 
Government have been able to get a reduction of 150,000 only in liccncc 

fee partly because of shortfall in the respective performance guarantee of 
Scries I and Series I1 aircraft. 

[Sr. No. 1 9 0  of Appendix V of 37th Report 
(3 LS)I 

It is a statement of fact. It may be added that a decision to place orderts 
for serics 11 aircraft. which had been promised much better performance that 
SeriesTaircraft had been taken by Government in January, 1%0 long before 
the actual performance of Scries I aircraft was known. 

There were as many as 1600 objections in the maintenance of cost accounts 
by the AMD. There was also inordinate &lay in handing owr the work 
of maintenance of accounts to the Defence Accounts Department. The 
Committee would like to know about the progress made in settlement of the 
audit objections and the action taken against the officers concerned. 

[Sr. No. 19(n) of Appendix V of 
37th Report (3 LS)] 

All except 39 audit objections have been settled. Thc position regarding 
these objections is as follows : 

Present position 
-- 

No. of Objections 

(a) No. of cases on which Govt. sanction is to be 16 
issued, 

@) No. of cases to be closed by CDA (AF) 2 
(c) No, of cases bearing on the~vaiuc of asset\ and liabilities 

of AMD as on 31-.S64 2 1 
SP 

The financia! e&ct of audit objcctiom ncntioncd at C' above has bccn 
iooorporatcd in the statements of asbcrs and liabilities which i s  under 
consideration. Thex objections will be xttlcd when the sanction is issued. 
The A d t  Objections referred to Govt. are examined in all aspcta including 
tfae dbciplinsry atpcct on the merits of each caac. 



Recommendation 
Thc Com~nittcc regrct to note that although the shortages in manpower 

have existed in BRD sincc 1958, no cffectivc steps werc taken to make up de- 
ficiencies. (Tn this connection, the Committee were infor mcd that on the par- 
tition of the country, while the I.A.F. inherited n number of flying formations, 
no maintenances unit fell to our lot because 311 those were located in West 
Pakistan. Hencc since partition, the Aircraft Repair Depot set up at Kanpur 
on 15th August, 1947, was thc only tepair depot available to IAF). 
Tt is also rcgretable that the percentage of actual strength to sanctioned es- 
tablishnlcnt was 45% during the year 1963, when the rcpair work had accu- 
mulate in lnrge dimensions. It is not clear why the manpower actually de- 
creased in BRD in 1963 instead of increasing. This point requires furthcr 
looking into by the Defence Ministry. 

The Committee also note that some staff were transfencd from the BRD. 
and RMD and other Air Force Units to the Aircraft Manufacturing De- 
pot* Kanpur which was established in 1960 under the Maintenance Command 
of the Air Force. Besidcs, in a few cases, Air Force personnel belonging to  
other unit$ workcd at AMD without being cfficially attached to that unit. 
This was possible because all the three Air Force unit5 (BRD, RMD and 
AMD) Here in the same station and under the same AOC-in-C, Maintenance 
Command. The Committee regret to point out that on the one band the 
rcpair work was falling into arrenr and on the other hand ex~erienccd tcchm- 
cal staff was withdrawn from the BRD and RblD and other Air Force unm 
for the AMD, resulting in furthcr deterioration of the rcpair capatit). 

[SI. No. 23 of App. V of 37111 Report (XS)] 
Action Taken 

Notcd. Thc msnpowct of 1 BRD was nctuall) d e c ~ e a d  In 1963 to mett 
t hc rtquircments of new u~m raised consequent on t hr Chincsc aggession 
1n October. 1962. 

Thc Conlmittrc cannot but express their great surprisc and rcgret at thi> 
lack of planning in the past in regard to the system of mintcnancc planning. 

[Sr. No. 25 of App. V of 37th Report 
(3 WI 

Action taken 
Notcd. It may be stated that Air Hqrs. make continuous efforts to inl- 

prove upon past perform;~ncc and plan futiturt maintcnancc for aircrart in 3 
more syctcn~atic manner. 

Recommendation 
The Comm~ttcc are sur pr i x d  that in the pitst there \ \as no wienttfic systt m 

for recording consumption data of sparcs during overhaul. The procisicn 
of spares was thereforc not free from inaccuracies. The result uas that 
unwanted spares werc nccumulated and an  the other hand thr necessary 
spares were short provisioned or some of thtm not provisioned st U. In 
this connection, the Committee understand that in the case of one perticuhr 
type of itifcraft the valuc of spmes und supporting qcwnd cquipmcnt order 



' 

ovcr a pcriod of six ycars exceeds 160>< of thc initid cost of thc air~rafr. 
Considering that the nvcrngc u t i l i~ t ion  for each aircraft comes to Icss than 
200 hours n ycnr, amount of sparcs purchiiscd sccms 10 bc cxccssive. 

While the Committee :~ppreciote that no pcrfcct system can be dcviscd 
avoid sonic accumulation or uncxpclxctcd shoitnpc, what the Committee fail 
to understand is why even thc ncccssary ~-ccoldz ol'consumption ctc., were 
not maintained. The Committee ale, however. gli~d to be nssurcd that thc 
Air Force have started m:~intninin~ consumption data of sparcs for :~ircrnfi 
production from April, 1964. 

In vicw of the serious difficultich cxpcr~c'nccd i n  tlic post in repal J to r!;c 
pro\isioning or  >pares for the ~urcraft, thc Committec b o p  that continud 
m d  serious mention will be besto\\cd on the v,trious recomrncndation~ made 
by the L31 Cornmittec. for improving t l ~ c  .;ysrt'm o f  t v c v  i\ionin:: :~nd r . . t7 i r l r . -  
111~nt of stor~'4. 

Thc Cwnmiitsc fccl concrrnd w.cr tllc s1iortf;ill in lhc tasks al1ottt.J In 
the Bast Repair Dcpot during the )car> 1961 to 1964. \Yhnt is lnorc 1k.c 
asks carried out iverc not in proportion to thc ; I C I U ; I ~  strc~~gth i i \  ;lilab!e 
in the Depot. During (tic yeor 1961. altl~ough thc cffccti\c mannin~ \ tdi  
62';;in important trades, the production rcspri.\cntcd ~ml! 40 . I  7 ;  of rhc r.tr;,t. 
Similarly thc :.:As can-icd out i n  19634~4 ucrc ~ L I I  i n  proportion to tiic ;!ctuiil 
manning for important trades. Thc Committee arc, i m w c r .  giad~o :lak .I 
distinct isnprovrment in the actual nlanning pohiori vis-a-vis the smciinnctl 
establi~hment on 30-9-1964 as comparcd t o  thc p&tion on 31-12-63. Y!;c 
Committee hopc that this pod  trend \\.ill conunw and that thc t.!sft'l:i : y f  
quarterly rr\%w introduced by the .Air HQ nil1 produce result\. 

[Sr. No. 26, 27 fi: 3 of App. 1' of 37111 R L ~ ;  t 
13 LS)] 

Action taken 
SI. So. 26 Sotcd. 
Sl. .Ib. 2: Sotcd. 
SI. il;L). 26 hotcd. 

Tbc Coininiitw dcsirc that the rcp:~irnhlc ciprpmcnt hould be per ~ c d ~ , ' -  
iy inspected ;ird those \ v h k h  arc hcjcrr;d ciofiomic.al repair-s s l~o i~ ld  hi: Ji\- 
;,owst uf or cmubiliscd in tirnc to prwid:. \.; ; ' . : r . ~  prrts for O ~ I : L I ,  a ~ c f ~ : ! t  
vhicl? might hc nciding such sparc.. 

[Sr. No. 29 of' .\;I;'. 1' 1.1' 37th Kclrrrrr r ?  I . % ) ]  

Action Inhm 



pairable equipment has also been provided for to obviate deterioration in 
storage and to resort to cannibalisation in suitable cases with approval of 
appropriate authoriy. Government have also agreed in principle to  the 
disposal of surplus cquipment pertaining to certain older types of aucraft 
like Harvards, Toofani, Liberator, ctc. Special Boards to survey repairable] 
surplus stores werc also set up to look into the repairable holdings at A.F. 
Station, Kanpur and AFD (Air Force Depot), HAL and the surplus electro- 
nrc and electrical storcs at Equipment-Depot Bombay. 

Recommendation 
The Committcc arc glad to note that thc Ministry arc taking internal steps 

to reorganise the cxisting repairs depots on a more rational and scientific bass 
with a view to facilitate better production. The Committee desire that the 
work regarding assessment of repairableaircraft and other cquiprnent as well 
as: reorganisation of thc repair dcpots should be completcd expeditiously. 

Thc Committcc desire that the functions of No. 2 B.R.D., Maharajpur 
should be carcfully chalked out and it5 rcquircmcnts of manpower and 
machincry propcrly planned. 

[Sr. No. 30 & 3 I of App. V of 37th Rcport (3 LS)] 

Actien Taken 
S1. No. 10--The re-organisation of thc repair dcpols Ius  t c c n  donc. The 

asscsmcnt of aircraft repair rcquircmcnts is now d o ~ x  on ;I more sciuntific 
basis and thc allocation of repair work he t~ccn  Air Force rcpair dcpots 
and H A L  dcfincd fbr facilitating propcr planning. 
Si. No. 31 Notcd. 

The Con~m~ttce ftcl conccrncd 01 cr t hc pcrsi3trnt and h c a  j shonfdls 
In the tashs dlott~ui to thc RcpJir and Maintenance Depot, rcsultjng in a 
large accumulrition of rcpairablc items, some of them dating from 1950. They 
are surprised to lrnrn that the tasks allottcd to thc R.M.D. in thc past borc 
no relation to its cstablishmcnt or capacity to undcnakc those tasks, resulting 
in  considerably riduccd output. The Committee, therefore, c.mot under- 
stand the purpose of ussigning such taAs. They cannot escape thc conctusion 
that thc R.M.D. sufferid from neglect in the past. The) have been assured 
that thc technical committee referred to in para 33-would be looking into 
this problem. Thc Committee h o p  that in future, the task allottsd to R.M.D. 
will bc propcrly co-related to the cxpcctcd arisiags, actual establisb- 
m n t  and the avsilable capacity. Their observations r e e n g  introduction 
of a scientific system for manmng made in respect of BRD dso apply in this 
Cast, 

[Sr. No. 35 of App. V of 37th Report (3 LS)] 

The observations arc notcd. The Technical Committee rdencd to hcrc 
has completed its work in respect of cumnt a d t  and this has lcd to a kt- 
ter appreciation of the regummmts of components in the uniw optraring 
Pir#aft, optimum stocks (hat shauki be held and repair capcity that shouhI 
be available. This study is however a continuous one. Onc cannot, b- 
cw, understate the difficulties in asxssing requimmnls for new o i d t .  
M67LSSI 68 



in providing for erratic cornsumption of parts o r  utiiisation factors, etc. A. 
procedure has also been introduced t o  relate tasks of repair more closely t o  
rcquiremcnts and capacity at thc repair depots. 

T o  sum up. the unsatisfactory features in both these cases are as under :-- 
(a) There is a verx high number of aircraft requiring rcpllir I!ing with the 

.Air Forcc. 

(b) Thc main reasons for accu~nulation of rcpairablc :lircr;~ft \\.its statcd 
;is imdquacy  of man power and siiortayc of qwrcs. The inndcquacy of 
manpower has k n  attrihutcd to thc sudden expsn~tori of thc Air Forcc. 
The Committee 11otc uith conccrn that despite the opcriirlg of an Air Forcc 
Technical Training Schoc~l in Ma\ .  1960 with training c;~pacil! of 1000 
technicians per !,car. the shnrt:cgc> in  manpmtcr in thc h e  Repair Depot 
and Rcpllir 8; hlaintc~uncc t>cpklt ha\,c ccminucd. Thc Suh-C'ommittcc 
u t r c  assur~d th:~t the protrlcm of' shortaccc of tcchnic:11 st:lfT \ \ odd  hc soI\cd 
b:: the yc:lr 1967 and in somc trade\ by 1969 \vhcn thc training quola wai, 
complet~d. The Comrnittcc &\ire that acrious :cticntion shnuld be paid h!. 
tht Dcfcnoc Ministi-) to thia problem ~vhich is confronting the  \aric.u\ rcpitir 
units and the ~ o r k s h n p s  of' thc  A i r  f orcc. The! hope  ha! thc mmnjnp 
of the nc\v repair depol.; including Nos. 2 and 3 HKLh \ + i l l  bc planncd on n 
scientific basis. 

(c) Thc Cornmittcc note that bccausc of' thc actual m:inning of the B a s  
Kepair being considerah!\ short of the sanctinnrd cstdblishrncnt. the tasks AIo- 
trd were 1101 fulfilled. f-urthcrmorc. thc actual work donc h!. the staff :ivail- 
sblc wa\ also not in proportion to thc strength. For instance during the year 
196halthough the perccntap of manning to thr c\tnhli\hrnr.nt for irnpor- 
tan! trades was 62. the actual production reprcscnted only Jh", of thc target. 
The Committee. thercforc. fccl that thcrc i i  ti  necd for evolving some scicn~ific 
\ystem to  determine the rcquiremcnts of manpoucr. T h q  were piwn to 
understand that a system has b a n  introduced from 1964 u hrrcb) rcvicw 
fur every three months tvould be made todctcrrninc how c~i~c t l .  thc uork donc 
compared with the manpower and the resourcxs n~ailahlc. The Commit- 
tee derirc that the matter should he kept under c o n s m r  watch to  ensure that 
t hcse reviews were effective. 

(d) With regard t o  the spares. the Cornmittcc wen. informed that thcrc wcrc 
3 number of difficulties in their provisioning: c.g. first difliculty of forcian 
cxchangg : secondly, difficulty in obtaining sparcc for ccrrain obsolete aircraft ; 
thirdly. lack of scientific system of recording thc consumption data ofbparcs. 
The La1 Committee appointed in 1%3 poinrd  out certain d c f m s  in thc 
5ystrm of provisioning which were being rmedicd. Thc Committee regret to 
note t hat although the problcm regarding provkioninp of spare\ was not ncw 
to  the Air Force, no  effcctivc steps werc tnkcn till 1963 t o  go into thlr matter 
rn any detail. Even now the Ministry haw not h e n  able to  devihc a fool- 
proof system. According to the Defence Sccretarfs o ~ n  admisrjon on thc 
onc hmd the Ministry had di f f i l ty  in ectting foreign c~change  for pracurc- 
men& of spares and o n  the other hand they u t i l ~ x d  thcfordgn cxchangc 
made available to them for purchasing the spare+ which wcrc not urgently 
roqwrcd. The Committee hop that Lhc sybtem would bc put on  sound and 
scientific lim in  the ncar future. 



