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r, the Chairman of the Public Accounts Commttee, as authorfsed 
by the Committee, do present on their behalf this Hundred and 
Nineteenth Report on Appropriation Accounts (Defence Services), 
1967-68 and Audit Report (Defence Services), 1909. 

2. The Appropriation Accounts (Defence Services), 1967-68 anc! 
Audit Report (Defence Services), 1969 were laid on the Table of 
the House on the 31st March, 1969. The Committee examined these 
at their sittings held on 6th (FN), 7th (FN), 8th (FN), 9th (FN) 
and 23rd (FN) January, 1970. The Minutes of these sittings form 
part of the Report (Part 11) *. 

3. The Committee considered and finalised the Report a t  their 
sitting held on the 28th April, 1970. 

4. A statement showing the summary of the main conclusionsl 
recommendations of the Committee is appended to the Report (Ap 
pendix). For facility of reference, t h ~ 3 ~  have been printed in thick 
type in the body of the Report. 

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

6.  The Committee would also like to express their thanks to the 
Officers of the Ministry of Defence and the Department of Defence 
Production for the cooperation extended by them in giving infor- 
mation to the Committee. 

NEW DELHX; ATAL BIHARI VAJPAYEE, 
April 28, 1970 Chairman, 
Va&ikhn' h,  -1892<S).' ' Public Accounts Comm;ttee. 

- ------- --- -- 
*Not printed. One cyclostyled copy laid on the Table of the 

House and five copies placed in the Parliament Library. 

(v) 



DEFENCE PRODUCTION 

Slow progress in manufacture of an improved mode2 of a weapon 
and related ammunition 

Audit Paragraph 

Mention was made in paragraph 13 of Audit Report, Defence 
Services, 1963 about delay In establishment ol production of a 
weapon and ammunition. The project was sanctioned by Govern- 
ment in April, 1959 for Rs. 347 lakhs. 

1.2. In  September, 1962 Government sanctioned an additional 
Nq. 108 lakhs for expanslon ~f facllit~cs for progressive indigenous 
manufacture of t h ~ s  weapon and ammunition. 
I. Progress i% ,,lnanujacture of weapon .c 

1.3. The total number uf weapons pr~gramnled to be manufac- 
tured in three phases was 181 u n i t s 6 0  in y:iiase 1 ordered in Sep- 
tember 1959, 42 in phase I1 ordered in May, 1961 and the balance 82 
in phase 111 ordered in March. 1964. Initially, it was planned to  
manufacture six units per month in two ten-hour shifts after estab- 
lishment of production. This was scaled down in April, 1964 to 
four units per month. Production commenced in August, 1960 but 
there was a steady shortfall in actual production, the average 
monthly production being less than one. Originally, the manufac- 
ture of 60 units in the first phase was to be completed by April, 1962 
(if., within three years of the date of signing the agreement with 
the foreign collaborators in April, 1959). This was later revised to 
October, 1964; manufacture was, however, completej only in August 
1967. Of the subsequent orders for 124 units (phases I1 and 111) 
manufacture of only seven has been completed so far (September, 
1968). 

1.4. According to the Ministry, xhortfall in production is attribut- 
able to- 

( 9  

(ii) 
(iii) 

(iv) 

delay in receipt of drawings, manufacturing scheduled and 
tool drawings from collaborators till July, 1959-August, 
1960; 
delay in delivery of imported toolings till October, 1961; 
delay in supply of steel sheets and plates till December, 
1961; 
time taken to rectify a defective part supplied by the 
collaborator; and 



2 

(v) unexpected difaculties in machining complicated porte. 

1.5. In order to avoid further setback, indent for all sub-assmbl- 
ies required for production of the remaining weapons has been 
placed on the collaborator. 

1.6. To augment the production of the weapon to eight units per 
month (in two ten-hour shifts per day) Government also sanctioned 
i n  Novem,ber, 1965 Rs. 348 lakhs for setting up of additional 
facilities. Production was expected to increase to that level in 10 
months after receipt of all machines by November, 1967. 

1.7. Out of 159 machines to be installed for this augmentation 
only 112 have been received (April, 1968). I t  is now expected that 
production of four units per month would be achieved in 1969-70 
and that this would be increased to eight per month from April, 
1970. 

1.8. Due to the slow progress in manufacture of the weapon and 
also in view of the urgent nred to equip the Defcnce,&nits with t h e  
improved version of the weapon, Government sanctioned in March, 
1967 import of the weapon from a foreign source at  a cost of over 
Rs. 5 crores. Further, electronic equipment (Rs. 9.66 lakhs) pur- 
chased locally and other costly equipment (Rs. 70 lakhs) imported 
for being fitted to the weapon are also lying in stock since procure- 
ment between August, 1964 and June, 1967. 

1.9. The Ministry have stated that a committee has been set up 
(November, 1968) to study the reasons for the low output and sub- 
mit recommendations for stepping up production; the report is 
awaited (January, 1969). 

11. Progress in manufac:ure of related ammunition 

1.10. Production of the ammunition in Ordnance factories was 
planned at the rate of 10.000 rounds per month In one shift of 8 
hours. There was to be progressive increase in the indigenous 
content. But the actual production achieved is only about 50 per 
cent of this target. The shortfall in the rate of production has been 
attributed by the Minlstry to delay in receiptlerection of required 
machinery and setback in production of fuzes indigenously. It was 
envisaged that after October, 1964 the ammunition would bc pro- 
duced with indigenous fuze and imported propellant and that indi- 
genous propellant would be availabIe for ammunition produced 
after March, 1967. Though production of fuze was established in 
October, 1965, i t  failed at  proof stage and the~efore  bulk production 
could not be undertaken. The manufacture of propellant was es- 
tablished early in 1966 but production is not sufficient to meet the 



requimefitr of t 2 U  ammunltioa. CmWqluprUy, mrb* cortin6[ 
RJI. s3 lakhb md prapellant costing Rs. 12 lirkhs had to be order@ 
from abroad up to AMl, 1968. 

[Paragraph No. 3, Audit Report (Defence Services), 1-1 
1.11. During evidence the Committee pointed out that the De- 

partment of Defence Production had informed the Public Accounts 
Committee in November, 1983 that 35 units of the weapon would be 
produced by March, 19f54, and that thereafter production would be 
m'aintained at the rate of six units per month. The Committee en- 
quired about the reasons for shortfall in the anticipated production. 
The witness explained that the foreign manufacturers had indicat- 
ed a tlme lead of about 18 months for the supply of this weapon. 
When there were difficulties in the indigenous manufacture of com- 
ponents, the  matter was taken up with the collaborator who then 
advanced the lead time by as many as 33 months. Specialist teams 
from the overseas manufacturers were invlted on a number of 
occasions. Our own people also went to their factories to study the 
processes and get cxpcrtlse as quickly as possible. But unfortu- 
nately they had clren now not succreded In thclr efforts The 
representatwe of the Department of Defence Production added that 
"this is a very complicated weapon. I must frankly admit that with 
a11 good intentions, the planners did over simplify the technical 
d~ficultics in the manufacturing processes. They perhaps over- 
estimated our own capabilities and a projection was given, efforts 
were made to keep to it, but then difficulties came which belied 
those expectations and there were shortfalls." 

1.12. To a further question why 60 units of the weapon as per 
phase I of the programme could not be got ready by April, 1962, the 
witness stated that initially it was contemplated that the indigen- 
ous content would be 15 per cent but at the implementation stage 
it was raised to 35 per cent. In a complicated weapon, if there was 
larger indigenisation there were bound to be greater difficulties. 
The second reason was that "there was difficulty in getting all the 
drawings etc." from the overseas collaborators. After receiving the 
initial lot, it was found that some more documentation was neces- 
sary. The matter was, therefore, taken up with the collaborators. 
As a result, there was delay in the procurement of plant and 
machinery. On account of these reasons. the production of 60 units 
during the first phase could not be achieved according to schedule 
(April, 1962). A revised target (October, 1964) was laid down 
which also did not materialise and ultimately the 60th Weapan was 
produced only in August, 1967. 

1.13. The Committee enquired why there was a gap between the 
ending of the Arst phase in 1967 and the starting of the ~econd phase 
in 1968. The witness stated that serious dffaculties were encount- 
ered in the indigenous manufacture of gear assemblies. These had 



not been anticipated and were solved as and when they arose dur- 
ing the process of manufacture. 'The second difficulty was in an- 
other component assembly which was indigenously produced. It 
was a very complicated one consisting of nearly 900 parts. Thirdly, 
the hydraulic gear box control equipment presented lot of diffi- 
culties as it consisted of high precision assemblies. All these fac- 
tors had led to the delay in the commencement of the second phase, 

1.14. The Committee enquired why in view of the initial diffi- 
culties, additional sanctions were obtained in September, 1962 and 
November, 1965 for expansion of facilities. The representative of 
the Department of Defence Production stated that the rate of pro- 
duction envisaged in the origmal sanction (April, 1959) and in the 
sanction given in September, 1962 was 4 per month. It was ex- 
pected that out of 48 units produced in a year, 40 would pass the 
inspector's test. As the requirements of the forces developed, it 
was found that many more units would be needed. Therefore in 
November, 1965 Government took the decision to double the pro- 
duction. 

1.15. The Committee enquired about the actual expenditure in- 
curred against the aforesaid sanctions in terms of foreign exchange 
and rupees separately. The witness stated that the total outlay 
could be divided into 3 categories viz., capital invested, deferred 
revenue on tooling etc. and revenue expenditure. For all the thre2 
phases put together the break-up of the amount sanctioned under 
these heads was as follows:- 

Foreign Rupee Total 
Exchange Expenditure -- - 

(Rupees in Lakhs) 

Capital . . . . . . . . 189.94 252.48 442.42 

Deferred revenue . . . . . . 79.59 62.83 142.42 

Revenue . . . . . . . 386.12 2.30 388.42 

Grand Total : . 

1.16. In a subsequent statement furnished to the Committee, the 
Ministry have given the following break-up of the sanctions given 
in April, 1959, September, 1962 and November, 1965 for the weapon1 



arfimimition or both. 
7 

_--A 

Details First sanction Total Second 3a:lction Total Third sanction Total 

(a) Date of 22 Apr 59 
sanction and for both 
whether for 
weapon, 
ammunition 
or both 

6 Sep 62 3 Nov 65 
for both for wapons 

only 

Phase I1 

Ks. Ks Rs. Rs. Ks. Rs. 
(h) Amount .~j. 20 lal;!v;l 3.17 08 26.57 lakhs 7 109.74 23.61 lakhs 7 348 34 

of sa.sit i  m ( I l l ; )  1 l:ikl~:~ (RE) lakhs 
302 88  Idihs I 1 1 3  73 lakhs 1 

(Ft) J (Hi) J (W , 

( c )  l<~l' l t~LI I'hast 1 
phase of 
production 

8.  So lakh 1 1 15) 61 For augmcnratron of 
(RE) lakhs the n capon frdm 4 to 

110.8, lakhs} 8 Nos. per mocth. 
(W J 

(d) Anticipa- oo. Nos. wcrr to be 42 Nos. in Phasc I1 & This sanction was 
led rate 01 complctc.l hy April 62 S2 in I'hasr 111 werc givcn to cnablc the 
production t o  be completed t ,y  ordnancc factories to 

1963 and 1964 respcc- increnx the indigcr.- 
tively. ous content 3s \\ell a s  

meet the target of 8 
Nos. per month. 

1.17. As for the actual expenditure incurred under each of the  
sanctions, the Department of Defence Production have stated that 
"it has not been possible to work out phase-wise expenditure bu t  
the total expenditure upto March, 1969 is Rs. 2,09,74,617 in rupees 
and Rs. 6,91,51,750 in foreign exchange. The Committee further 
understand from Audit, that due to slow progress in manufacture 
of the weapon and also in view of the urgent need to equip the 
units with the improved version of the weapon, Government sanc- 
tioned in March, 1967 import of the weapon at  a cost of over Rs. 5 
crores. 

1.18. The Committee enquired when the 159 machines required 
for augmentation of facilities sanctioned in November, 1965 was 
ordered and how many of them had been received and installed. 
In a note on these points, the Department have stated that the 
machines were ordered between February and May, 1966. A total 
of 143 out of 159 machines had been received between April, 1966 
and April, 1969. All of them excepting 5 have been installed. The 
Department have added: "Of the 16 machines yet to be delivered, 4 
are special purpose lathes and one a rifling machine which have to 
come from. . . . (a foreign country). Two are Horizontal Boring 



and one Gear Hobbing Machine which haw? to coma fmn m. 
One &graving Machine has to come from.. . . ( a n o a r  foreign 
country) and 7 others are from other m e r e n t  sources. Every 
effort is being made to obtain these machines at  the earliest and 
reminders are regularly being issued for immediate supply. These 
are expected to be receivd shortly. 

1.19. The Committee enquired about the progress made in manu- 
facture of the weapon. The witness stated "I would candidly sdmit 
that even today the projection given earlier of prclduction at  the 
rate oi 4 per nionth could not be fulfilled. The maximum we have 
been able to reach is 2:5 per month. In December, it was 3 and in 
November. 2 . .  . . . . . .The original expectation that we will in 19'70- 
71 go to 8 per month is not going 'to be fulfilled." 

1.20 In reply to a further question, the witness gave the follow- 
ing figures of producti9on since 1965-66:- 

1965-%25 
1966-67-14 
1967-68-1 
1968-69-15 
1969-70-12 

(upto December, 1969). 

1.21. Explaining the reasons for the poor perfonnnnce in 1967-68, 
he stated that in that year the process of indigenisation was step- 
ped up. As a result, lot of difficulties had to be faced. Now the 
production was going up and by next year it would be about 3 to 4 
per month. The witness added: "Our people have gnined some ex- 
perience and at the moment we are trying to increase production. 
Something is going wrong somewhere and there is so much rectifi- 
cation to be done. We are steadily gaing up to the target but not 
tm fast. If we go too fast, there will probably be a slip." 

1.22. The Committee enquired whether steps had hrcn laken to 
avoid any further set-back in achieving the production targets. The 
witness stated that it had been decided not to hold up the produc- 
tion programme if there was delay in mastering the p:-ocesses in 
the overall process of indigenisation. With that end In L iew, c-rtnin 
important critical components had in anticipation been imported 
and kept in reserve ta be used when the occasion ?rose. At pre- 
sent 57 per cent of the components were being produced indigenous- 
ly. The rest 43 per cent were still imported. 

1.23. On its being pointed out that in 1967 the Committee were 
. told that the indigenous component was 50 per cent which showed 



that the progress in the preceding two years was cnly 7 per cent, 
th witness stated "When we talk of percentage of indigenisation 
we give the figure of ability developed in our factories to produce 
various parts. 57 per cent is the figure today. But i t  may adually 
happen that in an equipment delivered in the last week of Decem- 
ber, the import content m y  not be higher than 43 per cent, be- 
cause we might have got stuck up and we migbt have used some 
imported components kept in reserve. The figure of 50 per cent 
given earlier also would be subject to the same qualification." 

1.24. Asked whether there was any definite target date for achiev- 
ing complete indigenisation, the witness stated that for some com- 
ponents and highly specialised materials, the requirements might 
be so small and the investment required for its development and 
production in the country might be so large that i t  would not be 
an economical proposition to aim at producing that material or 
that component in the country. In such cases, it would be much 
better to import the items from abroad. 

1.25. In a further note on this subject, the Ministry have stated 
as follows: - 
1 

"In the first instance the following programme was drawn up 
for indigenous content of the weapon:- 

Phase 1-60 units : 35 per cent by 1962 
Phase 11-42 units : 60 per cent by, 1963 
Phase 111----82 units : 80 per cent by 1064 

It was expected to step up the pace of indigenisation in phase IV 
(for 152 units) to 90 per cent by 1965. 

"The diflhulties in respect of three items v'z., Geam Component 
assembly compniging 900 patds for the ultvatmg m o ~  4 gear 4 
hydrauife --box control equipment, cum to Rgbt aurityl pra- 
greeive manufacture in Phase XI. The problem became oerious in 
1967-88. Although most of these di&lculties have been sorted out. 
it is difficult to my that all the hurdles have been crossed. Some 
production probkms are rtfU being encountered whicb it fs  Roped 
will be overcome through tpmedirl measure being Wen No 
definite programme haa been drawn up for indigenous rnanufacturu 
of imported components as efforts are being concentrated at 
sent to establish production in quantity so as to avoid imprt  of 
complete weapons. " 

1.26. The Committee enquired whether the Report of the Com- 
mittee set up in November, 1968 to study the reasons for the low 
output and to suggest mewurea for stepping up production hd . 



0 
b e n  received and if so, what its recommendations were. The 
representative of the Department of Defence Production stated that 
the Committee had given a vohminous report. Oae of the impor- 
tant recommendations was that the inspection system should be 
modified and there should be integrated stage inspection so that 
inspection facilities would be available at all necessary stages of 
production. This reconjmendation had been accepted by Govern- 
ment. Some posts had been sanctioned and within a couple of 
months, the integrated stage inspection system was going to be 
adopted. This would lessen some of the dificulties at the final stage 
of assembly. 