(e) The Committee were informed during evidence that it was not pro- 
posed t o  build up more repair facilities for obsolescent aircraft as  it would 
take nearly two to  three years t o  build them in the right dimenuons by 
which time most of these aircraft would have t o  go out of servjce. i t  was 
proposcd t o  concentrate on the repair facilities for standard~sed aircraft. 
While the Committee appreciate this, they would like the Ministry t o  exarmne 
thoroughly whctherwithoutclcaring the backlog of obsolescent aircraft held 
in repairable condition, they would be able t o  meet fully the requirements 
of the Air Force until new aircraft were available. 

( f )  Thcrc haic becn considcrnble delays in setting up s u r v q  Boards to 
rccommcnd whether rcpairablc aircraft should hc catcgoriscd beyond econcb 
mica? rcp:lirh for disposal action. 

Action Tahcn 

(hi Ah h.1, t)c.~i noted h! ttic C'amn~ittcc. t h c  pscc of'cup.in\ion in the Air 
i put ;! c c ~ n d r r a h l e  str.ii11 i n  manning t h ~  Air f-orcc adcquatcl? parti- 
cularly in thc tcL.tlnic;iI tr;idc,. i\ here training and c\pcricncc c ~ f  a f c ~  year> 
ar.c :i pr~.-r~.c;c1i4tc t o  attain the rcquircd dcgrcc of spccd. cf icicn~y and 
\ L I I I .  I t  c an  h. , t u t ~ d  tfi:rt \pcci:il tr:rininp n~c~\ur .c \  taker! \ince 1963 haw 
I.! s:\d i a r p  rc\ulrcci in n con\idcrablc irn~roicnicnt i n  t hc m;tnnlng position. 

(dl \\'hili. ;I numtrcr of rcconimenci.itims of the La1 Committcr ha\c bcen 
t i r  arc I?i.ing i~iiplcmcntcd, cotitinuou~ rc\icu of thc provisionin_c. procedures 
and s!\tcm\ i\ h4ng donc :tnd impro\emcnts made 33 nccewif!. It pa)  be 
\ t a t ~ d  hcrc that 3pareh depots arc being orpsniscd d o n g  sidc the repair 
cicpc.:, not onl! t t r  probide a closer fccding point to  the repair dtpota b ~ t  Jso 
ru hclp 111 bcttcr :tsmsmcnt of thc sparc require~ncnts for the repair prog- 
r ; rmri l~~.  Ccrt;tiri other steps--- lhc dctails of u hich ~ o u l d  bc. p r r h a p  not 
i m p ~ v t m t  cnough for de ta i l~d  description her+-arc also heing taken to 
>y.tcrn;tt!\c ;rnd strciindirlc the provi\iorring cffort and rnaintcnrzncc suyrort. 

(c) The rctieu wggcstcd b! the Committw is in fact hcing carried out 
cvcry !car now at the timc of planning the repair task rtyuirementa for thc 
imrntuliatc ;tud long tcrm ncds. i1n clcmcnt of caution is applicd and tasks 
;rdjustcd to c11sur.c as far as possiblc thc actual nccds of the IAF. 

( i )  Plc;lsc see remarks against para 29. 

H h ~ l c  on rhc suhjcc-r of u rcpair and mnintcnancr of aircraft t k  
Committcs would like the Ministry of &fence t o  g iw their scrious and 
silstiiincd attention to  thc following s u ~ c s t i o n s  :- 

tii, h Mnintenancr Planning Team should be set up ttsll in advaarx: 
&fort: :I ncw aircrnft i s  hroupht into service so that i t  can chdk  
out ;I propcr maintcnuncc plan instead of relying r.crmplctdy and 
mwhanically on mnnufwurcr's rwommcndnrians. 



(iii) Standing Planning and Provisioning Committee should be set up at 
each repair and overhaul depot to analyse the tasks given and prepare 
production plans for the future. 

(iv) The Committee understand that the unserviceability of most of the 
aircraft in the Air Force is becausc of shortage of incxpcnsive items. 
This factor should be carefully analysed and holdings of such items 
in field units should be liberaliscd. 

(1.) Quick and effective action should be taken to wccd out obsolctc and 
surplus stores uhich are not required. 

[Sr. No. 37 of App. V of 37rh Reporf (63 LS)] 

Action Taken 
(ii) Noted. 
(iii) Noted. 
(iv) Provisioning of such stores has brcn agreed to be done on annual 

basis for 45 ~nonths requirements. Libcralisation of holdings at unit on a 
unif'orm basis for all itcms is perhaps not desirable since it could l e d  to sur- 
plus holding of a large number of itcms. Normally units arc expected to 
demand and hold up to 4 months requirements. But shortage due fluctua- 
tions in consumption can occur. Air HQrb. are stared to h a w  taken certain 
steps to analysc and cwmine such shortages and cvolve remdial stcps. 

(\)&Please scc reply to para 33. 

Tn: Cxnmittw de,ire that the quostion of prov~sion of adcquatc covcred 
accommodation in the various supply depots and improvcmcnt of thc eGsriny 
godowns should be @\en rrious attention hj the Ministry. The Comrnittce 
fed that ultimatcly the expenditureonconrtruction of covered accommodation 
and improvement of existing godowns would be more economical than in- 
curring of recurring losses due to deterioration of food supplies and other 
perishable commodities for want of suitablc covered accomrndation. 
[IS. No. 43. Para 47, Appendix 1 ' cf f 7th Report (Third LOX SohI~a)] 

Tbc fdcommendation has been notcd for compliance. The problem has 
to bc tackled on a long term basis after duc assessment of the ddiciency of' 
C,OVC);& accommodation taking into account the authorid holding of each 
depot. This is being done by the Army authoritia. 

@) tbc dctay in dabring the lctodtr of milk tinned from the do&; 



Action Taken 
As regards (b) and (c), it may be mentioned that, consequent to the 

Chinese aggression in late 1962, the Embarkation Headquarters, Bombay, 
were faced with the problem of hcavy inflex of imported Defence stores from 
1963 onwards. The establishment was not equipped, both with re 
stafi and equipment, to handle this abnormal increase in work l o a k ' E  
fortunately, it took some time to augment the staff and equipment to match 
with the increase in work load. Various measures have now been taken 
to improve handling of Defence consignment at Bombay Port as described 
in this Ministry's note No. 26(2),'68/D(Mov), dated the 4th September 1968, 
submitted to the Public Accounts Committee with reference to the recorn 
mendations at S. Nos. 1 and 2 in Appendix V to the 15th Report (Fourth 
Lok Sabba) of the Comrnittec, 

3. On thc basis of the obscrbations made by thc Public Accounts Com- 
mittee at (b) and (c), in the abme recommendation. instructions were also 
issued to thc Embarkation Headquarters, Bcmbay. on 1st April 1966, 
[hat with 3 \iew to rule out the possiblity of any future loss due to delay 
In clearing stocks from the docks and applying for marine survey in time, 
they should ensure that no undue delay occurred in the claerance and onward 
despatch of stores after landing and that every possible effort is made to 
hold timely sur\ey on damaged wres and to prefer suitable claims against 
the party concerned. 



RECOMMENDATIONS/OBSERVATIONS WHICH THE COMMITTEE 
DO NOT DESIRE TO PURSUE IN VIEW OF THE REPLIES 

OF THE GOVERNMENT 

The Committee feel that the period of training given to these officers 
was inadequate, as it does not seem possible that proper training could bc 
imparted to them during such a short period. The Committee are surprised 
that the Ministry did not keep themselves informed as to whether there had 
been proper and full utilisation of the facilities for training in different 
directions which had been secured under the Agreement e.g., in regard to 
designs, development and manufacturing methods in the works of the colla- 
borators and their subsidiaries. 

[Sr. No. 4(i) of rhr App. V. of 37th R q r .  (3 L.S.)] 

Action Taken 
The training imparted to these officers for a period of about 4 weeks 

was in the nature of familiarisation with production processes. The train- 
ing of personnel in design and development of aircarft for this project was 
not considered necessary as subsequ. nt ly the requirement of aircraft 
changed. However two officers were trained for longer period\ viz.. six; 
months each during July 1962-January 1963. 

Recommendations 
The Committee observe that the explanation given by the Special Sec- 

retary is hardly consistent with the statement that lack c ~ f  cspnencc and 
shortage of technical personnel were among the main reastw for the poor 
achievement in manufacturs. 

[Sr. KO. qi i )  rf App. If. of 37th  rep^. (3 L.S.)] 
Action Taken 

10 officers. airmen and civilians who were trained in U.K. w r c  posted 
out of AMD. Most of them had served in Aircraft Manufacturing Depot 
for 3 to 4) years before they were posted out.! It is agreed that the knowledge 
and experience gained by them would have heen beneficial to the project. 
However, the requirement of trained and experienced personnel was far 
more than this number. The fact that the project suffered due to lack of 
expnieoce and shortage of personnel, therefore. would not have substantially 
changed by the retention of these personnel. It rnay be mentioned that thc 
manufacture of a transport aircraft was undertaken for the first time in 
the country. The statement made by the Special S~rrcqar!. may he wnsi- 
dered in this context. 

[ Ministrj i,/' Dc fence ( Dcptl. qf Dcfencc I'rohc~ion) 0. . I / .  .I 0. 1 Q( B)!6W 
D ( N A L I I )  d. 24-0- 1968.3 

The Committee observed from a note furnished by the Ministry in April, 
1965 thas these specialists worked with our technicians on the floor guiding 



ltheir efforts, correcting thair faults and advising them on each of the problems 
,that arose. The pattern of training (according to the Ministry) was such 
that no records for training were maintained in writing. The Committee 
suggest that the Ministry should consider whether the fact that for a period 
of nearly 4 years there has been only a question of assembling the parts 
imported as assemblies/sub-assemblies has reduced the utility of the foreign 
specialists maintained in this country or has extended unduly the period of 
their stay in India. 

ISr. No. 5 of App. I.' of' 37th Rept. (3 LS.)] 

Action Taken 

I t  is accepted that the benefit from the employment of foreign technicians 
was limited as. during the first few years the activity was confined to the as- 
sembly of the aircraft only. From the statement regarding the employment of 
foreign specialists given in answer to Q. No. 13 of the supplementary Ques- 
tionnaire it will be seen that on an average 4 foreign specialists were employed 
at a time. In fact from June 1962 upto August, 1964 the number employed 
at a time avcrnged onc. This specialist was a Strcssman who is approved 
by the Design Office to \\ark in this capacity. 

HAL has started manufacture of pans from raw materials. in order to 
provide necessary technical know-how in this new venture and to strengthen 
some other Sections, in June 1964 i t   as agreed with HSAL that they would 
loan the services of 4 specialists to Kanpur Dikirion. The Executike Director 
of HSAL who carried out an assessment of the rewurces of this Division 
rn July 1964 n1w had cniphasised the necessity of employment of HSAL 
qwcinlists. 

A q-qdcmcntary IISL sl~oi\ing thc tmployrncnt of fvrcign specialists is 
cncloscd as 'Appcndi~ 'A'. I t  wi l l  be wen ~ha l  at present 3 specialists arc 
cmplcyd at Knnpur. The present assessment of HAL is that two of these 
specialists (other than the Stressm:in) will not be rcquircd beyond one year. 
It is also proposed to depute nn engineer for training as Stressman shortly. 
Thcrcaftcr thc scrviccs of foreign Strcssman will be dispnsed \\ith. 

In future. only spccidim r:.qu;rcd for spccific purposes c.g. :nbtallstion 
c d  n1odific:itions rcquircd by 1.4C in thc basic ;iitcriift and cxpcrt in tooling 
for rok cquipmcnt f~;r Xavigator Traincr version would bc cngagcd 
b) H A L .  

Recommendation 
The Con~nlittcc arc of the v i w  that while cxonomy and foreign exchange 

arc important considerations cvcn in defence requirement, the stme cannot 
wpersc.de more vital considerations vi:. operational clficiency and urgsnc) 
of IAF requircmcnts. Taking inlo considercltion thc fact that A~rcr 748. 
Scries I & I 1  aircrnft did not come up to the spccitications or csjwctatims. 
and the fact that the n.ccJ of thc army and the air force is for an i~ircmfr 
with spccific char:~ciertsrics, tlrc Conmittcc suggcst {hat thc question of 
--- -.- - --- -- -" - .-- - - - - - - -- 

'Not printcd. 



suitability of Caribou Mk I1 for IAF requirements may also be processed 
simultaneously, so that in the event of Avro 748 MF being found unsuitable 
no time will be lost in exploring an alternative aircraft. 

[S. No. 6 App. V of 37th Rept. (3 L.S.)] 
Action Taken 

The flight tests of Avro 748 MF have been completed by the IAF. Caribou 
I1 and French aircraft Breguet 941 have also been tested by the IAF. Avro 
748 MF and Breguet 941 have not been found suitable for IAF requirements. 
Caribou I1 comes close to meeting requirements. A final decision, how- 
ever, can only be arrived at after environmental trials of Caribou I1 Air- 
craft. 

It was not possible to continue negotiations in connection with Caribou 
as the aircraft had not reached production status. The embargo on military 
hardware after the September 1965 conflict with Pakistan had also held up 
negotiations. The ban has now been lifted and matter is under consideration 
in Air Headquarters. The Public Accounts Committee will be informed 
in due course of the decision of Government in the matter. 

It is clear that late supply of components was one of the factors which 
also delayed production programme. The Committee would like to be 
informed about the action, if any, taken to realise liquidated damages from 
the collaborators. 

[Sr. ?Go. 7 of App. 1'. qf 3771 Rcpr. (3 L. S.)] 

Action Taken 
The Licence Agreement of 1959 does not provide for levy of liquidated 

damages for delay in delivery of components by HSAL. DGISM. London 
has obtained legal opinion in connection with the levy of liquidated damages 
under the provisions of ISM Revised Standard Conditions of Contract 
under which the orders for Avro 748 aircraft were placed on HSAL. The 
legal opinion was that the provision in the ISM Revised Standard Conditions 
of Contrad was not sufficient to secure damages to us in law. For liquidated 
damages by its very nature the conditions must vary from case to case, 
according to circumstances of each case. It was, therefore, futilc to fix a 
standard condition fixing the liquidated damages. The clause regarding 
liquidated damages was specifically included by DGISM. London in the 
cantracts for Avro 748 aircraft sets 5-16. HSAL did not accept the clause 
regarding the Liquidated damages and stated that it would be subject to 
final agreement bctwecn Government of India and HSAL. 
This was discussed with Mr. E. F. T. Jenkins, Enccutivc Director 

(Conttacts) of HSAL during his visit to India in April/May 1966. HSAL 
did not agree to incorporate a clause for liquidated damages in the Sup 
plernentary Agreement. The issue was not presscd as : 

(a) Even where HSAL have agreed to thc incorporation of this clause 
the highest penalty agrecd to was )?; per month from three months 
after the date of delivery. 

(h) HSAL had met critical requirements of AMD by Civil air at their 
own expense. 



(c) In a manufacturing agreement where orders would be placcd from 
time to time and deliveries would be spread over long period dunng 
the period agreement is in force. provision of such a clause may 
work against our interest as the suppliers would quote delivery periods 
which would keep a safe margin for likely delays. 

Recommendation 
Thc Committee regret to note that no detailed and concrete plan was 

chalked out for progressive increase of indigenous contents in the aircraft. 
The Committee note from the above details that it was really from the 17th 
Aircraft onwards that import af detail parts will ghe place to indigenous 
manufact i~re from raw materials. 

[Sr. No. 8 of App. V of 37/11 Rep?. (3 L.S.)] 

Action Taken 
In view of the curtailment of orders, it was decided that the manufacture 

of detail, should be rcgtrictcd to fuselage only. Hindustan Aeronautics 
Limited haw planned the production of tooling accordingiy and the manu- 
facture of parts from raw materials for 17th onwards aircraft has already 
commcnccd. 

[.Clitristry o f  Dflrrce (Dept. oj,j' Defence Production) O.M. hb. 10(6j:' 
68 ' D  (HAL-II )  dt. 24-9-68. 

Recommendation 
Sincc :ill the components were imported and only assembled here in India, 

thc Conmittcc were unable to understand how the labour and overheads 
ctc. for wand aircraft camc to about Rs. 30 lakhs. This is exorbitant 
ilnd nwds examination. 

[Sr. No. 9 of App. I.' of 37th Repr. ( 3  L.S.)] 

Action Taken 
In the <;ovc.rnment sanctions for the nranufacture of Avro 748 at AMD, 

Kanpur. n sum of Rs. 4 30 lakhs is provided for labour and okerheads. 
This estimate was work~vi out on the assessment that on a production run 
of 100 aircraft. 1 -25 lnkhs manhours would be required for the assembly 
of aircraft. It was estimated that thc labour and overhead rate would be 
Rs. 3 -5 pcr manhour. 

For the individual aircraft it was estimated that the labour input for the 
tirst aircraft would be 3 44 lakhs manhours. It was assumed that a learning 
curvc of 85 P, would apply in Kanpur against $0:; taken in UK and USA. 
According to this assun~ption 2 -92 lakhs manhours should have been spent 
on the second aircraft. Actually however, 3 -71 lakh manhours were spent. 
The incrcase was due to thc fact that the estimate for the first aimaft and 
the learning curve of 8596 were under assessed. HAL have informed that 
wen at prescnt 97% learning curve is operating. 

The Board of Officers appointed in May 1964 in connection with the 
evaluaticln of assets and liabilities of the Aircraft Manufacturing Degot, 
Kanpur had assessed the labour and overhead rate of 6 .SO per manhour. 
According to this rate the cost of labour and overheads for the second 
iurcraft worts out to Rs. 24.12 lakhs. 



The sanctioned estimates regarding the cost of manufacture of aircraft 
a t  the Aircraft Manufacturing Dcpot, Kanpur do  not include the dcferrcd 
revenue expenditure. On the production run of 44 aircraft the deferred 
revenue charges work out to Rs. 5 -87 lakhs per aircraft. The total cspcndi- 
ture on account of labour and overheads and the dcfcrred revenue cxpcnditurc 
thus works out to Rs. 29 -99 lakhs. 

Recommendation 
Thc Committee fecl that it would be p ematurc to accept thc w~uention 

of the Ministry that thc cost of mimufact6  of A\ ro was not unrcaronablc. 
till the firm o r d m  for at Ie;tst 44 aircraft i n  rccei\ui and detailed cost 
workrd out. 

[Sr. .Yo. 10 qf' .4pp. I '. qf 37th Rcyt. I -3 L.S.)] 

Action Taken 
A lean1 of Officers consisting of 9 Technical Otticcr and an c\pcrt C O I ~  

Accountant was set up by thc Board of Director, HAL in 1967 to cxamim 
the cost of manufacture of HS 748 aircraft at Kanpur. Aftcr taking into 
account all relevant elements of cost including thc custom duty and the cffcct 
of devaluation. the average cost of production of HS 748 aircraft (Prepared 
t o  IAF standard of preparation) is estimated to tic Rs.85.50 litl;h\ and thc 
current cost is cstimated at Rs. 76.20 lakhs pcr ircraft. Thc sctual cmt 
is C K ~ C C I L ~  to bc lower as some r~duction in labour cost is likcl 1 0  hi. ctf~xtcd. 

It may be mentioned lh31 until rcwntly the Kaupur factor) had rseivcd 
orders for only 41 aircraft. This is not an culonomicril batch of production 
and, therefore. the factory cannot hc geared to ;in ccanomical ratc ot' produc- 
tion. In ~ i c w  of this arid othcr handicaps of :tni:sccnt aircraft industry. 
the cost of production i, hound to bc hishcr ;I\ compared ti) the cost of 
a comparable import~d aircraft. Scicr~hrlcss. thc cost estim;ttc'J So: linnpur 
factor!. ~ .ou ld  not appcar to bc unrcz.onablc ;I\ ccmp:tred to the pricc oI' 
E 5.50.000 ( Rr. 99 -00 lakhs) indicated by Ha\+ kct- Siddcley At i ; ~ t i t , r ~  i.imitd 
for HS 74S passcngcr iersion aircraft. 

The Committcc fcel that to this cxtcnt. thc .iprccment N J ~  d~fcctiw. 
They also feel that as a result of thc package agrwmcnt with tho cc~ll,tbcmtor~. 
rhe rtduction i n  licence fee secured h! Government was no1 dcquatc  cornpm- 
sation for the dksdtantages suffcrcd under ~tcm\  f ; k ) .  (b) and (c)  OI para 1.7 
of this report. 

1.51.. ,+o. I](;)  of App. I '  of 37th Hcpr. I.; L.S.)] 

Action Taken 
A s  mentioned in the report there was no rcquiremcnt of 748 M and 

photographic~reconnaisancc role. The option I'or thmc rcquircrt~~nts had. 
thercforc. in any case to bc wai\cd. Evcn so (hicrnmcnt tried 10 r c r u r ~  
as much conmsion from the coflaborators po*ihlr. I t  ma! tw mcn- 
tiond that HSAL undertook to grant l~cc~lcc I'm thc manuhrtu~r:  of 7 4 ~  
MF aircraft at a Liccrice Fcc of f 250.000 which ~~thcrwiar would Il,:\c blu.11 
cE 300.000 (Article I 1 of the Agrecmcnt). 'I I I C  ; ~ L I U ~ I I  ~ ~ U C L ~ ~ , I I  ~ct.~u~.cd i x  
thus f 21W),Oo. 

[Ministry q!' l h j b t t (  t, I ) t h t r (  t 8  f'roducfio~t 1 0. . \ I .  .Yo. l a  ($1 bt$* I? t I I A L I l )  
,/I. 24-9-68]. 



Recommendation 
The Committee also understand that thcre was some difference of opinion 

~bc€ween the collaborators and Govt. about the interpretation of the agree- 
ment. The collaborators were of the view that their obligations in resped 
of the 748-M were limited to  providing such disignc and other documentatioll 
as A.V. Roe might prepare in the course of it:, huhtus .  According to 
Govt. it was the obligation of thc  collaborator^ "to get a certificate under 
the Air Registration Board in UK stating that this aircraft with the modl- 
frations would be so designed and given to 11\ to mcct thc i r~nr th iness  
standard." 

The Committce consider it unfortunatc that such amb~guities should 
haw crept in the agreement on such an important point and trust that 
Ministry who may enter into negotiations for collaboration agecments 
in futurc will kccp in view thc necd for zvoiding buch arnbigui~!. 

[S. No. I I(;;) of App. I of 37th Rrpcwr qt (3 L.S.)] 

Notcd. I t  will be cnsurcd that such ambiguity docs r i ~ v  rccur in the 
agreements which may be concluded in fiiturc. 

The Comnutter found from thc statrincrlt furnished ro them b: thc 
M~nistry of I>cfcnce in April. 1965 that 8 ~ t c n ~ .  of work t~ricluding thmc 
reponcd by the CTE) werr rcctilid by the ci>ntr.;tctor at hi\ I )NR cost u-hilc 
;in cxpenditurr. of rrbout Rr. 15,300 tv;is incurred ty Cicwt. in rcctlfying certain 
Jcfccts which hwc bccn st;t~cd by the Ministr! ;is 'non-~ontr;mu;d rcspon- 
h i  bility'. 

Action Taken 
'Thc Quartcr Mrrstcr General, Army Hc:rdqu;arrcr\ has the C'hicf Tcr-h- 

nical Eumincr on his staK Ttic charter of' dutlfi of the Chtet' Tcchnica! 
Examiner are ils under : 



(b) to ensure that executive procedure is understood and followed in 
the execution of works and economies exercised, where possible. 

(c) to assist MES and other executive agencies to the maximum. The 
Director General of Works, Army Headquarters has an organisation 
under him consisting of the Chief Technical Examiner and Chicf 
Inspector of Works for investigating and recommending remedial 
measures. Whenever any defects are brought to notice, responsible 
oficers aft detailed to investigate and determine whether there 
has heen any failure of' responsibility or supervision. 

Recommendation 
The manufacturing unit was set up as a regular unit of the Air Force 

and major portion of the resources available at Kanpur were deployed to 
meet a very tight production schedule. At that time the repair units at 
Kanpur were already understaffed considerably and the repair work of 
aircraft required try the Air Force was accumulating. Around the same 
time a decision had been taken to increase the Air Force strength itself to 
build up nhich considerable technical staff was rrquired apart from making 
up the previous shortages. Tn spite of this, csperienccd and trained staff 
was transferred from the repair 2nd maintenance units to this manufacturing 
unit, which resulted in detcrio1:tiion in the position regarding rtccumulation 
of repair work. The Chmmittcc have separately dealt with the accumulation 
of repairable :t~rcraft in paras 23-31 of this Report. 

[Sr No. lvc) of App. V of 37th Report (3 LS)] 

Action taken 
As the question of posting of Air Force personnel has been dealt with 

separately in connection with i~ccumulation of work regarding repair of 
aircraft, no comments are perhaps necessary. 

The cost of manufacture of AVRO 748 Series was estimatcd at Rs. 21 a23 
takhs on the basis of manufacture of 100 aircraft. On the =me basis the 
estimated cost of Series TI works out to Rs. 30.13 lakhs at present. In 
view of the fact that the actual performance of Series TI is about rqual to 
that guaranteed for Series 1 Government would be spending an extra ex- 
penditure of about Rs. 9 lakhr approximately (per plane) without advantage 
of improved performance. 01 is significant to note here that the cost of 
manufacture of Fokker Friendship aircraft was estimated at Rs. 22.69 Inkhs 
in 1959 against Rs. 21.23 lakhs for Avro 748). 

[Sr. NO. 1 % ~ )  of App. V of 37th Report (3 tS)l 
Action taken 

Information has alrcady becn given to PAC regarding the advicc of the 
Ministry of Law in connection with the cancellation of Licence A rccment 
due to  shortfalls in the prformance of Series 1 and M a  Il a i r s r J .  Since 
canallation of the agreement was not possible, the Government ntgothrrd 
Ibf maximum concession from HSAL. 
[Ministry of Defmce (Depr. (if Dr/nce Prmhrction) O.M. No. 10(6)/68/D 

(HALII)  dt. 2 U 4 . 1  



Rccommcadation 
(h) Although one of the most important considerations for starting 

various manufacturing schemes is progressive increase of indigenous 
content, in this case no plan was drawn up in advance for the manu- 
facture of various components indigenously. The components 
to be manufactured indigenously were determined only at the time 
of placing the orders on the collaborators. At present the programme 
of indigenous content for the first sixteen Planes furnished by the 
Ministry shows that the manufacturc of detailed parts from raw 
materials has not started at all: 

I t  is expected to commence only from the 17th Aircraft on- 
wards. The Committee desire that the Hindustan Aeronautics 
Limited should now draw up in consultation with collaborators 
a detailed plan for the manufacturc of various components, raw 
materials from the 17th Plane onwards. 

(i) Only two batches of 36 technicians (officers, airmen and civilian) were 
sent to UK for training in August, 1959 and September, 1959. 
Strangely, the duration of the training lasted for less than a month 
only which in the opinion of the Sub-Committee was grossly in- 
adcqustc. Further, although the project is still in its infancy, some 
trained personnel have been posted out of the Project. The Com- 
mittee desire that Hindustan Aeronautics Limited, shocid carefully 
examinc the question of training more officers and staff in India or  
abroad and also draw up a plan fcfr thr rcplaccmnt of the foreign 
technicians working in the factor?.. 

( i )  Even after 5 years of signing the eprccmcnt for manufacrurc of the 
aircraft, the question of uncertainty regarding continuance of its 
manufacture has not yet heen settlctl. There was delay in manu- 
facturing thc prototype of Avro-748 hl (side-loading military freigh- 
tcr version). Therefore. the requirement for this aircraft was a n -  
celled in November, 1962 as the Air Force could not afbd to wait 
in the context of the Emergency. The prototype of  Avro-743 M F  
(rear-loading military freighter assault aircraft) is expected to bc 
received in India in May, 1965, after which the trials ~ o u l d  bc held 
in the Indian conditions. The result of' the trials of the aircraft b) 
the Royal Air Force starting from August, 1965 are also to be 
awaited. The decision about the scleciion of this aircraft or 
othmvise would be possible only by the end of this year. It 
is regrettable that uncertainty about the rear-loading miliitary 
transport aircraft continues although a t  the time of entering 
into the agreement the bulk of the requirement of thc Air Force 
was for this type of air-craft. Thc Committee would like to 
know the outcome of the trials of the prototype. 