127. Another important recommendation of the Committee was 
regarding authorlsed holders of sealed particulars. In the Directo- 
rate General of Inspection for each and every weapon, there is a de- 
signated authority known as the authorired holder of sealed parti- 
culars The Committee had recommended that the office of the 
authonced holder for this particular type of weapon should be shift- 
ed to the place of final assembly of the weapon so that there could 
be cross check immediately and any deficiency defect or need for 
rectification could be looked after on the basis of the original draw- 
ingc, available with the authorised holder. This recommendation 
had also been accepted and was being implemented. 

1.28. From a further note on this subject, the Committee find that 
the following main difficulties and draw-backs were found by the 
Committee appointed by Government to be responsible for retard- 
ing production: - 

"(a) Belated maturity of connected projects due to lengthy 
procedures and too many departments being involved. 

(b) Insufficiency of technical know-how and experience coupl- 
ed with the intricate nature of the equipment. 

(c) Complicated stores provisioning and accounting proce- 
dures. 

(d) Elaborate and complex inspection both f6; 
material and equipment by many inspectors and lack of 
integrated inspection system." 

1.29. The Department have further stated that subsequent to this, 
a high level departmental committee has been appointed by the 
Government. After the recommendations of this Committee be- 
come available, coordinated action will be taken to remove the dim- 
culties and draw-backs as suggested. 

1.30. The Committee enquired whether the imported weapons 
were frjund to be satisfactory by the units. The representative of 
the Ministry stated that the imported weapons and also those which 
were manufactured in India were found to be satisfactory. 



1.31. When asked whether the weapons manufactured in lndia 
correspond to the modified version imported from abroad, the re- 
presentative of the Department of Defence production stated that 
the modified version only was being manufactured. 

1.32. The Committee enquired whether the ordnance factories 
were in a position to manufacture the spares needed for mainten- 
ance of this weapon. The representatlve of the Department stated 
"in the whole defence production organisation it has been accepted 
as a rule now that side by side with the manufacture of the store, 
spares and components required for maintenance or overhaul 
should also be taken care of. A part of the capacity is earmarked 
for this purpose. As far as this weapon is concerned, what you 
have mentioned will certainly bc taken care of." 

1.33 The Committee enyulred whether the electronic 2nd other 
costly equipment which had been imported at considerable cost 
had bren utilised for manufacture of the weapon and if held in 
stock, whether there was any risk of its deterloration. The w i t ~ e s s  
stated that due to deficiencies in actual production, some of it had 
been lying in stock but it would be utihsed. To a question why 
its import was not correlated with production, he replied that "it 
was in accordance with the programme then in view that importa- 
tion was arranged. " He added, "if you total up the actual produc- 
tion of these weapons, you will find that there has been a very big 
deficiency as far as the total number is concerned. Therefore, the 
surplus is still contnuing. As I said, indigenous efforts are also 
being made to make them here. These will remain as reserves and 
will be utilised as and when necessary." 

1.34. From a note subsequently furnished to them, the Cornmit- 
tee observe that imported components and sub-assemblies valuing 
Rs. 113.67 lakhs a w  also held in stock by the DGOF. It has been 
stated that none of these have outlived their self life and all of 
them are expected to be utilised in production. 

1.35. Asked how the cost of production of the weapon manufac- 
tured in India compared with the cost of the weapon imported from 
abroad, the witness stated that the imparted weapons were suppli- 
ed a t  a very concessional price. These weapons were lying unused 
for a Iong time in the originating country as they had been replac- 
ed by a more modern weapon. The cost of production of the 
weapon in India in 1963-64, that is, before devaluation was Rs. 4.25 
lakhs for each weapon. The present cost was Rs. 5.64 lakhs. 

1.36. Asked whether the cost of production was expected to go 
down with increase in production, the watness stated that "I would 
not be able to say that. Firstly, it has to be acknowledged that 
in the process of indigenisation, there is a little rise in cost because 



our industrial base is not so well-organised as it is elsewhere. He 
have to improvise and depend on our own initiative and our own 
resources and the indigenisation cost is some times higher than the 
importation cost." 

1.37. The Committee enquired whether in view of the latest 
developments relating to the development of surface-to-air n~issiles 
this weapon would not become outdate3 by the time its manufac- 
ture was fully established. The witness stated that it was still 
being used by a large number of countries "though the original 
county has switched on to other types" i.e., surface-to-air missiles. 
The witness added "We still consider that it is tactically a useful 
weapon for us." The Committee enquired what recommendations 
the Aeronautics Committee had made in regard to the development 
of surface-to-air missiles and whether the development of those 
missiles will not make this weapon obsolete. The Department of 
Defence Production have stated in a note: "As certain recommenda- 
tions made by the Aeronautics Co' mmittee in regard to the deve- 
lopment of surface-to-air missiles are still under examination by the 
Government, it would be premature to deal with them at this stage. 

1.38. The weapon referred to in the Audit Paragraph is likely to 
remain in service for several years to come and the planning is to 
use both the weapon and surface-to-air missile as complementary 
systems". During evidence, the witness stated: "We are all strug- 
gling with the development of local expertise. The experience of 
our people will be an asset to us. It will enable us to .go in for a 
production programme of the successor. So, the capital that we 
have invested on machines, etc. will be made use of. Some 
machines also can be diverted to the production of successor item. 
That way, we may not be the losers. But we have to be watchful 
about it. We h a l l  arrange to limit our productim gmslromme in 
mch a manner that its utilisation is within the safety period and 
it do- not become obsolete." 

1.39. The Committee enquired whether the Recearch and Deue- 
lopment Organisation had been brought into the picture with a view 
to improving the design and maximlsing indigenous manufacture of 
components of the weapon. The representative of t h t  Research 
and Devdopment Organisation ntatod "As regards thia particular 
type,. . . . because it is under licenced producticm and there are cer- 
tain warranty and guarantee clauses with the foreign licensor, we 
have not come into the picture. But on the indigenisation side, the 
drawing and specifications being available, the D.G.O.F., in conjunc- 
tion with the inspection authorities, are going ahead with i t  and, 
if there are any difficulties, I am sure, they must be getting the help 
from the foreign licensor." The representative of the Department 
of Defence Production added-"What can be done is on tbe basis 



of experience achieved i n  licence production the problems can be 
noted by the Research and Developent  Wing for further sub- 
sequent development and producing something which is more effi- 
cacious and powerful to what is k i n g  produced." 

L.40. To a questian if any difficulty had becn experienced wlth 
the foreign collaborator in getting the required data and designs for 
this sophisticated weapon, the witness replied: "This doubt  ha^ 
crossed oiir minds also but quite frankly i t  would be difficult to be 
conclusive on that; we have been pointing out their own short- 
comings and putting the responsibility on them and as collabra- 
tors, they themselves are responsible for ensuring that we do 
develop expertise for the production programme which was envi- 
saged; they have been sending their expeTts frequently to us. 'l'wo 
experts will be coming in this month or early in February. We 
are discussing about various shortfalls and various bottlenecks and 
it is possible a team of our officers will go and find out how they 
are solving their similar problem there. We do feel sometimes 
that they may be more interested in supply and export of full equip- 
ments rather than on enabling us to develcping our own production 
effort. . . . Overtly. I would say that they have not given us an 
opportunity by which openly we could accuse them of not parting 
with all that they have. They have not given us that opportunity. 
But that lurking doubt in our minds still remains." 

1.41. To a question ~f the Committee appointed in November 
1968, (c.f. para 1.28) had  give:^ any indication in its repcri that 
thc uollaboratcrs were responsible for retardation of production, 
the Ministry have In a written reply stated that the Committee had 
not given any such findings. 

1.42. In reply ~cr another question, the witness informed the 
Cimrni t t c ~  that I he  collaboration agreement had been extended for 
i.nr ther five years. The Committee enquired whether royalty \\.as 
still payahlr in rrspect of weapons manufactured after the expirj 
of 10 years since the signing of the original collaboration agreemmt 
in 1959. The Department have stated that the relevant clause in 
the  agreement as now extended provides that royalty shall be paid 
bv the licmsce to the licensor at  the rate prescribed in the original 
agreement for all the weapons satisfactorily manufactured upto and 
including 7th April, 1969. 