[Sr. No. 19 (h) ( i )  (e) 0fApp.V 4 3 7  Report (3 -1 
Adka Taken 

Sl. No. 19 (h) 
HAL have consulted HSAL in regard to the indigenous 

manufacture of aircraft components from rawmaterials. HSAL haw 
advised that in view of the small number of aircraEt to  bt 
manufaetud, the manufacture of components should k rc~rricted 
to the fuselage. HAL is planning the production of camponcnrs 
accordingly. 



SL No. 19(i) 
Please see remarks against SI. No. 5. 
Sl. hro. 19 (I) 
Please see remarks against S1. No. 6. 

Recommendation 
During their visit to the Aircraft Manufacturing Depot in the month of 

February, 1965 the Sub-committee were glad to find that the manufacturing 
work was now setting momentum and that from September, 1966 onwards 
:I target of one aircraft per month would be achieved provided sufficient 
orders were placed. The present order of 27 aircraft was not considered 
xiequate. Ii wcwld be a pi!! if this progress is again thwartcd for lack of 
wden.  The Cornmitter' undcrwnd th;lt an order of I? aircraft was expfcted 
t'rom the Indian Airlinch Cor .p~~ . ; i t i o~~  who liiive hecn delivered one aircraft 
for trials. T h q -  desire  hat it1 cast the aircr::ft i found suitabk for thc 
~iquirements of Indian Airlincs Corporstion, tlicir rrquircmcnts should bc 
met from the Hindust;in Aeronactic\ Limited. Any other. fncror including 
minor price difTcrencr.\ chould not hc :lllo\vcti to st;!nd in thc way. bccausc 
meeting thc rsquircments from Hindmtm Aeronautic. Limitcil ~vould 
inter alia mean substantial ssving in fixeign cxchangc. Tlic Ccmmittcc 
also aesire tlxit \\.ith the transfer o f  m:~nufacturing unit untlcr the m;inagc- 
ment of a company, its working shot!ld he thoroughly rcvic\vctl and ncci.>- 
rary action taken to cffect in:pro\vmcnts and avoid failure\ 11iat occurrccl 
in the past. The Commitice n c w  that the Extcutivc Dirccror liv P~rducticn 
of Hawker Siddclcy Avinticw LimitcJ I-eportrd in July, 1964 011 thc wcrking 
of the Kanpus Factor!. The). hope that necessary action will hr taken 
on this report. The}- tvould like to bc infcrmed in due course about thc 
action taken tln the recommenclutions of the Executive Director. 

[Sr. '3'0. 20 of App. I .  qf tlrc 37th Rcporr o f (3  LS)] 
Action taken 

The Main rccomrncnda~ions made b! the Executive Director for Produi- 
tion of HSAL and the action takcn/proposed to be taken arc explained belo& : 

Lobour Awre : Thc Executive Dircctor of HSAL rccommendcd that thc 
drain of Service personnel must be ~ p p d - p r e f e r a b l y  by transfers f ron~ 
the Indian Air Force to civilian rmployment by Aeronautics India Ltd. 
The skilled l a b u r  forcc: will need to be increased very considerably. To this 
end. training fncilitiec for skilled mcri ;tnd for supervision must bc stepped 
up. 

When the Aircraft Manufacturing Depot, Kanpur was transferred to 
the management of Aeronautics India Ltd. with effect from 1-6-64, thc 
labour force consisted of airmen and civilian employees of the Air Forcc. 
It  was decided that thc ccmpany would offer tcrms and conditions for per- 
manent absorption of' airmen and civilian cmployecs. HAL have ofircd 
terms and conditions for permanent company employment and the proces5 
of conversion of airmen and civilian employees of the Air. Fcrce to the 
company employment has becn completed. 

The l a h u r  forcc of' HAL, Kanpur. which was sutficicn~ for prcduc~ic~r~ 
only 3 HS 748 aircraft pcr year in 1964. has becn considerably augmntct! 
through training in the Apprcnticcs T~aining School and dircct rcctuitmcnt. 
The pment strength of skillcd labour ir captlblc of producing 5 aitct;tl't 
pcr !car. 



Tooling : The Executive Director of HSAL had rcccmmendcd that 
the manufacture of tooling on Type 748 should be restrictcd to fuselage 
only. The reason for selecting a fuselage was that this is the major part of 
the aircraft and it was expected that  there would be fair degree of com- 
monality with the 748 MF. 

The progrnmnie regarding the manufacture of tooling has been planncd 
by HAL in accord:lnce with the reccmmcndations of the Executive Director 
of HSAL. HAL has already commcnccd manufactu~e of detail parts with 
indipcnously manufactured tooling. These detail parts will be used for 
rhc manul5cturc of 37th arid onward aircraft. 

Quality Control 

HAL,, K;~npur I I ; I \ C  ~ C C I  L I ~ I C ~  80 inspectors after thc isit of Execu- 
tivc Dirccror oi' HSAL. 30 txisting Air Forcc perscnnel cmplcyd  on 
inspct iot~ duty h;lw during this pcricd rtvcrtcd the JAF mainly dce to 
non-scccpt;i~:ce o f  thc tcrms 2nd conditicn\ cffcrcd to thim for pcrmancnt 
.ib\orption in 111c Ccnipany cmplo!.mcnt. Thc cxistinp s t r c n ~ t h  of' inspec- 
tor. 1.; 136 against 86 rn 1964. Recruitmint of mole inspcctors has been 
undcrtakcn in keeping \\ith thc prcducticn rcquirtmcnt. 

h Senior r n ~ p t ~ l ~ .  of HSAL c;lmc to  India and has returntd to  GI;, 
;:f[cr a per~cd  of' ;itt;ichrncnt to Kan~ t r r .  Thc Chicf Jnsptcror of HSAL 
~isiticf Kanpur. rccr.~itl> 3nd has ;tgrctd that attrichmtnt of HSAL inspcc- 
1013 10 HAI, u a \  twt any morc nccis\;ll\. 

Product ion Programme 

I'hc F.srcuti\.c Di!.cctor of HSAL statcd that it would be feasible for 
HAL to ~ t t a i n  the p ~ i d i ~ ~ t i o ~ i  rate ol'cnc ahcraft per mcnth firm S e p t t m b r  
1%. 

Tllc Inciirtn Air 1:otcc has pllrccd order\ for 27 HS 748 aircraft o n  
HAL. The Indian Airlines Corporation evaluated a Kanpur built HS 
748 aircraft in 1965 and found i t  suitable for their rcquiremcnts. In Octc- 
h c r  1965, the Indian Airlines Corporution gave u lcttcr of intent to HAL 
for thc purchase o r  15 HS 748 aircraft. Thc order for 14 aircraft has k n  
coniumcd by the Indim Airiincs Co~poratrcn. The otder of cnl) 41 
aircraft docs not. on any stondurds, constitute an economic bitch for m n u -  
facture. To makc tlw pcxition wo~st.. thcsc oircrafts have to hc manufac- 



tured in difftrent configuration as follows : 
(a) Executive/VMP Aircraft for IAF . . . . . . 16 
(b) Navigator Trainer Aircraft for IAF . . . . . . 7 
(c) Signaller Trainer Aircraft for TAF . . . . . . 4 
(d) IAC-Passenger version (some without seats) . . 14 - 

41 - 
The production programnle was reviewed by HAL in carly I966 and 

it was considered that in view of the small order of 41 aircraft on the fac- 
tory, it would not be possible to implement thc plmined producti~w pro- 
grammr . 

The plant at Kanpur is capable of a production of 9 aircraft p x  year 
(with some additional investment of the order of RE. 25 lakhs only). 11 
is proposed to build up establishment progressively reaching the p~.oduction 
rate of 7 aircraft per year during 1969-70. The increase of production 
rate to 9 aricraft pcr year is also under considernti011 and can be xhitwtxl 
within the same time period, provided additional orders for 1-1s 748 rlir- 
craft are placed by the Indian Airlines Corporation. 

Recommendations 
The Committee feel deeply concerned at tht mzgnitudc 01' .~ircr:ifc 

awaiting repairs with the Air Force. The total number of ;tirc:aft for 
repair including those waiting to be surveyed ctc. comes to 379. Thi\ 
figure the Committee consider very high. 

The Committee regret to not that thc capacity sanctioiicd 111 1961 
for repair of 138 Vampires per year bore no relation to the i ~ t ~ a l  TI rduction. 
This led to the somewhat anomalous situation viz. that on one hand ii large 
number of Vampires were lying for repairs, and on the other, thc hliniwy 
had to purchase second-hand Vampires from other countrics hccausc of 
the limited repair capacity at the Base Repair Depot. It ib a n1vttc.r ot' 
serious concern that because of accumulation of repairable aircraft. \trength 
of units was depleted. 

[Sr. No. 21 d ? ~  22 of Appendix V of 37th Rcporr (JLS).] 
Actiom Taken 

S,Y0.21 
A statcmznt showing the numbx of repairable aircraft held at No. 

1 Base Repair D:pat at the b~ginning of years 1964, 1965, 1966, 1967 and 
1968 is  ewlosed. (Not printed). It will br: observed that thc numb:r of 
repairable aircrdt has been gradually going down. This has b x n  ma& 
possible by improved manning level, spare supply position and ot ller mc9- 
sums adopted to  strcamlinc production. 
SJvo.25 

Due to the decision taken to phase out the Vampire Aircraft, cmphtr= 
cis was not laid on the p r o d d o n  of repairablc nircnh lying at No. 1 B.R. 
D. Howewr, this decision was rtviewcd and it wits decided that Vampire air- 
craft wcn to continue in service for somt time. It may, howcvx, b: s t a t 4  
that the purchase of a i r d  from Indonesia was of thc Vampire Trainer 
version; and this was t o  mket additional urgent training requirements a d  
the numbers wm determined after takin8 into account the totat ussets- 
whcthr  seruiccablc or repairablc. 



The Committee find it difficult to accept this explanation. In view 
of the fact that during thc years 1957-58 to 1960.61 90% of the amount 
nsktd for spares was allocated, thc short-age of spares cannot be attri- 
huted to lack of foreign exchangc during these years. 

[Sr. No. 24 of Appendix V of 37th Report (3LS)l 
Action Taken 

It is pointed out that during the evidence before the sub-committee 
of the P.A.C., Defence Secretary had stated that.. .... . . 

". . . .Occasions. however. did arise when demands for new 
spares, not commonly required also arose. Subject to the limitations 
01' foreign exchange and difficulties in obtaining spares for obsolete 
aircritft from abroad. continuot~s efforts sere  made to obtain the 
range of spares required. Also since some of the spares were out of 
currcnt production, orders for the same entailed special manufac- 
turc: which involved both extra time and cost." 
Thus t l i t  plea of shortage of foreign exchsngc is only one cf thc factors 

:!nd it i*. no doubt, a valid factcv. 

Tlw Suh-Committee wcrc informed during their visit to the Depot 
t h ~ t  the total number of rcpw;rble items accumulated at the Depot was 
:tbout 3 Iakhs upto December, 1963 against the figure of 1-53 lakhs on 
31-12-62 a\ mentioned in the audit para. The Cornmittcc would like the 
Ministry of D:fence to have 111cse figures carefully checked up and properl! 
wxmcilcd. If' numbcr of repairable items ha5 increased so abruptly from 
1.53 lakhs to 3 lakhs during the cmrse of one year, then thc position requites 
qwia l  ar tmion 10 sort out thew itcms and arrange for their repair/dispos;il. 

IS. No. 34 oj  Appendix V of 37th Report (3LS)]. 
Action Taken 

Air HQr\. have stated that at this stage, it h3s not been possiMe to  
know the c u c t  reasons for increase in the numbcr of repairable i t m s  in 
1963 but smted earlier there has k e n  considerable improvement of latc. 

F1~w thc' tlbovc Sack. ~t i s  clear that both the Base Repair Depot 
irnd ttic Repair & Maitrtenunce D e p t  haw suffered fmm 3 certain 
amount of neglect rn rhc past. The jobb done at these &pots haw 
been pcn~stcntly lcss than thc tasks ullottcd ycnr after year. Onc of the 
imponant reasons or t haw shortfalls and t hc consequent accumulation 
of amk has k n  the chrcwic shortap of trained pcmnncl. Yct dcs- 
pite thex diiticultics, according to Ministry's own admis~ioa 'In view 
of the high w t y  tlllottnl to rhc prcrduction of Avm 748 aircraft and 
the ~ntionel mrport~~rms given to thc pmjccl, major pottion of mourcrs 
avaiioMc at Kanpur (BRD and RMD) urrc dcploycd to meet a wr! 
ti~ht pmfuctioa rchcduk'. Thc wisdom of this step is not fm from 
doubt, as it could nat hrvc h n n  in the k t  iritercst of the IAF. 



However. during their ~ w c n t  visit to thew two Dcpots, tlmc Suh-Conmmittcc 
were _clad to disccr-tl a kwn scnw of' ;i\v;ir.ci~c\s of the difiticultic\ invnlvcd 
;mil :I detcrmin;~tion In tacklc them boldl\.. Thc Committee huvc no doubt 
that with propcr support from lhc HQ nncl ;I realistic policy in regard to  
the rnqnninr of tcchnicnl pmcmncl and provisioning of sp:irt.s on scientific 
]inch. thew D:pot% will h: able to play their rolc in keeping the Tildii111 Air  
Fox: in p:opcr trim. rca 33. !ilr ;In\. evcntunlity. 

[S.  ,Yo. 36 (k) of the Appe11di.v Y of 37th Rcport (ILS)] 

Recommendation 
While on t l ~ c  siil>ject ol' ;I repair and rn;~intcn;~nce of :iircr:~l't tlic Corn- 

mittce, would like the Ministry of'DcScncc to givc their wi ious and !+u>t.ilri- 
cd attention to the fc~llo\ti~~g suppcstionc :- 

( i )  The number of type  of aircraft in the I A F  should he reduced :~nd 
standardised. 

(rii) The Committee \sere surprised to learn that under the cstanl tram- 
port regulations, movement of aviation stores had normally to be 
by goods train and by the wagon load. Following these regulat~mb 
literally units went on accumuhting rotablcs for a many months 
before despatch to the repair agencies. While this went on, somc 
items might be dotsn-graded to scrap, somc cannibaliscd for 
some might be damaged or deteriorated in storagc under fie$% 
ditions and the few that finally arrived at the repair agency might 
need much more work and spares than would hc otherwise ncccr- 
sary.  the^ out-dated transport regu1;ltions should be scrapped 
forthwith and fast rail and road transport. including cwil carriers. 
should be used for this purposc. 

A suitable scheme for setting up an air-courier scr\icc f o ~  ~nove~nent of Iligh 
value rotables and AOG (Aircraft-on-Ground) stores should also bt cvolvcd. 