1.43. The royalty shall also be paid for all the weapons salisix- 
torily manufactured during the period 8th April, 1969 to the 7th 
April, 1971 subject tc9 a maximum of 135 weapons pravided that if  
135 weapons are not manufactured by the Licensee upto 7th April. 
1971 or earlier, royalty for the weapons falling short of 135 shall be 
paid by the licensee to the licensor during the year 1971-72 and 
that no royalty shall be payable thereafter. 
854 (Aii) LS-2 



(ii) Progress irz manufacture of related ammu.nition 

1.44. The Committee desired to know the reasons for shortfall in 
production of ammunition for the weapon. The witness stated that 
originally the prcduction of this ammunition was planned in two 
phases. In the first phase. both the fuze and propellants were to 
be importrd but in the second phase both were expected to be pro- 
duced indigenously. Later on: when production started it was 
fcund that there would be difficulties in  developing the indigenous 
propellants. Therefore, the production programme was divided ill 
three phases. The first phase contemplated the use of imported 
fuze and imported propellant, in the second phase the fuze was to  
be indigenised and that propellant to be imported and in the third 
phase, the propellant also was to be indisnised. On reaching the 
second phase, lot of' dificulties were experienced in the production 
of fuzes and the. programme it-as held up on that amount. Tl~us, 
while thev rviLrv r:ble tc  attain the expected programme of 10,000 
fuzes pw ni:lnth n l th  imported components, the moment they went 
in for ind~genat~on of the fuzes, they suffered a :irt back. 

1.45. The witness added that even trough the fuzes were produc- 
cd c.sactly in accordance with the drawings supplied by the manu- 
facturc.~. the?. failed at the proof stage and in spite of lot of timc and 
vffort being devoted hy the experts to find out the reasons for t i ~ c  
failure. they could not pin-point where the failure was. Ul t~~natel>- .  
i t  was deeidcd to import mc:re fuzes. Therc was considerable delay 
i n  o b t a i n i n  the supplies. When production was rcsumcd. further 
problem of gas leak in the primer was noticcd. Aftcr trvinq vari- 
ous kinds of things to stop the leakage, a materirrl eaIled 'dobekot' 
was disco~ered with which the gas Ieakage was s ~ r l c d .  Thcreaftc.1.. 
difficulties were felt due to premature action of thew fuzes :vhic+h 
caused se\,eral m5tients. The imported fuzm had thcrefort l o  be 
rectified b>r hundred pw cent X-ray. This was a time-consuming 
process and was carried out at  the cost of the manufacturer. Most 
of the difficulties had now been overcome and in the currcnt vear 
they expected to attain the programme of 10,000 fuzes per month. 

i 46 The Commlltee enqulred whether the matter was taken u p  
with the collaborator The wtness  stated that the fuze was hased 
on the licensor's drawings. The matter was, therefore, referred to 
them. They also applied the~r- mmd but they could not pinpoint 
why the f u x  falled 

1.47 The Committec~ cnquired whether any enquiry n.as con- 
ducted into the causcs of the failure. The representative of the Dc- 
partment of Defence Production stated that this was done but it 
wzs not possible for the experts to specify the  reasons. The rep- 
resentative of the D.G.O.F., however, stated that "under assmbly ,  
certain aspects of the performance could not be completed. It was 



not that it was 100 per cent failure. But certain defects-about 10 
per cent are allowed. We took about 2,000 fuzes. In one lot 
the failure was 21-double the allowable number." He added 
" . . . .Even fuzes imported last year gave a serious defects. . . . 
despite everything being done according to drawings, sometime& in 
the manufacture of ammunition, these things do happen. I t  is not 
always possible to pin-point it." 

1.48. On ~ t s  being pointed out that the collaborator was responsi- 
ble for the end result, the witness stated that !he matter was still 
under investigation with a view to determine responsibility as bet- 
ween the licensor and the producer. 

1.49. To a questicn i f  in respect of defence supplies, they should 
not insist on 100 per cent satisfaction, the representative of f+ 
D.G.O.F. stated "Nowhrre.. . . a design is guaranteed 100 per cent. 
Ammunition acceptance is done by destruction proof only. On 
firing we know whether the an~munition is good or bad. Even if 
the ammunition is 99.9 per cent foolprcof, an occasion may arise 
when only .1 per cent failure may be there. There is a normal pro- 
cedure followed for the purpose. In this particular case, if we had 
taken action against the collaborators we were afraid that in future 
their support might not come in. We could not take a rigid attitude 
in the initial stage." 

1.50 Asked if t he  defect had since been rect~fied, the witness 
stated that it was thc contractual obligation of the licensor that in 
case cf any d~fficulty in production by the licensee according to the 
former's designs, the rectification would be done by the licensor at 
his own expense and that was done in this case. Satisfactory pro- 
duction had now been established. 

1.51. To a question. 11 there was any inherent defect in the 
deslgn, the witncs<s replied, "It cannct be said that there was in- 
herent defect in the design, because the same design is leading to  
good results now. But thrrc was obviously something wrong 
soniewhere which nobody has been able to pinpoint." 

1.52. Askcd if any penalty would be levied on the manufacturer 
for supply of defective fuzes, the witness stated, "We shall certain- 
ly take up  the matter and discuss that . .  . . He will have to pay the 
penalty for that and there is no doubt about it." He, however, 
added that during the period of collaboration they would like to 
master the art of producing the ammunition to the maximum extent.  
possible and for that they would like to maintain cooperative spirit 
with the collaborators. 



1.53. The Committee called for  a note showing the number of 
fuzes which failed a t  proof and the loss incurred thereon. The 
Ministry have informed them that the  number of fuzes which failed 
a t  proof is 3,057. The reason for failure a t  proof has not yet been 
determined and invest~gations is still continuing. The estimated 
value of the rejected fuzes is Rs. 40,000. 

1.54. In reply to another question, the Ministry have informed 
the Committee that no royalty was paid to the  collaborator for pro- 
duction of fuzes which were found to be defective. 

1.55. Thc Co!:~mittc.c tnquired about the reasons for delay in erec- 
t i m  of the machinery. The witness stated that actually only 12 
machines had to be procured for phase 1 from the local market as 
well as import for the production of shell. These machines were 
available by March. 1965 and erection was completed by April, 
1965. In the second phase, 72 machines produced from local market 
were available by September. 1966 and erection completed by De- 
cember, 1968. 

1.56. In a notc on this subject, the Ministry have further ex- 
plained that for the phase I the machines were ordered between 
March, 1960 to November, 1960. These were expected to be receiIv- 
ed within 10 to 18 months. Thev \\.ere ;uccl\=.l between March, 
1962 to March, 1965. 

1.57. Building for the Time Fuze sanctioned against another Pro-  
ject was partly allocated for Fuze 104. The Building was handtd 
over in June. 1966 when the erection of the machines in qucsti In 
could he !aken up. Available space was only sufficient utilisrrl i -r 
erection of esscn:ial machinw for starting production in Ortobrr. 
1965 at reduced level. 

1.,58. Asked whether any quantity of ammun~til:n had b c ~ l l  im- 
ported since 1965 due to inadequate productll.n, the witness stated 
that ammunition had been imported before the production pro- 
gramme began. Afterwards. only the  parts ix~mely fuzes and pro- 
pellants had heen ~mported. Tho first order (FttSruary. 1964) far 
60.000 fuzes meant for phase I programme had been receivrd and 
consumed. The second order placed in Novrmhcr. 1967 w a s  for 
120,000. Out of i t .  60.000 had been recei\recl and consum~d and t h r  
balance 60.000 was in stock. The third order (April. 1968) was for 
another 120.000 fuzes and this consiqnrnent was bring rrcrived 

159 The Comm~ttee enqu~red why a third order was placrd 
when 60 000 fuzes were alreadv in stock. The repwsmtatlve of Ihc) 
Department of Defence Ploductm.? s t a t ~ d  that  they had not till 
then overcome the problem< in indigenou.; fuze manufactu~ing. Aq 
the level of m,inufacture of ammunition was 10,000 per month, a 
second lot of fuzes were imported for another year's programmr 



1.60. The Committee enquired abcut the cost of indigenously 
produced fuze as against that of the imported h e .  The Ministry 
have furnished the following information: "The cost of pr6duction 
of indigencus fuze in the year 1S7-68 is Rs. 11.51 each. The cost 
of imported fuze as per S.O. dated 6th November, 1967 is Es. 34.4 
each." 

1.61. When asked what the position was regarding the indigen- 
ous manufacture of the propellant, the witness stated that it was 
being produced and they were able to meet the requirements in 
full. 

1.62. The Committee are far from happy about the progress 
achieved in the manufacture of this weapon. T b  avestmrrnt in t k -  
project, which was sanctioned in 1959, has by stages amounud to 
over kts. 9 crores. U)4 weapons wore to be produced in three phales. 
the first phase covering 60 weaaons to he completed by April. 1962, 
later changed to October, 1064.fiThe rate of production was also to b 
scaled up hv degrees to eight units ncr month darting from Novel, 
her, 1967. None of these expectation\ have been realised. The 69 
weapons to be produced in the first phase were actually cwnpleted 
in August. 1967 1 c , after 8 delay of 3 years The rnaximirn~ rate r , l  
production achieved so far has been 2.5 uuih Ler month-less than 
even what was contemplated in 1964, when it was fixed as 4 per 
month The substantial shortfall in production has compelled Cov- 
ernment to resort to import of this weapon at a aost of over Bs. 5 
crores. It has also led to the accumu)ation of imported compownts 
and sub-assemblies valued at  Rs. 114 crores, which can be used up 
only when production is stepped up. 

1.63. Apart from shortfall in production, the target set for indi- 
genisation of production of components has also not been achieved. 
It was expected that 80 per cent of the components would be indi- 
genously made by L964. The present position however is that 43 
per cent of the components still continue to be imported. 

1.69 The Committee are aware that the production of a compli- 
rated weapon of this nature will present ditRculties in the situation 
which ohtoins in the rormtrv t) < , lark of adequate industrial bast. 
know-how etc. But it would appear that the Defence authoritiec 
consistently over-simplified these difficulties and set fanciful targcb 
for production at every stage. even after having become aware of the 
difficulties that arose. As late as November, 1965-after the project 
had worked far over six years Government sanctioned provision of 
extra facilities for raising the scale of production to S units per 
month, though till then the average production had not exceeded 1 
per month. 



1.65. The Committee note that Government are themselves exer- 
cised over the slow progress of the project and have set up a Depart- 
mental Committee to go into this question. The Committce would 
like the work to be expeditiously finished, and to be apprised of their 
findings as also of the rneasurc.~ to correct the e s i s t i ~ ~ g  situation. 

1.66. Apart from lack of adequate know-how and various other 
procedural delays, an important factor which apparently retarded the 
progress of the production would appear to be the fact that co-ope- 
ration frolll the foreign collaboration has not heen so rapidly forth- 
coming. It \vas stntvd dul ing evidence that at the initial stage "there 
was difficult>- ill  gcttitlg a11 the dra\rinps etc." from the collaborators 
and this. in turu. led to dclny in procure~llent of plant and machinery 
needed for indigenous production. The Committee would like it to  
he  impressed on the collaborators that the progress in production 
has not been satisfactory and that they have to share the regponsibi- 
fity for this state of affairs. For the future, Government should 
rsamine \ ~ h : ~ t  s:lfegusrds should he huilt into rc~llnhoration agree- 
ment> of this type. so that the colluborators gets a stake in ensuring 
that rontemplat~d production schedules are achieved. Ultimately 
the solutio11 to the problem lies in developing expertise in the cuun- 
try throrlfih inteiisifitd research and devc l~p~nen t  effort. 

1.6i.  The C~trtnmittec also that l ( i  out of 159 machincs for which 
orders were placed between February 1966 and May. 1966, as  part of 
the programme to step up production are still to be received, though 
they were to have heen received between April 1966 and April 1969. 
Government should take steps to ensure that these machines are 
delivered without further delay. It is essential that production be 
stepped up. apart from other reasons. for ensuring that imported 
componcnt~ north R4. 1.14 c ro re~  1 1 0 ~  IyinR unusrd. are utilised 
before their shelf-life expires 

] . ( i S .  The Comlnittrr ohsc.r\-c th;~t this weapon i \  no h ~ n ~ ~ r  io ule 
in the cuuntr\. of ~nanufactltre. which has switched ovrr to surface- 
to-air missiles. The Co~nmiltec~ have ill paragraph 1.20 of their Ninc- 
ty-Ninth Report (Fourth Lank Sabha) already stressed the need to  
develop missile technology in the country. in the context of develop- 
ments elsewhere in the world. In any programme for future pro- 
duction of this weapon, it is necessary that Government should keep 
in view its plans for devc\opmenl of missiles, to that prvduction is 
based on a proper appreciation of the role and scope for use of this 
weapon w ~ - a - ~ * i . ;  others proposed to he developed. 

1.65. The Committet. note that 3057 fuzes this anlnrunition pro- 
duced indigenously at a cost of Rs. 40,030 have turned out to be defective. Due to production not having betn satisfactorily nhb- 
lished, Government have been forced to resort to import of lan. 

. 6 0 , 0  numbers were imported in L W ,  1.20,000 numbers in 1#67 and 
an identical number in 1968. 



1.74. It is a mntter for concern to the Committse that it hp. not 
still bean possible to identify Ohe cause for failure of the indigenous 
fuzes. The matter needs to be pursued with the collaborator who 
should be asked to rectify the fuzes at this cost and re-imburse Gov- 
ernment for the losses sushined. The Committee would alsor like 
to be apprised af the steps taken to stabilise indigenom production 
at a satisfactory level, so that imports could be avoided. It seems 
particularly necessary to stop imports, as imported fuzes are stated 
to be costlier than indigenous fuzes. 

Audit Paragraph 

1.71. In May, 1962 Government sanctioned a project for setting 
up of facilities in Ordnance factories for indigenous manufacture. in 
collaboration with a foreign firm, of a weapon and related amrnuni- 
tion (types A and B). The civil works (Rs. 1.95 lakhs) were comp- 
leted in Sptember  1964. The Plant and machinery (Rs. 18 lakhs) 
were received during February 1963-February 1966. Excepting 10 
machines costing Rs. 9.30 lakhs. all the remaining machines bave 
been installed and commissioned. 

1.72. Production of type A ammunition was commenced in 
August 1963 and production of tail fins for this ammunition was 
established in April 1964. Nevertheless, an order for import o f  1 
lakh tail fins was placed in March 1966 at a cost of Rs. 15.50 lakhs. 

1.73. Bulk manufacture of type B ammunition commenced o d y  
in June 1967 after receipt of proof trials. In the meantime, compo- 
nents and propellants (valued a t  Rs. 253 lakhs) for poduction of this 
ammunition (type B)including 8 components not originally planned 
for import (Rs. 104 lakhs) had been imported. Due to the delay in 
establishment of it5 production, orders for import of this ammuni- 
tion valued at Rs. 7.22 crows were placed in September 19fi6July 
1967 and about 55.4 per cent thereof has been received (October 
1968). After the ammunition received from abroad was subjected 
to check proof, it was found defective, the defect being attributed to 
a hasic des;gn characteristic of the ammunition. It  was decided in 
March 1968 to suspend further production of the ammunition in the 
Ordnance factories after manufacture of quantities for which compo- 
nents have been imported and also to suspend the outstanding 
quantities still to be supplied. The exact financial implications of 
the suspension of production in Ordnance factories and suspencio'n 
.of outstanding orders am still to he assessed. (February 1969). 

Paragraph No. 4. Audit Report (Defence Services) 19691 



1.74. During evidence, the Committee poh ted  out that in this 
case the Civil works which were estimated to cost only Rs. 1.95 
iakhs took more than 2 years to complete after the Project was sanc- 
tioned and enquired what the reasons were for the  delay in  this 
regard. The representative of the Department of Defence Produc- 
t i 0 ~  s t a t ~ d  that the project sanction was given in May, 1962 
Administrative approval was issued in October, 1962 and 
MES part of the work was completed on 24th August, 1964. sanc- 
tions for minor departmental works were issued by DGOF in Octo- 
ber, 1962 and these works were completed by May, 1964. Thew were 
certain difficulties with regard to materials and contractors etr. To 
a question whether t& delay in completion of the  civil works A I W  
delayed production, the representative stated that "it is difficult to 
establish that this was because of delav in civil works. I think the 
two programmes were coordinated." 

1.75. In a further note on this point, the Department of Defmce 
Production have stated that "the civil works included site c l e a r a x e  
and demolition of some ARP schelters standing at  the  site. Clearance 
of the site as also the procedural formalities to be completed L y  
MES had caused some delav in the completion of the civil work.. 
In view of the above, the work could not be carried on according to 
the originally planned schedule which was 9 months." 

1.76 The Committee enquired when orders for various items of 
plant and machinerv were placed and what the stipulated date of 
supply was The Department of Defence Production have stated 
in a note that orders f o ~  various items of plant and machinery were 
placed In A u p . u ~ t  September. 196-3 The last date of supplv m i ' s  st]- 
pulated as 31st March. 1963 The machines were received between 
Februarv, 1963 and February. 1966 although the majoritv of them 
were received bv 1963 and 1964 Some of the machines had to 
come from overseas and the Indian agent "had little contrcl over 
the Iead time for supplv" 

1.77. The Committee desired to know the reasons for d d a y  in 
commissioning ten machines and what the mesent position in this 
regard was. The Department have stated that these machine: were 
intended for manufacture of the connected Fuze. I t  was decided to 
locate manufacture of the fuzes at  an Ordnance Factory against the  
original idea of machining them in another factory. Out of the  27 
machines, 10 machines had to be shifted as a result of the  decision. 
L a k r  on due to dropping of this ammunition itself, the  idea of 
manufacture of the fuze was dropped. The delay in the instsllation 
uf these machines did not affect the  production of the  ammunition 
since m existing fuze manufactumd in an Ordnance Factorv u as 
allowed to be used in the interim 7eriod. It was  proposed to ctilise 
4 machines in one O r d n a n c ~  f d m ~  and I? in another. 