IS. 37 ( i )  (r i i )  of Appendix b' of 37th R e p w ~  (3LS))  

(i) This is no doubt a desirable objective and con~inuous eflort hsr to 
be made and is being made in this direction. But, in this effort. 
results are neither quick DOr easily obtainable, dcpmdent as we 
arc to  a extent on foreiw sources and due to the problcn~. 
of availrbilny, varkty of roles in which the aircraft of diffcrcnt 
types have to  k uxd, ctc. 

(d) W e  the existing transport regulations permit fc~sl modes of trans- 
port in circums!anccfi of utgcncy and nead or according to thc 
fmgiIe or &Iicak nature of q u i p m a t ,  it would perhaps be not 
pwlcat  to parnit such 1raIU:pon as a gcncral r d c  in all cases, uith- 
out distinction. It is wad noting that sanction lo transport by 
prsa;mger train of all rcpairabk equipment to thc repair hasc and 



their return to the units has been sanc2ionc.d 5inct. 1964 on a tcmpo- 
rary basis; and its permanent continuation awaits an cvaluat~on 
of its benefits. Internal air couriers have also been and are being 
operated to the extent possible with the a\.rlilable resources. 

Recommendation 
The Cornmittce regret to observe that there was lack of planning in 

shipping the consignments to India vhich resulted in the ships arriving 
in a bunch at Bombay during the hlonsoon season. The Committee Jcsirc 
that the Ministry should takc necessary steps to ensure that shipping of the 
consignments of milk tinned is properly planned in future. The comniittw 
note that tilere was delay in clearing the milk tinned from the port. Tl~ey 
agree with the view of the Board of C)ficcrs  hat not\\ithstanding the neak 
tins and cartons the loss incurred tvould have been considerably le\, had 
not about 65:; of the consignments been brought to Bombay during the 
monsoon from Junc to September. 1963. 
( S r .  hb. 40 of :lpj~c.rrtlis 1 '  of 371h R q w r  of rltt. Athlir- . - f c ~ ~ o t i r t t . ~  C'orwir;rirc 
Tllird I d  Srrhlrcl) 

Action taken 
( Department of Supply) 

'The Purchase Authorisat ions issurd by the U.S. Department OC :\;r I -  
culturo required that a11 the milk ;dlcnied to bc purchase should bc shippd 
by specific dates i l s  indicatrd on the .Authorisations to be eligible t ' c r  
financing undcr the. .  . . . . . . regulations. The demand in this caw tvas 
an emcrgent one which was stressed by the I.S.M.. Washingon on the L .S. 
Government. Considering t he grave emergency (Chinesc aggrcsion I. the 
U.S. Governn~ent issued the purchasc authorisation for the supply of c\a- 
prated milk within a limited period. i.u. upto 30th June. 1963. followed 
by another purchase authorkqtion for supply by the 31st December, 1963. 
i t  appears that the shipments motcrialiscd as per the delivery schcdulcs 
stipulated in the contracts. 'The Mission had thus planned the shipments 
in a proper manner according to the contracts placed and purchase autho- 
risations issued and, if at all thew was bunching at thc discharge port. it 
was the rcsult of tho operational factors involved. 

Thc Ministry of Defence have commcntcd as undcr in this connwtror? :- 

"Tinned milk is no longr  imported and thc requircl~rcuts of U.- 
lknue S c n i c s  ;we at prcvcnt being met fronl indipcnous production of 
tinned milk ~ n d  I+ hole nilk powder. Thc question of further imports 
of tinned n d k  and proper planning of such imports in futurc doe$ not 
therefarc ark .  Every possible efrort is made by the Enhrkst ion 
Headquarters to clear t l ~ c  stores on landing. Wowc\cr, on the h~& of 
the obscrvntions of the P.A.C.. the Embarkation Hcudquartcrs 
have instructed again on 1st April. 1% that with n biew to rule out thc 
possibility of any future ioss duc to delay in clearing stocks from the 
docks and applying for ~iurrinc swvcy in timc, they should ensure that 
no unduc delay occurs in the c l c n ~ n c c  and onward &patch of b t o ~  
after landing und that every pssiblc ctl'en is made to hold aimcl\ sur- 
vey on damaged stom and to prcfcr suitablc claims against tire party 
concerned ." 



The Committee feel that the losses during transit from the port to the 
supply depots could have been minimised if the flimsy fibre cartons had been 
replaced by wooden cases before their despatch by rail. They !egret to 
note that the authorities concerned were not wiser even after noticing 
damages to the fibre cartons during shipment and at thc time of unloading 
at the port. The Committee are disturbed over the large scale damage 
during transportation from the port to the supply depots (1866 tonnes 
valuing Rs. 28.74 labs). In view of the dimensions of this loss the Commi- 
ttee take a serious view of this lapse and recommend that responsibility for 
this must be located. 

[S. 30. 41 para 45, Appe~rdix F' lo 37th Rcjmrt (Third Lok Sabha)] 

Actioa taken 

In the Report of the Board of Officers appointed to enquirc into thc ex- 
tent and causes of loss suffered by Government in the consignments of tinncd 
milk received under.. . . . . . .Agreement, a copy of which was submitted 
to the Sub-Committee of the Public Accounts Committee in March 1965, 
the measures taken for survey and despatch of the consignments haw 
been described in Section V, Paras 38 to 49, and losses in transit and in out- 
station depots in Section V1 Paras 50 to 55. It will be seen from these two 
Sections of the Report of the Board of Officers that only sound cartons were 
sent to outstation depots by Detachment, CFL, Bombay, and all cam and 
precaution was taken in loading the cartons in the Railway wagons. The 
sound cartons were stacked in the wagon only five high. Further, the 
stocks taken over by the Supply Depot, Bombay, we= stacked under cover, 
cartons five high and bags containing loose tins, 3 high on proper dunnage. 
Outstation despatches were invariably made by the Supply Depot, Bom- 
bay, either in wooden boxes procud locally or in cmpty ghee tins or tui 
chests and stacking in the wagons was also done only 5 high. The instrue- 
t ions issued by the Army Headquarters with regard to the steps to be taken 
for minimising losses have also been mentioned in para 48 of the Report. 

2. The question of repacking of all the consignments in wooden crrxs 
at the Port itself before despatch to outstation depots was also cansided 
during June 1963 when reports of 11caty losses were received. It was f& 
that, apart from the tremendous labour involved, i t  would enW consi- 
derable expenditure, add to the congestion in the Port Depot and delay 
despatches to consuming Units. The cost was roughly estimated at Rs. 
200,'- per tonne and at this ratc repacking of all the consi 
cases would haw involved a total expenditure of over em- 31 lskhs. in Even 
then the loss wukl not have betn avoided altogether becaw not only the 
outer packing but thc tins were also found to be weak and affected by con- 
tamination. 

3. It is accordingly cod- that thee was no fPilurc on the put 
of the authorities concerned in taking proper ~~ and, as pointed 
aut by tbc Board of Olhcer, losses in tmnsit wen attn'botabdc to the mme 
atuses that had kd to the amwl of damaged coasipmeats, u a d y ,  weak 
tins (Ul(t flimsy out packing. 



Recommendation 

The Committee suggest that the extract from the Docks Manager's 
Report may be suitably brought to the notice of the U.S. Department of 
Agriculture for such action as they may consider necessary in the matter. 

[Sr. No. 4 Appendix C' of 37th Report (Third Lok Snblra)] 

Action taken 
(Department of Supply) 

The question whether the oficials of United States Department of Xgri- 
cultun: wuld bc held responsible for the losses in this case was examined 
in Junc, 1965 by our then .4bassador in U.S.A. He had intimated that 
we could not make them responsible for the losses. In view of this. it 
is felt that no useful purpose would be served by bringing the Dock Mannyr's 
Report to thc notice of USDA. 

Recommendation 
The Comlnittec would like thc Defence Ministr? and the h t in i~ t r~  of 

Supply and Technical Dcvtlopment to examine this matter further in deuil 
with a view to ascertain (3) tvhcther i t  would havc been possible for ISM. 
Washington to havc the usual warranty clause incorporated in thi, dcsl 
and (b) if not what is the rcmrdy a\ailable to the Govt. against shipcents 
of' inferior quality goods. 
IS. KO. of44 ?f .4ppcrrtli.r l ' r f 3 7 r h  Rtywrr qjrlte Public ..11~c.ourrr.r Co~ttn:ilrcc 
4 Third LOX Scihk I] 

Action taken 
In accordance \ k i t h  clausc 3(d) of the Purchase Authoriation. the sale 

and final settlcrnent 01' evaporated milk had to bc based on the inspettion 
certificates issued by the Inspectors of thc C.S. Department of Agiculturc. 
Under. . . . . . . . . .Regulations which governed the purchase, the inc'luicu~ 
of a warranty clause was not possible. Thc normal safeguard 3g31nst 
shipment of inferior quality goods is to have them inspecred befow ship- 
ment. This was duly arnngcd through the inspectors of the US. W ~ a r t -  
mcnt of Agriculture. 

The Ministry of Dr.Tcncc: have conlnlcntcd as undcr in this wcnw- 
tion :.- 

"All A.S.C. Spwifications relating to packed fwd item like timed 
fruit, jam. vegetables, fish, meat, tinned milk, etc. pmvidc a \\amat? 
clause. The procurement of all such food items for the Dcfencc Services 
i s  done by the Army Purchas Or~onisntion in the Department of F w d  
a d  in all regular contracts concluded by them with the Supplirrs a 
warranty c l a w  is invariably included. In fact a warranty claus was 
provdcd by that Organisation in rcspcct of a11 imports ufcvupor,itrd 
timed milk from U.K., Europe and Scwaaland in the past. which werc 
financed by release of free foreign cxchmngc. Tinned mik is  no 1c.qcr 
bcing imported and the rcquircmcnts oT the Dcfeocc Scwicxs a x  3t 
prcsent being met from indipcnous production of t innd milk and hole 
milk powder." 



Recommendation 

The Committee are surprised that in spite of the heavy loss (Rs. 48 lukhs), 
the matter has not yet been formally brought to the notice of suppliers 
through U.S. Department of Agriculture, with a vietv to obtaining suitable 
compensation. They desire that this should at least be donc now. 

The Committee understand that thc contract with suppliers provided 
for the buyer having the right to make an additional and independent ins- 
pcction of goods at his own expense, but it appears that this right was not 
escrcised by the 1.S.M. They depended only on the inspection certificate 
issued by the inspectors of U.S. Depsrtnicnt of Agriculture. 
[S. .Yo. 45 c!fz4pperlrlis I '  oJ 37111 R c p r r  cf ~hc* Plrblic. Accowtts Cun~rriitlc~c 
(Third Lok Subho)]. 

Action taken 

-1ttcn1ion I \  i11titr.d to the late Ministry of Industry and Supplj O.M. 
1 ( 1 .  Pll-S(4)QVol. 111. dated 24-11-1965 (Anncuurc I). I n  \icw of the 
rr..i*onq set for111 in para 7 of that office memorandum, any approach to the 
[ I S .  Department of Agiculture would have been inexpedient. 

As regards the point why the right of additional and independent inspcc- 
tion of goods was not exercised by the ISM. attcnt ion is in\.ited to the reply 
asainst para -50 irtfm. 



OFFICE MEMORANDUM 

ANNEXURE I 
GOVERNMENT OF INDIA 

MINISTRY OF INDUSTRY AND SUPPLY 
L)EPARTMENT OF SUPPLY AND TECHNICAL DEVELOPM~~S I' 

(CENTRAL SECRETARIAT-NORTH BLOCK) 
No. PI1 8(4)!64/Vol. 111 

Ncw Delhi- I. the 24th Nor. 1965 

SuLUccl :-P~chlic Accorrrrrs Contmiltcc~-Appointment of SdKonmittee 
to consider par0 14 qf the Audit Rcport (Defcncc Services) 1964. 

Thc undersigned is directed to refer to this Department's O.M. of even 
number dated the 22nd May, 1965, on the cited above subject, wherein a 
note on paras 16-25 of thc Public Accounts Committee Questionnaire 
was furnished. It may be mentioned that the Sub-Committee of the Public 
Accounts Committee which had earlier discussed this case on the 20th March. 
1965 had desired :- 

( i )  That the question of loss should be taken up with the U.S. Depart- 
ment of Agriculture informally to ascertain whether they would 
be prepared to reimburse the Government of India the loss sustained. 
due to weak packing which was adopted by the lndia Supply 
Mission, Washington on the basis of the informal advice given 
by them. 

(ii) That the Committcc may be informed of the action taken against 
the officers of the India Supply Mission. Washington who failed 
to incorporate the ASC specifications sugested by the Ministry of 
Defence, which werc received by the Mission before the various 
contracts for tinned milk were placed. 

2. As regids (ii) above thc explanation of the ofiicers has been called 
fix and on examination of their receipt a note will be submitted to the Public 
Account\ Committee. 

3. In \o far the question of recovery of loss from thc US. Govern- 
ment is conccmed, the matter was taken up by this Department with thc 
Ambassador of lndia in Washington in May. 1965 and he was requested 
to advise wlictlw the U.S. Department of Agiculturc, which had informally 
recomniendcd the normal cotnnlcrcial tncthod of packing were monUy 
responsible for the loss and if so, whether an informal approach for compn- 
sating us for the loss shoilld be nude to thcm. 

4. The Ambassador has iqbis reply in Junc. 1965 stated tllai thc Milision 
purchmcd and despatched approximately + 15,568 long tons of evaporated 
tinned milk packed in tin containers conforming to thc norm1 U.S. Corn- 
mercial method ot' packing and packaging. If on the other hand, they 
Imd dispatched the tinned milk in wooden cases, thc additional cost would 

* I S s  816 r c  nncs accorciing tahlinistry of Dcfmw. 
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have been Rs. 80,92,000 as compared to the total value of tinned milk on 
FAS basis viz. 'Rs. 1,%,38,095, i.e. over 33% of the total value and 
there would have also been considerable delay in supplies. The Mission 
were thus able to purchase (m additional quantity of 6,317 tons of tinned 
milk by not using the wooden cases for the same amount of foreign exchange. 

5. The Ambassador has further stated that the loss due to the da~uagr 
in shipment and unloading at the port of destination and storage at the port 
was only 323.691 tomes after excluding losses in transit from the Port 
to the Storage Depot and in storage at the depot. Normally transit losses 
are covered by the trade having their cargo insured, but in the case of Govern- 
ment consignments, the Government act as self insurers. A further quantity 
of 2820.825 tonnes upto end of February, 1965 appear to havc been damaged 
during storage at port and transit in India. 