1.78. The Commitbe enquired about the targets for manufacture 
laid down in  this case and how far  production come up  to the targets, 
The representative of the Department of Defence Production stated 
that the ammunition consisted of two parts, one type 'A' ammunition 
and the other type 'B' did not present much difficulty. It  commen- 
ced in August, 1963 i.e. with 7-8 months of the receipt of sealed 
~ar t icu lars  but due to certain defects in the imported augmenting 
charges used in this ammunition, issues were stopped under instruc- 
tions from Chief Inspector of Armament. Issues were resumed in. 
November, 1963 after receipt of clarification from the collaborators. 

1.79. The Committee were ~nformed by A u d ~ t  that the produc- 
t ~ o n  of tail fins for thls ammunition was established in April, 1964. 
Between April, 1964 and July ,  1967 only about 41 per cent of t h e  
capacity created for the prrduction of tail fins in the ordnance fac- 
tory was actually utllised. This was attributed by the Ministry to 
the fact that productin? 634 t - ~  h- krpt low as considerable quantity 
of the tail fins (87362 nos.) was lying in stock and manufacture to 
thr full installed capacity would have inflated the stcck resulting 
in its deterioration. The Committee enquired why an order for im- 
pnr? of I lakh tail fins was placed in March, 1966 

1.80. The representative of the Department of Defence Prod:~c- 
tlon stated that these could cot bc manufactured in adequate rum-  
bers on account of the non-availability of the cold drawn tubrs. 
Followiny the Indo-Pakistan hostilities in 1965, the foreign Govern- 
ment placed an embargo on the supplv of various components in- 
cluding raw material for tail fins. Against this background a deci- 
sion was taken i n  November. 1965 to import one lakh tail fins to 
ensure an alternative source of supply. 

1 81 On its being pomted out that the existing capacity itself was 
not beinq fully utilised. thc witness stated that the planned capacity 
was hased on the annual training requirements of the forces as  also 
a certain percentage of war wastage reserve. The actual produc- 
f i ~ n  was therefore less than the actual capacity. 

1.82. In a note subsequently furnished to tho Committee thc De- 
partment h:*w stated that  In v i t v  of the importation. thc capaciv 
in the factorv for this item w a s  d i v r r t ~ d  to the cxtcnt nossible to 
production of other ammunition items. 

1.83. The Committee enquired about the purchase pricc of the 
imported tail fins and how it compared with the cost of the  item. 
indigenously produced Thr Department of Defence Production 



have stated in a note that the cost of imported tail fins is approxi- 
lnately Rs. 15.48 each, while the cost of indigenously produced tail 
fin is Rs. 24.68 each. 

1.84. Asked about the present stcck position of the tail fins and 
whether these were expected to be used u p  before their normal life, 
the Department have replied that  the present stock of tail fins is 
52,306 NOS. out of' imported quantity and 15,392 Nos. indigenously 
produced. Thi. steel; is cspecled to hc ~lti l ised during its normal 
lifc in thc near future. 

1.85. The C c m m l t t ~ c  enqu~red  when type 'B' ammunition was  
Introdureu 111 the  S c r ~ i c c s  and whether any triais were carried out  
10 assess irs \~~:rabl l i  ty. The Department of Defence Production 
have 111 a note that  initial demonstrations were held in Nov- 
tmb t t r .  l ! k iO.  User trlals were carried out in October. 1961 and 
Tcc1111:ca) irlals were conducted in Ncvcmber. 1961. The ammuni- 
t ~ o n  was cIc;,:.cd as su~ tab le  for use by the Services and for indigen- 
ous product:on in December, 1961. The rcpresecta!ive o f  t he  Ue- 
p r t m e n t  G;"IC~ in evidence that in thc, first round of user trials 
rx r i cd  ou! in October. 1961, there was a lot c:f dis-s:ttisfaction be- 
c:,Ltse i!;crt. wa i  sr.me failure of the  rockct and dlspc.rsion was  also 
not satisfactory. Whcn it was brought tn the noticc cyf thc  mnnu- 
1nctu:crs they madt~ some n~odifications. Aftc~r thcb rectification 
trials \vex-e again held towards December. 1061. I t  w a s  tlwn tha t  
the animunition was found to be satisfactw-y. 

1.86. T h c ~  Cornml:tei. enquircd during c.\.!dtmcc as to how the  
r?ced fo!. importing thr. rornponmts and prope1l:rn: I ' l l?  producti~:n 
(;I' th.s arl~nlu~l:tlon ~ n c l u d ~ n g  8 components not 01-iginall?. planned 
f f , r  irn1)ort. a:. :sc. The rcprescmtative of t h ( ~  Dt~p:t:.tr!~( nt o f  Lkfenw 
Pi.otluc.:io~: stated th::t "i\hcrt the liccncc for  n , ;~ r~ t r f ac~ure  was 
t ie~otiatcd \'it,:,- d:tl no: givc us at  that stage nxmuiacLux-inq designs. 
0 ~ l y  thc gt !;c: 21 asswnbl?. draivings and gcncia! typt* ot work was 
I I! 1 (ti:( c1 s ; E I ~ ! ~ -  e n w g h  to manufactu: t .  i l ;  thc first phase. 
R u t  when lvc, RI;! thy fu!l r n r l n ~ f n c t u r i n ~  part tcul; is ,  u-tL fr:und that  
(,!-en in thc fir<! ph:'sc,. t!~erv ;:.as no pr~ssihility of !!id~qonous manu- 
fac:ure. Tha t  i.; ir-i;\ I?-(, i n ~ p n r t c d  these i t tnis  1:itc.r " To ;I 

question if ! h ~  ma!tlvr .:::!s l;ak(sn u p  wi th  the ccrll;rborato~~, the> 
witness stztcvi ".&; ti:,, qt.,lc~*intin;g stag(:, t l l c ~  f u l l  parti,cul;rr.; u[ 
thr d r a w i n q s  av l  1 7 r . t  in;!di. kn0u.n. S u h s ~ q u e n t l p .  whrn u-c f!rt t h r  
rlralvinqs. a f w r  ti.: conclusion r,f the agreemerit. we chsnmincd them. 
W1, m a d e  c lus  own assessment as t , what wc r-an manufacture in 
OU:. Ordnnncc factoriei  At :hat t imt ,  there ~ o s  a little over- 
asses~ment of our capabilities and it wa? thought that these 8 items 
could he manufactured indigenruslv. I.,alcr on, they discovered 

. that there Were a i f i ( u l t i ! ~  2nd t b c ~ .  thouqht it was much better to 
Start  the production and import these 8 items also," 



1.87. The Committee called for particulars of quantity 2nd value 
,of the ammunition B imported from 1962 onwards. The Depart- 
ment have accordingly furnished the following information: 

ic) Agrecnient of 5-9-1966 
ils ame ded by Agreemcilts 
of' 3 I .  67 and 6-7-67. IOO,OOO 

1.88. The Committee enquired whether the ammunition had been 
tested before its import. The representative of the Ministry of 
Defence stated that "these items were subjected to complete test 
hy the foreign Government and on the basis of their certification 
the imports werc allowed." To a question whether Indian person- 
nel were associated when tests were carried out, the witness stated 
that " .  . . . the  inspection was done by the (foreign) Army Experts- 
not hy the manufacturers. The normal procedure is that when the 
inspection is clone at the other end. then we send our obsemers and 
the inspection is conducted by them in the presence ~t our observers." 

1.89. The Committee enquired whether any defects werc noticed 
1vhc.n the initial supplies ordered in 1962-63 were received. The 
witness stated that "When ammunition was being used no such 
thing had eonw t~ thcir notice. Thcn. out of our initially imported 
quantity wc. also used a large number in practice.. . . as many as 
13.000 rounds were used bv our army and these defects were not 
notictd." To a question when exactlv the ammunition was used, 
t h r  witnws statcsd that i t  was used for practice purposes in 196% 
65. Hr added "During 1965 (hostilities) also these rounds were 
~ ~ s e d .  Ahout tht. reference to rocket failure, I must mention that 
even in 1966 and 1967 out of 117 rounds which were fired there was 
one rclckct failure and even one failure out cf 117 is considered +o 
he a serious one because it can lead to demoralisation. But when 
t h q  were used in 1965, there was no case of actual rocket failure" 

190.  The Committee enqulred a b u t  thc reasons for delaj 111 

cbtalnlng the poof  trlals of the ammunition produced ~n the ordn- 
ance factorlcs tlll June 1967 The Department have explained that 
the firs? lot of nmmunttion was produced in early, 1967 which a a ,  
subjected to proof in April. 1967 but dispersion in ranee and ac- 
curacy bevond Rnnjic Table Lirnits was observed. Since the 
indigenous ammunition was being assembled from imported mni- 
nonents, a comparative trial of the indigenously produced srnmu~a- 
tion with the imported ont2 was undertaken. This com~ara t ive  trial 
was  conducted in June, 1967." PAR1 1 ' hlry; ~ l e ~ ~ ~ i  

(Lb- c ,v r , ~ r  -1 
c..,mdf: -. ',-.L,. .. 



1.91. Asked about the cost per unit of ammunition manufactured 
in India as compared to the cost per unit of imported ammunition, 
the Department have stated that the cost of the imported ammuni- 
tion under the Agreement of September, 1966 is Ks. 657.03. The 
cost of the indigenous ammunition is Rs. 547.76 in 1967-68. 

1.92. The Committee enquired how and when the idea of check 
proof originated. The representative of the Department of Defence 
production stated that the check proof was a subsequent additional 
check that we have introduced since 1966. When ammunition is in  
the process of storage, after a certain pericd, we have to pick up a 
few random samples and subject them to many tests in order to 
ensure that there has been no deterioration. This system, as I said 
earlier, was mtroduced by us in respect of storage ammunition 
only with effect from 1966. H2 added-"This idea was introduced 
by our inspcctorate in respect of all the ammunition and not 
particularly for this, namely, that periodically we must havc fhis 
checkprocf and ensure that what we are holding is absolutely per- 
icct . .  . . The checkproof is in two parts. Onc is storagc chezk- 
procf. Every four or five ycars' life we want to see whether it IS 
still behaving. When we introduce it into service, we do not know 
its life. By checkproof in storage we learn about the life of the 
thing as also collect the data for design and development. The 
other checkprcof is that we request the Government of the country 
from which we are importing the gun or  ammunition to do inspec- 
lion and proof on our behalf. They do it and wnd a11 the papers 
tn us. When it comes to us we see whether i t  is still behaving in 
our conditions. 

1.93. The Committee enqulred why substantial orders were 
placed for lmports of the value of Rs. 7.22 crores between Septcm- 
ber, 1966 and July, 1967 when certain defect.; had been n o t m d  
through checkprocfs even in 1966. The representative of the DE- 
partment of Defence Production stated that the contract for one 
lakh rounds was placed on 5th September. 1966 whereas the intro- 
duction of the xvstem of checkproof was later than the date of the 
contract. The actual checkproof results came early in i967. He 
added "at that time, the first time, when it happened, in respect of 
the indigenously manufactured ammunitions, there was some sus- 
picion that the ordnance factories production was deficient. There- 
fore, it was decided to have that (checkproof). 

The Ministry have in a subsequent note stated that the standard 
procedure for checkproof was introduced in February, 1967. 

1.94. As far as the imported ammunition is concerned the Minis- 
. try have stated that "there was no suspicion till late in the day that 

i t  was deficient. It was only later-verv much later-in 1967 that 



a comparative evaluation was made of the indigenously manufac- 
tured ammunition and the imported ammunition. And we dis- 

"covered that the imported ammunition was also deficient some 
what." 

1.95. The Committee called for a note indicating when exactly 
the imported ammunition was subjected to checkproof and when 
its results became available. The Department of Defence Produc- 
tlon have stated that the imported ammunition was received in  
several lots and as such checkproofs were carried out on those lots 
on different dates from 14th June, 1967 to 24th June, 1968. The 
results of the checkproofs becamc available from 27th February, 
1968 to 6th December, 1968. Against the order o: one lakh rounds, 
quantity 54,408 was delivered by the firm upt : February, 1968. 
Subsequent deliveries were then stopped. The Committee enquir- 
ed whether there was any scope for cancelling the orders before 
February, 1968. The witness stated that he would examine the 
question to see whether the action that they took in 1968 could 
ha\,: bcen taken earlier. 

1.96. To a question as to when action was taken for cancellation 
of the  components required for the indigenous manufacture of the 
a mmunit~on, the Department have stated that a decision was taken 
in August, 1968 that DGOF should complete assembly of the ammri- 
liltion to the extent the matching components were either available 
( iverc outstannding supply against firm orders already placed. 
The DGOF therefore asked the collaborator to supply the quantities 
required of certain items to complete manufacture of his existing 
ammunition on the production line and as regards the balance 
quantity the firm was specifically asked to await instructions. The 
representative of the DGOF added in evidence that "We only pro- 
duced rounds where the costliest components were imported. There 
nr .  certain cheaper components which are imported from abroad in 
a larger quantity. We produced about 45.000 rounds, . . . . we were 
allowed to proceed because the expenditure was there and a rocket 
fr~i lul~.  which is thc mcst serious defect was not there znd. if not 
for aclual combat purposes. they could have at least used them for 
traininq purposes. That is why we were allowed tn proceed with 
it." 

1.97. The Committee enquired about the nature of defects and 
nct~on taken to get them rectified. The representative stated that 
\vhile in the indigenous manufacture there was error in dispersion 
onlv. in the imported equipment both defects. rocket failure as well 
as faulty dispersion were noticed. The manufacturer's atten!ion 
was immediately drawn to them and discussions were held. At 
first they did not accept them but when they were associated with 
t h e  trials, they were convinced about the defects. 



1.98. To a question if the defects could be attributed to the basic- 
design characteristics, the representative replied that "when the. 
checkproof came in 1966 our scientists also sat together and t r ied  
to analyse what was that. One of the views expressed by one of 
the experts was that, may Be, it was due to some design defect." 

1.99. The Committee enquired about the latest position of recti- 
fication of defects. The witness stated that after carrying out some 
adjustments, the rocket failure was avoided but the tail unit had: 
to be replaced completely in order to ensure correct dispersion. 
After rectification, a series of trials were carried out and complete& 
in 1969. Out of 54,000 rounds (against one lakh contlacted for), 
200 bombs were chosen a t  random and subjected to detailed check- 
proof. The results had been certified to be completely satisfactory. 
The firm had agreed to rectify all the imported rounds ~t their own 
cost. After the rectification was completed, further checkproof, 
would be carried out to ensure that the repairs that had been done 
were completely satisfactory. 

1.100. In regard to ammunition manufactured in the ordnance 
factory, the witness stated that negotiations would have to be 
carried cut with the manufacturers for rectification of the disper- 
s o n  defect. To a question how long it would takc to do it, h e  
stated that after negotiations were completed the rectification would 
not takc long since complete kits of rectification were brought by 
thc manufacturers. The result had come in only in Pcc~mher .  last. 

1.101. The Committee enquired if there was any g~1:arantcc that 
the manufacturers would rectify the quantity indigenoucly produc- 
ed. The representative stated "In regard to the amm!rnitinn which 
has been manufactured indigenously, the rectification i.;, going to  
be carried out on that quantity also. All that we propose to discuss 
with the firm is to find out whether the additional cost of rectifica- 
tion will be borne by us or by the firm. The question of rectifying 
the ammunition is not in dcubt. That also will be brought to the 
same standard as the imported one. . . . . (This) is a matter to be 
negotiated with the firm. . . . . . We propose to take the stand !hat 
the !iability is theirs and that they should bear the cc'st." 

1.102. The Committe~ pointed cwt that. pending the results of 
investigations. it had been decided that Type 'R' ammunition will 
on!y be r ~ s d  without rocket assistance. They enquired whether 
there was anv disability involved in using the ammuni:i:;n without 
rocket assistance. The witness stated it would rnc7.7 wasteful ex- 
penditure if this ammunition which was 2.) timw ccstlier than 
Type 'A' ammunition was used for practice purposes. Therefore 
the only alternative was to take un the matter {vith the manr~fac- 
turer and to get the defects rectified. 



1.103. The Committee enquired whether in view of the suspen-- 
sion of indigenous manufacture due to the defects, it would be. 
possible to reduce the quantum of licence fee payable to the firm. 
The representative stated that "The licence fee that had been 
negotiated was not negotiated separate*. It  is combined licence 
fee for the manufacture of all the ammunition. . . . . . The question. 
of asking for a reduction in the licence fee would have been all 
right if in the final proof i t  had been proved that the defects iemain. 
Now, the firm has taken a lot of trouble during the last two yea r s  
to rectify the defects. We also expect that the rectification will 
he done without additional cost. I do not think there will be any 
case fcr asking for reduction in the licence fee." The witness add- 
cd "If they agree to replace the tail unit at their cost and give us 
rectified tail unit without additional cost I think that will be a 
satisfactory arrangement." 