6. As regards tin containers, the Ambassador has stated that the Mission 
had pointed out on the 26th Sep., 1963 to the Ministry of Finance (Depart- 
ment of Economic Affairs), New DeIhi. that tins of ASC specifications 
were not available and were not being manufactured by the suppliers in 
U.S.A. Even if those could be procured, they would have cast the Govern- 
ment extla money apart from the delay of at least three to four months in 
the commencement of supplies. 

7. It would be difficult to prow that the advice of the U.S.I>.:I. oflkisls 
has put the Government of India to loss. In any case, we cannot makc 
U.S.D.A. officials responsible for such losses, as the advice given by them 
was in the light of their experience and in out best interest. The liability 
for loss thus rests on the recipient Government, as it is open to that Govern- 
ment to accept and act on the informal advice given or ignore it. In a n y  
case the Ambassador feels that any claim for the losses put fonvard will 
be strongly resenred by the U.S. aurhoritics. Although thc loss is of 
some magnitude in value in isolation, thc question of our making a claim 
for re-imbursement of loss sustained by us through accepting and acting 
on the informal advice of thc U.S. Department of Agriculture should bc 
reviewed in the context of our overall economic and polidcal relations with 
the U.S. Administration, imcr alia vis-a-vis the wheat and ricc bupply pro- 
grammes u d . .  . . . . . .ad economic and other assistance. The Ambah- 
sador is, therefore, of the view that it is not desirable for us lo a p p r x h  
the U.S. Department of Agriculture to compensate us for the losses. 

8. This Department have examined the matter carefully and a g m  ~ i t h  
the views expressed by the Ambassador that an approach to the U.S. 
Department of Agficuhurc in this regard would bc at least incspcdicnt. 

9. This has been seen by Audit. 

Joint Secretary lo rhe Governrnerrt of h+.liu 
To 

The I.& Sabha Secretariat 
New Delhi. 

The totalc & f value of the stores is Rs. 2.43,56,630 including 
frcight chrgcs according to Ministry of Dcfencc. 



CHAPTER I V  

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH HAVE 
NOT BEEN ACCEPTED BY THE COMMITTEE AND WHICH 

REQUIRE REITERATION 

The Committee are glad to learn that the policy of introducing the 
principle of standardisation of aircraft has been accepted and the same 
has been incorporated in the India Defence Plan. 

The Committee feel concerned over the inordinate delay in this case 
in sorting out repairable items which have been accumulating in the Repair 
and Maintenance Depot since 1950. Out of 1.53 lakhs numbers of items 
accumulated upto 31st December, 1962, only about 75,000 items in all have 
b t ~ n  surveyed so far, out of which 33,000 items are not required. Accord- 
ing to Ministry's own admission some loss might have occurred due to non- 
rcpair for long time of some repairable itcms. The Committee regret that 
on the one hand the Air Force were short of aviation items, on the other 
hand some components, which might be of current use, were allowed to 
lie unattended in a disorganised manner. 

As considerable part of thc item\ relate to the aircraft which have already 
h e n  withdrawn from servicc, thew items should have becn surveyed simul- 
taneously with the withdrawal of thc respective aircraft and action taken 
to dispose of such of them as \\.err' not required. The Committee desire 
that an enquiry should be made to find out why action to sort out these 
Items w3s not taken earlier. The Cornmittce hope that the remaining items 
~ ~ l d  be surveyed more vigorously and action taken to dispose of thow 
not required. The Committee dso desire that a system should be introduced 
under which when a plane is withdrawn from service, its spares etc. shauld 
bc simultaneously disposed of if not required for any other current aircraft. 
[S. ,\'os. 32 crnd 33 oftlppendi.~ V of37rh Rcport (Third Lok Sobha)] 

Action taL;en 
S. Xo 32 No comments. 
S. No. 33. The obscrvuion\ haw k n  notcd. Air HQrs. ha\e pointed out 

t hat same of thc repairublc items haw becn hcld from bcforc I YSO and ha\ c 
.rdvisd that, in view of the long time that has elapsed, the} do not considcr 
at uscful to inquirr into thc reasons for the dclay in sorting out thc rcp i r~hlc  
Itcms and in disposing of t k m  euriicr. It had becn stutcd during cbidcncc 
hcforc thc PAC Sub-Committre that Air HQrs. werc earlier reluctant 
1 0  disposc of old sores. It ~ o u l d  dso hatc b n  wasteful to rupair all 
available itcms irrespcctivc of whether they were surplus to rquircment\ 
or obsolete. Whilc it cannot bc Jcnied thnt tht accumulution of a large 
\tack of rcpilirablc holding Nibs rcgrcttablc, as has also k n  comrrrcnttd 
upon the PAC. it docs wcm thnt any enquiry nt this stage will he worth- 
w hilc sincc in r he long time that has p t l d  must of I he prsonnel cwwnzcd 
have cithcr ponc out of serkicc or posled out. Air HQrs. haw, howcwr 
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since taken action to constitute local boards of surveys to inspect, rc-catc- 
porise and recommend disposal of various ranges of the rcpairable cquip- 
mcnt, as 3 restilt of which repairable holdings were rcportcd to  have bccn 
brought down to Qty. 15.850 of 1.356 itcms (July, 1967): and this exlcudcs 
itcms of repairable equipme~~t despatched or under despatch to  the appro- 
priate repair agencies. The Iatcst position is being asccrtaincd with a v i c ~  
lo find out whether there is any further improvement. The old cquipmcnl 
of Spit-fire and Tempest aircr;rft are stated to havc been disposed of. 

While the observations of thc Committcc rcconiniending prompt action 
for disposd of unwant~d stores of aircraft going out of scrvicc has been 
noted. the general attitude in rcgard to disposal of stores and dctcrmination 
of d tcrnat i~c  uses has to he h;~scd on cvtrcnic caution; hut, the ohjcct might. 
r n  due cnurw, be schicvcd with progress k i n g  made i n  a proprr camlogrrhr~ 
of nN Air Force cquij~nmrl which ~ o u l d  inter nlicr provide a ready rcfercncc 
ultimately of intcrchangcabilit) or satisfactory wbstitutcs for other part3 
In use. .4 start has been madc qut admittedl~ this is n long tcrm procc4s. 
(Please also see remarks against item 29 ahovc). 

(g) Thcre has bccn inordinate dcla!. in sorting out repilirablc itcms sonw 
of which haw bcen accumulated in thc Repair and Maintenance Dcpot 
3incc 1950. I t  is obvious that itcms uhich Merc good and repairable in I950 
may have become obsolete and beyond economical repairs in 1965. 
[S. No. 36(g) oJ Appendis qf 37th Report (Third Sok Snbhn)] 

Action Taken 

Recornmeadat ion 
(viii) The Committcc under\tand that somctimes Aircraft are groundcd 

for lack of such small parts as bolt\. nuts. ritcts. stainless stccl Mire ctc. 
I11 the absence of indigenou4 rnanufacturr of rcl:~ri\cly simple gcncral pur- 
pose spares. IAF is solely dcpcndcnt on imported itcms. Thc Committer 
desire t hiit early action should hc initiated to establish indigenous manu- 
facture of thew items. 
[S. Kc,. 37(viii ). Appendix qf37th Rcporr (Third Luk Sahltcr I] 

Action taken 
(viii) Action is in hand to find out \+a\> and rncans of prcxiucinp w n i ~  

of the aircraft general part\ indigcnousl!.. 
Recommendation 

The Committcc regrct to rlotc lh;~t cwn though the whlc from H ashitlg- 
ton dated thc 5th Dcwmbcr. 1902 il\kiuf for spicific insiructiom rcgurding 
packing and destination ctc. thc Defence Ministr did not consider I! 
necessary to either send such instri~ctions by cnblc or e\cn 10 inform t hcm 
that the inwuctions werr follouing 111 a Ict~cr. 

Nat only this when the lcttcr w 3 \  ~~ctuall? wnt on thc 1 lth Dcctrnkcr. 
1962. instead of sending it directly by airmail i t  was sent to the Fxtcrnol 
Affairs Ministr) for further transmission in thc diplc.matic bag ~ h i c h  UXIS 



going only once a wcek. What is more, whcn it was known that the letter 
hid  not bccn ablc to catch the diplomatic mail on 1 lth and that the letter 
would not go until 18th. no steps wcrc taken cithcr to inform Washington 
hy cable or to senda copy of that letter by air-mail to  ISM, Waqhinpon. 
The Conrmittec desirc that this failurc should bc intcstigatcd and responsi- 
h!l~ty fixcd. 
[S. .Yo 38, (Para 42) Appnidix V to 37th Report (Third Lok Sahho)] 

Action taken 
( Ministry of Defence) 

Thc spccification for tinned milk and i t \  packing is too elaborate and 
Icsgthy to hc conveycd in ;I cable. I t  could only have been mai ld  to ISM 
W;i\hington. On the 7th Dcccmbcr 1963. thc Department of Supplq. in- 
l'1r11ied ISM. Washington. by cablc that the Dcfencc Ministry had been 
rc.pcstcd to c:~hlc instructions regarding specifications. packaging. destinntior: 
a:d con\igncc. In thc cable sent to ISM. Washington by the Ministry of 
bir..tncc on thc same day. nothing was mc.ntionc.d about despatch of inwuc- 
ri..j11\ regarding spccific;~tiotis and packaging prcsumabl~ hc~ausc  thi\ had 
h:.-!~ mcntioncd in the c;tblc scrit by the Depart mcnt of Supply. 

2. The \pwilic;rtion for tinncd milk cnntitining alio thc packing in-- 
tr , .~tion wi ih  scnt on the l l th Deccmbcr 1962 to  thc IndLrn Embari .  
\\:.!\tiinpcw. h! Diplomatic Rag. Catcgor! ':\'. \incc that was the normal 
modc of' dcspatch of communications to our missions :abroad. Thougi 
tt-.lc cc~uld have hecn scnt by i~ i r  mail. dela! could hardly hate hem antici- 
p.:rcd in sending thc s:~mc thro~tgii I)iploni;rtic Bas ;L\ the latter \ lac  to bi. 
c.i:.:rcd t h;u \,cry day. 

7. Slncc 111~- lcttcr wits Jcqiatchcd from thi\ Ministrj on the I l t b  
D.ccnihcc 1062. i t  \va\ app;~rcnt I! not \ isuriliwd t hat it ~ . o u i d  not catel? 
rhr: diplomatic hag hcfbrc i t  \\;is clcarcd that day. S o  further cnquir! 
I t :  :his rcr.;~ril was rcceivd f'rcm ISM. \\':lqhin_rton. The delay in rhc actual 
cl:.~atdi ol' tlic lcttcr by Diplomatic Has from the I 1 th to 18th u ; ~ t  drtectcvf 
t ' r ~ ~ m  \vlicn tllc C;IUSC for. I hc dcl:~! in rcwipt of thc Ictfcr b! IS%!. \\';l.;hin_r- 
! \ ) - -  \\..L\ i~i\~c~tig:ttcd in M;trch 1965 Cndcr the circum\tancc\. i t  i \  ccw~i- 
t!:-:d th:~t i t  will not hc pcwiblc to hold nn) {jnc rc\ponsihlc. 

Recommendrtion 



specilication i.e. ACS Specification required by the Dcfence Minibtry 
was not stipulated and rcviscci quotation obtained. 

LVhilc the Committee appreciate thc 1.s.M.'~ anxiety to purchasc to 
maximum possible quantity of milk to mcat the cnlergent rcquircmer?lb 
of the Defencc !kr\.ices within the allotted amount.  hey feel that this cfn- 
not be given as justi1ic:ition for dcviiltion from the A.S.C. Spccificaticln 
\vithout consulting the Indentor-. \vhich resulted in licavy l o w s  of milk. 

Thc Committee notc from the report of the Roltrd of Ofticas that tlw 
tins used hy the Suppliers wcre not wen thosc prescribed in thc Fcdrr::! 
Specification for overs ns shipments. The tins wlicn coniparcd to A S ( ' .  
Specifications and thc Federal Specifications for owr seas sliipincnts W:I c 
of weaker plate they \\.ere of rimless, benthold iypc \vhich were unable to 
withstand high pressure, rough handling and cxtrcme climatic condition> 
rind prolonged oursidc storage. Anothcr unsatisfactory featurc was thst 
in  the case of one contract, the specification of carton was furtller reducd 
from 275 Ibs. to 200 lbs. bursting strc~igth. 
IS. Xo. 39 of .4pp~rrtlis 1/ of 37rh Report af Public. Acco~mrrs Corrmrir.;~ 
( Third Lok Sabha)] 

Action taken 
(Department of Supply 

Attention is in\ircd to thc detailed information \tliich \\a> huhmii:.i  
by thc Ministry of Dcfence in rep1 lo the Conimilrcc's qucslions 1-Z : I ;  
which it was stated that prior to this transaction c~;iporarcd tinncd 111:!1 
was being imported from U.K.. Europc iitld h i \  Zealand. A s  it  if!: 
first time that this item \\;is importd from U.S.A. 1hc 1.S.M.. \t a\hingIity-.. 
did not know the A.S.C. Sprulilications and did not h:r\c an! prctious .. - 
pcrience of the purchase of this store. 

The ISM., Washington floated the first tendcr cnq~iry on 22- 12-1 W 
and it \vas onl? 28-12-62 1ha1 the A.S.C. Specifications ucrc rwci\cd in l l ~  
Mission. The A.S.C. Spxifications wcre compared \\it11 thc l-cdcrnl Sp:,!- 
Iications and the i.iew takcn was that thcre was nothing i n  consid out b.1- 
ween thc two S C ~ S  of ~pccificalions. Accordingly. the question of consulting 
the Ministry of 1)cfence or taking fi~rther action to follow the A.S.C. Sju i -  
firations was not conJdmd neccssaq at that s lap .  

As regards the tin co~itainers, the specific t)pc conforming to Ah( 
Specifications wcrr nor a\ailablc and wcre not being manul';~cturcd b j  ; ) i c  
suppliers. The suppliers had. thcrefore, regretted their inability to i . ~  
packing of the t>pc required. 

In commercial shipmcnts corrugated fibre caws having a bursting strel:=th 
of 200 lbs. were being used for thc export of cvaporatcd milk obcrscas. 11- 
view of this and thc fact that the suppliers were dcmandinp 15 Cmts put 
case extra for packing in c a m  of 275 Ibs. streng~h, the Mission ecccpt~d 
the reduction in the Specifications of thc packing. 

The Committee are perturbed o\cr  he hcavy loss which ocrurrcd 111 
this case due to  flimsy tins and weak cartow u d  for packing of milk tinnd 
rupplicd to India. The Committee are s u r p i d  to n a c  the plca of tttc 



Department of Supply and Technical Development that on an overall basic 
against the total loss of Rs. 48 -14 lakhs an expcnditurc of Rs. 78 lakhs in 
foreign exchange has been saved which would have bccn incurred had wooden 
packmg cases been used for outer packing. The Committee are unable 
to accept this as a valid argument, which proceeds on the assumption that 
thc loss of essential and urgcnt supplics valued at Rs. 48 -14 lakhs did not 
matter at all. The Comrnittcc consider it most unfortunate that so much 
o C  supplics indcntcd for the forward areas should have gone to waste. 
Moreover. the estimate of extra cxpenditurc of Rs. 78 lakhs if wooden cases 
had been used instead of cartoons nceds a careful scrutiny by the Depart- 
ment of Supply & Technical Development. In the Committee's opinion 
there was a clear failurc on thc part of thc ISM.. Washington in dealing 
\~ i th  this case, in several respects while deviating from the ASC spccifica- 
ttons in rekdrd to packing conditionr such as : 

( i )  Fitilurc to consult thc Indcntor (thc Ministr) of Defence) before 
agrccing to a material deviation from ASC spccifications in regard 
to paching; 

( i i )  Failure to ask thc suppliers to gi\c frerh quotations. on rseipt of' 
ASC spccificatiom on thc 28th Dcccmber. 1962: 

(iii) Apparent failurc to insist that the tins u s d  by the \uppliers \+ere 
in  accordance with the Fedcral rpecification for overseas shipments 
(a\  indicated in the Report of thc Board of Otficers); 

( i v )  Aprccing to a further reduction in specific:rtion of cartoon from 275 
I h .  to 200 Ibs. bursting strength. 

The Committee dcsire that thc Ministry of Supply and Technical Dew- 
lapment should inquire into thcsc lapses. with a view to fixing responsibilit~. 
Thev should also cxriminc why the right of additions1 and independent 
i n s k i o n  as provided in thc agrwnwnt was not cwrcised by I.S.M.. 
Washington. 

[S. No. 46 of A pendix I.' of 37th Report of rhc Public Accounts Contmittee R (Third h k  Sub e)] 
( i )  In so far as the first failurc is concerned. it may k statcd that in 

their telcgram of the 5th Dect.mbcr. 1962, I.S.M.. Washington 
made certain recommendations after consuiting US. Department 
of Agriculture about the sizes etc. and also asked for urgent instruc- 
tions regarding specificutions, packaging. etc. In tdcgram dated 
thc 7th Dcccmber. 1962, I.S.M. Washington were informed that 
the Defence Ministry had b r ~ n  requested to a b l e  instructions 
about packaging, specifications. ctc. I.S.M., Washington float& the 
first tender inquiry on the 22nd Dcccmber, 1962 but upto that date, 
instructions regarding packaging. spdications, ctc. had not been 
received by them. In this tender in uiry. it was provided that tk 
packaging and packing should co 3 o m  to U.S. Federal Specifi- 
fiacions. It was dso  further providtd as follows :- 
"The cartonslcascs or drums should bc security strappcd with 

mnctal strips capable d withstmuling, hadling and trampomtion to 
lndian ports. The packad  products shall k packed in containem 
which are acceptable to common carriers for shipping to point of dcui- 
nation at the lawest transportation mta for such shipment.'' 



It \vus only on 28th December, 1961 t h t  the 1ndi;rn Specifications reac id  
I.S.M., Washington. 

\t'hcn t he lndian Spccifications \icrc rcceiwd i n  thc Mission. thc 1)qwty 
I1irr.ctor rccordc. the Sollwing note :- - 

"\Ve have already issud one tcndcr enquiry. Plcnsc chuck. u p  
ho\\. these specifications differ from those laid down i l l  our tcndcr 
enquiry." 
Thc papers \rcrc marked to the ./\ccountani concerned. Hr cxtnii~:~J 

thc  India11 Specifications and wbmittcd a notc i n  which hc siatcd. i j  r tv .  
!din. (1s folloas :-- 

"The spccific;ttionr rculc.ivcd fro111 India havc hccn sccn and i~ is 
observcd that there ir nothing thcrcin inconsistent with t he I-cdcral o r  
thc C.S.A. Sp~ulificiition. In many respects. thc l.!.S. Spcrilicat:on, 
arc higher than those rcccivcd from India. 'I'hc tcndcr inquiry ;I,  i\\ilcd 
is in ordcr and no furthcr action is c:dld for." 
This statement of the Acco~ntiint \vas tiot correct. In so far :ih i l :~  

pr~kagins \\.a\ conccrncd, the Indian Specification laid do\\11 as folio\\ , :- -- 

"Tins :-The milk shall hc prtckcd in I pound tins conforming 
to drawing No. IND/GS FD 6.  Thc net contcnts of c;dl t i n  shall bu 

- 16 OZ." 
The drawing uas not rccci\.cd i n  the Mission hut rhc Accountant f ; ~ i l ~ d  :o  
bring out his point in examining the specification\. As regards r:tcl,cr-g. 
the Indian Specification pro\idcri as follo\r\ :- 

"Cut.\ :-The tlns \hall hc pachd In strong woodcn ca\r5 fiihit- 
catcd in accordance IS ith s p ~ i f i ~ t i o n  No. 1EiI), GS, ).D, ?(a). iron l~ocy,d 
or stccl strapped or vircd and sufiicntl\ \trong to ~ithbtand joulr:,! 
h? road\ rail sca or air. Each caw \hall contain 38:. 16 01. tin\". 

The spc~ification nientioncd abovc was not rwcibcd in the I.S.hl., bash~ilp- 
ton. It was. however. clear that thc tins were 10 c o n f i m  to 
a particular drawing and thew were to bc packed in mong woodc.~\ c a w .  
The Accountant failcd to bring out this fil~t. Had hc do~lc SO. it is posslhlt 
that his superiors would hate examined thc matter and tahcn a \ i c ~  on 11. 

Apparently, when thc Accountant stated that thcrc u as not hirrg inco~r\r \- 
tent bctwccn the lndian specification and thc Federal ~pccilicrttion. hl, 
superiors accepted his rtatcmcnt on trust. Thcrc uor, thcrcfwc. a tiiil~~rc. 
on the part of the Accountant in carrying out a proper cxamintltion of' thc 
Indian specification and to bring out the iniportant point rcprdinp thc tin\ 
being required to hL. packcd in strong woodcn c a w .  Thh notc of thc 
Accountant was endorsed by the Dcputj Director and approvcd b! the 
Director Gcner;il. The Dcputy Dircctor can alsa. thcrcforc. bu hcld I C +  
ponsible for this failure to a certain extent. I t  is, howc\cr, fcli that tlrc 
Director General cannot he held rcsponsiblc for this lapw. as k ing  thc 1 ~ 1 d  
of the Organisation it is impossible for him pcrsondly to go into thc dctails 
d each c a s e  whcn all thc facts arc statcd in cattpori~d terms hy subordi- 
natc dfmrs as was donc in this care. 11 war  no^ pohdAc for the hcad of 
thc o& to carry out an examination of thc details of thc A.S.C. bpcci- 
frations and the responsibility thercfbrc rcnl on the Accountunt a d  to 
slnnc extent, on thc Deputy Dircctor. It  was, thercforc. decided th;tt 
disciplinary procAingc; should be initiated agoinst b t h  thew ofticcrs 



The [)eputy Director bclongcd to the L)cplrtnIcnt of Food. The &- 
partment of 1':ood hnvc since intimated that thc Deputy Director resigned 
from Government service with effect from thc 12th January, I966 (after- 
noon). No lution is, therefore, possible against him. The Accountant 
is bornc 011 the of the A.G.. U.P. who has bcen requcstcd to  iniUatc 
disciplinary proceedings against him. Thc result of disciplinary proceedings 
has not yct bccomc available. 

( i i )  Thc second failurc referred to by thc C'ommittce arises directl! 
out of thc first. As has bccn csplnined nbokc. when thc A.S.C. specilications 
were rcccivcd in thc Mission on the 38th Dccembcr. 1902, they were 
compared wit], the F&raI specifications and the view taken was that 
thcrc wlts nothing inconsistent hctwccn thc two specifications. I t  was on 
account of chis vicw that no further action to follou the A.S.C. spcci- 
lications was taken. I t  is. thcrcforc. felt that the sccond lapsc is corollan 
to thc first Inpcc and that 110 further scpitratc action in respect of this 
lapse is called for. 

( i i i )  As rcgtrds the third Iiipw, i t  ma] be mcntioncd that the I.S.M.. 
Witshingon, had informed Ciovernmcnt in  its tclcgram of the 5th 
I>t~cmbcr, 1962 ;is follows :-- 

"I>ihcusscd with the U.S.D.A. details of a\ail:rhlc packing \iw\ 
ctc. Understand ewporntcd milk commerciall\ p;lckcd in 6 ox. or 
14+ o x .  tin$. Possible buy in larscr h .25 tin5 or 50 Ibs. harrcls h! 
sfk~~i:rl o d c r  ilt higher cost sincc manufacturin_n plants not cquip 
pcd pack in biggtr sizcs. Recommend purchasing in 144 oz. tins." 

I t  is clc.ar from thc a h v c  that the Mission ad~iscd the Ciovcrnment to 
rrcccpi commcrciallj pachcd 144 or. tim. The Ministr\- of Finance (Dc- 
panmcnt of Economic Afhirs) rcplicd to Indin Supply Mission. Washington 
undcr advice to thc. Ministry of Dcfcnce in [heir tclcgram of the 7th h e m -  
hcr. 1962 as fc)llows : --- 

"Yours 979. Consignee is Emhwkation Comn~andmt. Bombay. 
Wu prefer followin$ sizes : 

Evaporated milk 14i c~z. um. . . . . . . . ).our p r o p o ~ l  regarding 
variety and gradc acccptable ... . . . ... . .. . . . . . . . . .. 

The Mission apparently prcsumcd from this tclcgram thx thcir proposzrl 
to purchase commercially packcxi 143 oz. tins was :lcccptabIe to the Indentor. 
.A5 regards the point as to why they did not prescribe "suitahlc commcr- 
cia1 packing on the lines of A.S.C. specifications", thc Mision have stated 
that if they had asked for deviation from the Standard of Commercial p m -  
ticc, it would have involvcd considcrablc cspcnditurc and cunuqucnt 
'delay in the shipment of milk which was s t a t 4  to  bc urgently nzcded. In  
so far as the packaging is concerned, thc Ministry of Finance in their telc- 
gram of 24th September, 1963 had ukcd  the Mission that it should br. 
arrangbd in open spun type cans with tin platc of a wrtrin swi f i a t ion .  
The Mission mplied that the tins to  this specification were not k i n g  manti- 
fxtured and, therefore, the supplirrs had rcgrettcd thcir inability to use the 
packaging of thc typc required. 

t i * )  As regards thc fourth lapsc, i t  nuly be mcntiond that the Mission 
in their t,ehgram NO. 635, dated thc 27th Junc. 1962, had rr*wrtcd 
10 the Minister of Defence that evaporotcd n$& s h i p m  p r  
sandhi Jnpnti  and Jogvijny wiis pacLcd in of '75 lh. huntins 



strength furthcr secured by two flat metal straps. The telegram further 
reported that in commercial shipments corrugated fibre cases having n 
bursting strcngth of 200 lbs. were being used for exporting evaporated 
milk overseas. and in view of this and the fact that suppliers were 
demanding IS Cents per case extra for packing in cases of 275 lbs. 
bursting strength involving additional expenditure of approximately 
Rs. 2-67 lakhs, the Mission, had after informdly consulting the U.S. 
Department of Agriculture. placed thcir last contract specifying thc 
packing on corrugated fibre cases of 200 Ibs. bursting strength. The 
Mission funher requested the Ministry of Defence to  inquire into the 
actual cause for losses and t o  examine whether the loss sustained 
warranted the Mission to negotiate with the suppliers for a revision 
of specifications for packing cascs which would involve additional expendi- 
ture. The Ministry of Defence replied in their telegram of 13th 
July, 1963 that the specifications for packing cases nccd not be 
revised 31 that stage. 

The Ministry of Defence havc stated that this decision was taken on the 
basis of information given by the India Supply Mission, Washington that 
the entire quantity contracted for with one firm had already been shipped 
and a quantity of 2,58,000 cases contracted for with another firm had also 
been shipped, accpt  the last consignment of 42,000 cases which had alreod) 
been railed to docks for shipment in a vcssel sailiug on 29th June. 1963. 
The Mission also pointed out that they had cntered into a firm commit- 
ment with another firm for supply of evaporatcd tinned milk from July to 
November and commitment of freight for july shipment had already been 
made and suspension of shipments would. therefore, not be possiblc without 
imposing heav! financial liabilities. 

Further, it is observed that although the first consipnmcnt arrivrd i n  
lndia in the third week of April, 1963 the informntion that heavy losses 
had accumed due to weak packing c a m  uas communicated by the Ministr5 
of Defence to I.S.M., Washington, only on thc Und June, 1963. When 
the Mission accepted the packing of 200 Ibs. bursting strength in Ma), 
1963 the) were not aware of the extent of the losw which had alrradq 
occured and that thcy were due to weak packing. Even the 1 0 s  r c p r t  
received in the Mission in Scptcmber, 1963 did not carry with it anv details. 
However. on rectipt of a cable datcd 21-9-63 from the Ministry of Finance 
(Department of Economic Affairs) (with reference to Mission's cctblc datcd 
20.%3), the I.S.M., Washington revised the qwificarion of cartons to 
275 lbs. bursting strength. It therefore appears that the Mission aavptnf 
the d w i o n  in the \pciftcntion of packing in a d o n c c  with thcir undtr- 
standing that in commercial practice fibre cases having a bursting strrngth 
upto 200 Ibs. were being uscd for exporting amporated tinhcd milk avcr- 
seas and also with a view to cconomiu in txpcnditure. It has, thcreforc. 
been held that the Mission speed lo the reduction in specikation of ack- 
ing arcs in the bcmow belief that this piackinu would be rrdrqitutc and. 
at the wmc ti=, e ~ ~ i c a l .  In view of this position, it i s  felt that no 
further m i o n  ib called for in m p c t  nf this l a p .  

(p) As regard the queftion why the right of additional and indcpcndcnt 
was not cxtrcixd by thc I.S.M., Wruhiwn, it may bc 

d that tlw prcharc of tinned milk (unlike any f a  fi3rcign 
porrd.rsae) was under.. . . , , . . . . . . Rcylatbns and Clmw 



3(d) of the Purchase Authorisation issued by the U.S. Department 
of Agriculture specified as follows :- 

"The sale and final settlement will be based on an inspection certi- 
hte(s )  issued by the Inspection and Grading Branch, Ddr~ 
Division, Agricultural Marketing Service, U. S. Department 
Agriculture showing the quality and weight of evaporated 
milk and a statement that evaporated milk was packed in accordance 
with the requirements of the contracts and of Section 4 of this 
authorisation." 

In view of above, the question of carrying out additional independent 
inspection to determine the quality or weight did not arise, as the h l  
settlement had to be based on inspection certificate issued by the Inspectors 
of U.S. Department of Agriculture. 

(v i )  Regarding the estimate of Rs. 78 lakhs, it may be stated that this 
was based on the prices ruling in the United States in 1%3. The 
packing cost of $2.00 approximately per wooden case (to contain 48 
Nos. of 14) oz. tins weighing 51 Ibs. approximately includes labour b for the manufacture of wooden cases of 1-03 cu ic feet capaciti. 
Since the suppliers of milk do not have boxing facilities (their machinery 
being adapted to packing in cartons only by mechanical process), the 
additional cost of transportation and handling plus the charges for 
manufacture of wooden cases of the above size, mailing/staking them. 
freight from the manufactures to the milk suppliers, freight from milk 
suppliers to port of exit, additional freight by sea for increased volumc, 
making an allowance on the cost of cartons, would total upto £2. I I .  
Thus, the total additional expenditure on 801,697 cases contracted fcr 
on wooden packing would work out to E1.7 million (Rs. 78 lakhs). 

[Ministry of Works, Housing and Supply (Department of Supplies) O.M. 
No. PIZ-8(4)/64, dated the 12th Decombcr 1968.1 

Thc Committee also find that there were artain lapses on the part of the 
Ministry of Defence which should be taken duc notice of :- 

(u) the &lay on the part of the Ministry of Defence in forwarding s p e c ~  
fications of packing to the I.S.M., Washington; 

(6) the deby in clearing thc stocks of milk tinned from the do&; 
(c) the delay in applyin for marine surveys in respect of mxm consign- 

ments received in f our ships; and 
(d) the failure to change thc outer packiw from fibre cartons to wooden 

cases before despatch f m  the port to the rtspcctiw destinations 
which subtantially acctntuatcd thc losses, 

[S. No. 47 (Para 51) of Appcndix V of 37th Report Vhird Lok %bha)] 

(MINISTRY OF DEFENCE) 
The Sactuul position with regard to the obscmtions at {a) a d  (d) in 

tbe abow ncoamncadation has bacn axplrinod in the notes dealing with t h ~  
recammendlttians at S. Nos. 38 and 41 in Appcadix V to the 37th Report. 



CHAPTER v 
RECOMMIGNDATIONSjOBSERVATIONS I N  RESPECT OF WHICH 

WVERNMENT HAVE F URNTSHED INTERIM REPLIES 

(i) The Committee feel that had the extension of the Ballard Pier k e n  
carried out by the Government as had becn orginally demanded by the 
Port Trust, it would not have been necessary to incur the expenditure in onc 
lot before the commencement of the work itself; the expenditure would havc 
been spread over the period of the actual execution of the work. It is difi- 
cult to appreciate how the position underwent a change merely bccausc 
the BPTagreed subsequently toexecute the job at the cost of Gowmmcnt. 
The Committee, therefore, are not wholly convinccd about the justification 
of the lump sum payment in this case. 

(ii) The Committee feel concerned over the it~ordinate delay in entering 
into a formal agreement by the Ministry of Defence with the Bombay Port 
Trust for the transfer of the land. A substantial portion of the payment 
for the construction of an alternative landing place was madc to the Port 
Trust more than 3 years back (March 1962). The Committcc feel that 
the settlement of the dispute with the Maharashtrs Government regarding 
their title to the land at thc foundation has taken unduly long timc, pending 
which a f o m l  agrcemcnt with the Bombay Port Trust for thc transfer of 
the tand could not be entered into. 

(iii) In reply to a question whcthcr tiie~e was any apxmcnt  bc~wcrn 
the BPT and the Maharnshm Government regarding the ownership of the 
land. the Ministry of Trdnsport has stated i~\ undcr :- 

"The land under reference was vcstcd in the Bombay Port Trust 
under the Act of 1873." 
If that is so, thc Committec arc unablc to apprcciatc how the claim of 

the Maharashtra Government comes in. Thc Committec desim lhat thc 
issue may bc scttled cxpcditiousl y with t he hbharashtra Government so 
that a legally valid agreement transfemhg the ri hts in the land to the Ccn- 
t n l  Government. may h entered into. The &mmittce also rccommcnd 
that the final payment should be made only after the cxccution of the trans- 
fer documents. 
[S. No. 1 of Appendix V of 37th Report (Third Lok Sabhcr)l 

(i) To havc a proper appreciation of thc rcasous justif in8 lump sum 
p l ~ l ~ ~ ~ t  in thir caw it seam desirable u, recapitulate the f~rlb,~ hor  :- 

I. The Naval Dockyard 6Jlprrnrion Schemc as planned by thc Consul- 
ting E 'n#r, involved incorpocation iW tbc dock ard of certnin nuets and 
~ardr x h e  Port Trust rt the B.nd Pic*, Ballsrd g undcr and the metmcnt 
*lati* thereto. Soon aficr the Report of the Consulting Enginerr k c a m  
~vaikibk, the BPT rnied objcctionn to ~ h c  whdc wltcmc. Irr rhi* cimnccticrr~ 
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3 copy of their letter No. C/7/190, dated the 3rd November 1950 is 
enclosed: The BPT's view was that it would seriously hamper the 
future expansion of the port for commercial purposes. Even upto 1953, 
there was no change in the attitute of the BPT and there was opposition 
from the Trustees in view of the feeling in Bombay business circles against 
the scheme. It was in August 19M'that, after prolonged negotiations. 
which at oire time involved intervention by the Prnne Minister, it was p ~ s -  
sible to persuade the Port Trust to release these lands with structures there- 
on to the Navy. The total area involved in this transfer was 15,464 square 
yards out of which an area measuring 13,1% square yar& was handed 
over to the Navy in 1954-55. The BPT had agmd to transfer their lands 
and structurcs to the Navy on an "area to area" and "structure for Struc- 
ture" basis of exchange. In their words, Government undertook to carry 
out equivalent works in exchange of the areas transferred and it was then 
(August 1954) qtated that this work was expcted to start in about 13 
months* timc. Subsequently, afier further discussions, Government agreed 
to provide a caisson t y v  of wall for the new construction but till 
August, 1959 no agreement could be reached regarding the details 
of the wall e.g. its depth, foundation etc. On BPTs writing to 
Government in this regard, in November 1959, Government agmd that the 
BPT could carry out thee works themselves prwided the designs wot 
approved by Government and its share towards the cost was predetermined 
and finally settled with the BPT and this cost would not be more than what 
would have been spent if the design proposed earlier by the Defence Mi- 
nistry's Consultants had been adopted and the work executed under the 
Ministry's arranpemcnts. On 1st February, 1960 in a letter written by the 
BPT D.G.N.D.E.S. the Port Trust authorities explained the rtq~im-  
ment of determining the lump sum payment to be made to them by the 
Defence Ministry. For the purpose of determining Defena Ministry's 
liability i t  was aggrecd between the partics in October, I961 to efer the 
matter to a joint team of Consultants of the prties on the following 
terms of reference :- 

(i) To work out thc design of the solid caisson type wharf cquivaicnt 
to the existine Ballard pier in accordance with the agreement 
reached on 20-8- 1954. 

( i i )  To estimate the cost of extending Bdlard Pier along its present 
width and alignment for a distance of 750 A and to assess and 
suggest the sum of money payable by Govermncnt to the Bombay 
Port Trust in rapcct of all items enumerated above. 

(iii) To substantiate the abovc estimate to the satisfaction of BFT and 
Government and to furnish the necessary details and chssiAcations 
in this regard and in re@ to design worked ow in acmtdancc 
with para (i) above to enable the BPT and Government to come 
to a settlement on the final amount to be wid by G o ~ u m n ~ n t  to BPT 
in respect of all items enumerated above. 

This joint Report, received in February, 1962 also r e c o m d n t  35 
under :- 

"We consider that in f i k ~ t  of Oovrmnwnr's obl@iont in a m d a n c e  
with tbe ypssmcnt 1W.*.&nru- 
p o ~ t ~ t k ~ t h e n m r t f ~ s .  139-661 hg. 



2. In the tight of the position explained above it would be observed 
that the agreement with the BPT and the terms of reference to the Joint 
Team of Consultant provided for lump sum payment in discharge of GO- 
vemment's obligations in respect of all items. There was no apeemen1 
or understanding between Government and the BPT at any stage that the 
payment will be made in suitable iustalments. Government had decided 
to acquire Ballard Pier Area from BPI' despite resistance a ainst this deaolld 
fiom 1950 onwards. With this background it would not f ave been possible 
to suggest payment by instalments, as it could possibly have given another ' hurdle to BPT to prolong discussions and cause further &lay in execution 
of the scheme by withholding transfer of the remaining portion of the area. 

Moreover, the payment was due to the BPT for the land and structures 
handed over by the BPT in 1954-55. Government had undertaken to ex- 
tend the Ballad pier to compensate the BPT for lands and structures, which 
had to be released by the Port Tmst. There was, therefore, no scope or 
justifidon for inststing that the payment to BPT would be conditional 
to their actually executing their portion of the Extension. If the argument 
that the payment to BPT should depend on actual progress of extending 
the BPT's portion of the Ballard Pier is taken to its logical conclusion, it 
would mean that so long as the BPT is unable to carry out the work of 
extending their portion of the Ballad Pier the Ministry of Defence would 
not be obliged to make any payment at all, although the lands and structures 
belonging to the BPT, have been in possession of the Navy since 1954-55. 
Tk BPT could not have been expected to accept such a situation. It would 
thns be apparent that the paymcnt made to the BPT was not in any way 
contingent on tbe actual amying out of these works by them. At the 
earfia stage of negotiations with the BPT this payment was to be in kind 
through Government building up a corresponding portion of t k  extension 
to the BaIlard Pier and handing it over to the BIT. It is on1 because it I was later agreed to permit the BPT to cany out there works t at the pay- 
mmt to be made in cash in lieu was determined on the basis of the joint 

rt of the Government's and thc Port Trust's Consulting Engineers. The b% h ving fulfilled a part of the obJigation under the agreunart, tbcre 
could be no question of not fulfilling Government's obligation by making 
a part of the payment that was due. 

3. Although tbcre has ken conduable delay in enttring into a formal 
agromrr?nt the BPT transferred tk & eclo porresrion of a ~ ~ t t r  and lands 

15,3184/9 square yards to tL Navy as under :- 
(a) Between 15th October, 1954 and 16th July, 1955 : 13,196 7/9 SQ. Yards 
!b) Between 8th March, 1963 and 28th March, 1964: 2,121 61, Sq. Yuds 
(c) Babcc yet to be handed over : 146 Sq. Yards, 

Nara :- 
( i )  The lands a (a) above were handed over as a result of agreuncnl 

reached at the meeting M in Tramport secrCt.ry room on 20-8- 
1954. 



4. The BPT is an autonomous body and except for a small portion of 
area the dejocio Ifion of the lands and assets thereon had been trans- 
ferred to t h  U ~ o v ~ t .  Th Civil Engineering works in r a p n  
of Ballad Pier Extension were also completed in full on the 31st Decclnk, 
1965 and therefore &lay in entering into a formal agreement of transf'cr 
did not impede the execution of the works and utilisation of the Per. 

5. It may be explained that the claim of the Maharashtra Government 
did not pertain to the lands vested in the BET under the Port Trust Act of 
1879, but on a portion of land (at Ballad Mole) stated to have been re- 
claimed by the Port Trust authorities from the sea bed lying beyo* the 
llmits vested in  them under the aforesaid Act and later merged wltb It. 

6. The Maharashtra Government claimed title over certain parts of the 
lands transferred by the BPT to the Navy. Central Govemmtnt also 
claimed title to these l a d s  on the basis of certain survey charts of 1880-81 
& 1892-93 pertaining to Bombay harbour, which were obtained from tbe 
Admiralty. 

This Miniuty took adequate measures to establish title over t k  )ads. 
The Defence Minister discussed this case with the Chief Minister, Mahara- 
rashtra in April 1964, when the latter held that it was premature to discuss 
thc matter when it pertaind to legal rights of his Govenunent. The Go- 
vernment of Maharashtra, Revenue and Forests D e p a m n t  in their ktter 
No. LBL 2563f1160409-AS, datcd 18-1 1-1966 have since communicated 
as under :- 

"Sins the land from the Ballad Pier area required for the Naval M k -  
yard Expansion Scheme is within the temtotial waters of Jndia this State 
does not now pursue its claim over it." 

7 .  Necessary steps are now being taken 10 finalise as expeditiousiy as 
possibk legal& valid agrrnnenx with the B o m b  Port Zhm h a n s f i  the 
rights of the property to the Navy. The Committee's direstion that the 
final payment to BPI' should be made only Pftu the execution of tbe trans- 
fer documents, has also been noted for compliance. 

[Ministry of Defirnce, O.M. No. 1 I (2)/64/ D (&&et), duted 17-1-67] 



The Committee feel that this problem of defection of trained staff re- 
quim to be tackled realistically by rationalising and improving the pay 
scalesIservia conditions of the technical personnel, commensurate with 
their experience, training and prospects. 
[Sr. No. 14 Appendix V of 37th Report of PAC (Third Lok Sabha)] 

This matter is under consideration. It will take sometime btfore a 
final decision can be taken. 

(vi) Telephonic and telegraphic communications between Equipment 
Depots, Re irs Organisations, Overhaul Stores Depots, Forward Supply 
Depots, ~$Maintrnance Command and Air Headquarters should be 
improved. 
[Sr. No. 37 (vi) of Appendix V of 37th Report of PAC (Third Lok Sabha)] 

(vi) The proposals nude by Air HQrs. recently in this regard arc under 
consideration. 

NEW Dnur: M. R. MASANI, 
chuirtnan, 

Public Accounts Committee. 

March, 4,1969 
PhaIgma 20,189Y) (Sakd 
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