1.104. On his attention being drawn to Clause 16 of the agree- 
ment which stipulated that the licensor was liable to replace the 
equipment ctc. if any defects were noticed within 3 years of the 
da te  of deli\wy in Ind~a ,  the witness stated that the dialogue with 
the. manufacturers had been started within this period and the  
manufacturers had not denied their responsibility in this regard. 

1.105. Thc Committee enquired about the financial implications 
of the suspension of production in Ordnancc factorie:: and suspen- 
sion of the outstanding orders of the ammunition. The witness 
stated that "We placed a certain order for imports, the condition 
being 10 per cent to be paid to them for the whole order and 90 per 
cent to be paid after the quantities actually arrived in India. On 
Ihc basis thereof we had paid them less than what we should 
paid." 

"Similarly. on tht. ordnance factory side, wc plactd an order 
for  import of certain components-fuze, etc. The total order 
placed on them is much larger than the actual rweipts. The total 
financial implications of these orders and receipts will kt assessed 
after the final nq~eement is reached with the manufacturer." 

1.106. In a further note on this subject. the Dc-partment have 
stated that "As regards thc financial repercussion on account of 
romplete ammunition, the matter is under negotiation both in res- 
Prct of the quantity outstanding as well as the defective quality sup- 
plied. which the firm has now agreed to modifv at their cost." 

1.107. As regards thc financial repercussion on account of com- 
])'merits, the Department have stated that "At the stace when deci- 
?ion was t-ken to suspend further production of ammunition in 
Ordnance Factories, DGOF indicated that with the components 
already available, 4.000 rounds could be assembled a ~ d  snother 



-11,000 rounds could be assembled if part  quantities of components 
.out of the order pending on the collaborator are received which 
-would leave a financial repercussion to the extent nf approximately 
Rs. 25.85 lakhs includihg Rs. 7.39 lakhs for the connected fuze. 
.However. to minimise the financial effect, an  exercise has been 
-undertaken on the basis of alternative quantities of ammunition that 
should be produced so as to minimise the amount of loss which 
might have to be written off relating to the imported stcck of com- 
ponents already held by the factory. Only after a decision has been 
taken with reference to the Service requirements for the ammuni- 
tion, t he  net financial effect would be clear." 

1.108. The Committee called for a note indicating the uptodate 
progress in rectification and the value of imported ammunition still 

.to be rectified. The Department have stated that "the value of 
imported ammunition which is still to be rectified is Rs. 3.45 crores. 
'The firm has agreed to modify the ammunition in India at  their 
cost. They intimated the details of facilities which are required by 
them for carrying out the modifications. The firm have been told 
in a letter dated 4. 2. 1970 that the necessary facilities would k pro- 
vided to them and they have been asked to intimate their programme 
.of modification. The advice from the firm about their programme 
is awaited." 

1.109. The Committee enquired how i t  was proposed to utilise 
-the defective ammunition already produced and purchased and the 
value thereof. The Departmept of Deknce Production have stated 
that it is proposed to utilise the defective ammunition alrcady p ~ r -  
~hased ,~ roducdd~af t e r  suitable modification against requirements of 
the Services. 

1.1 10. The Committee are concerned to observe that ammunition 
worth Rs. 3.58 crores imported for the use of the services has turned 
out to be defective. I t  has been stated that the firm which supplied 
the ammunition has agreed to rectify the defects at  their cost and 
-that a programme for this purpose is being worked out. The Com- 
mittee would like the arrangements to be speedily finalised and 
intimated to them. 

1.111 The orders for the import of this ammunition valued at 
Rs. 7.22 crores were placed with the firm in September, 1986. The 
ammunition was "received in several lots on dilerent dates" till, in 
February 1968, Government decided, after tcditing the ammunition, 
that further imports should be stopped (after a little over 54 per 
cent of the 'contracted' quantity of ammunition had been cleliverwd). 
T h e  'check proof' on the ammunition are stated to have been curried 
~ u t  on different dates between June 1967 and June 1968, and their 



to have bccome available between February 1968 and Decem- 
ber, 1968. The Committee would like Government to investigate 
why the resuts of the check-proof become available so belatedly, 
and whether this delay made timely action for stoppage of further 
import impossible. It  should also be investigated whether there 
was delay in starting the check proof immediately after the first 
~onsignment of imported ammunition was received. 

1.112. The Committee were also given to understand that the 
rimmunition was tested before import and the inspection tests were 
:nrried out by the exports of a forcign country, when o h ~ e r v ~ r s  from 
our country were also present. It  is not clcar how the fact that the 
nmniunition was defective in the matter of dispersal as well as lnnge 
rwaped notice during this inspection. The Committee would like 
this aspect of the matter also to h r  thoroughly investigated. 

The Committee would like to be apprised of the finding5 of the 
investigation into all the foregoing points. 

1.113. The Committee observe that indigenous manufacture of 
this :rmmunitian was undertaken in Junt. 1%7 in collaboration with 
the foreign supplier. As the animunition prnduccd indigcnousl:y was 
also found to he defective, furthc.1. production has been suspended. 
Thc finanrial rrprrrussions of thr \~~\pc-n~.ion of production was rsti- 
mated at one stage as Rs. 25.85 lakhs. thnuch it has been stated that 
thr final position in this regard is still to he worked out. Govcm- 
nirnt h a w  informed the Committee that nrgotiations are in progress 
with the collahorator for rectifying the defective ammunitio~l. The 
Committee would like to point out in thiq connection that the cnlla- 
hnration agreement casts an obligation on the collaborator to s~lpplv 
niatcrial of tht. highest quality for ptlrpose of production. It  should 
thrrcforc he impressed on the rollahorator that any rectifiratio~i will 
have to h r  at this cost. and that hc would have to reirnhurw Gav- 
rrnmrnt for the lossrs sustained as R rrsult of stoppage of produc- 
tion, after the losses are finally nssessed. The Committee x1~1 ld  
like these nrgotiations to he expeditiously finaliscd and to h r  nppri- 
sed of their ot~tcome. 

1114. One point rrlating to thc indigcnot~s production of the 
anmiunition calls for inve4igation The first lot of amnhnitinn i s  
tntrd to have been produced "in csarly 1967", and "-sahiertrrl to  

nrnof in April. 1967" when "dispersion in range and accuracy herand 
Range Tnblr limits wa\ ohwrved". It  i\ not rlcnr why in the circlrm- 
+mces the bulk production of the ammunition we* commenced in 
.Tune 1967. The Committee would like this matter also to be rowered 
in the course af investigations into this c n u  which they have sap(- 
rrqted earlier. 
874 (Aii)  IS.--3 



1.115. The Committee would also like Government to take note 
cf certain other aspccts of the case which emerge out of the informa- 
tion furnished:- 

(i) The production of a related ammunition was also taken 
up in the ordnance factories from April 1964. Thc pro- 
duction of this anununition which, according to the repre- 
sentative of the Depart~nent of Defeuce Producfion "did 
not present much difficulty" has consistently h ~ c n  fillling 
short of targets since 1964-65. The indigenous cost of 
tail-flns. one of tile coniponcnts of the related ~mmnnitinn. 
has been Rs. 24.68 each as against the imported cost of Rs. 
15.48 per unit. Steps should be taken to bring up the pro- 
duction to the desired targets and reduce the cost of manu- 
facture of the tail-fins. 

(ii) I t  took more than two years to complete the civil works 
for the project which was sanctioned by Government in 
May, 1962. The civil works costing Rs. 1.95 lakhs werc 
originally planned to he con~pletecl within 3 month.; i.r. 
by February, 1963 but were actually completed only in 
August, 1964. The Committee would like G o w r n m e ~ t  to 
take steps to ensure that similar delays do not occur in 
future. 

(iii) The commencement of production wwuld also apprar to 
have been delayed because certain items of plant and 
machinery were belatedly ordered. It was stated during 
evidence that thc coilaborator did not disclosr the ntanu- 
facturing designs at the time of negotiation and that there- 
fore the nced for these itrms of equipment could not he 
visualised. The Committee are not very happy that this 
occured and would like Government to take arleqnatc 
steps to n-drct  thrir interests in negotiation.; of t h i ~  kind 
with collaborators which they may undertake in future. 

U?rrconon~ical procurement of compone?zt.s 

Audit Paragraph 

1.116. To augment production in an Ordnance factory Cov:rn- 
ment sanctionfd In June 1964 &. 19.57 lakhs for esrnlllshing manu- 
facture of a component A of a weapon in a public secio~. .ornpany 
under the Mini-try of Defence. Later, it was clccldcd in Ilwember, 
1964 to make the company responsible for manufacture of another 
component B of the weapon also. After the company had complied 
with an educational order for 3,000 units of both the components, 
orders were placed in December, 1966 and May, 1968 for supply of 
37,000 units of component A and 22,000 units of component B on the 
rompany at  the negotiated rates of Rs. 53.85 and Rs. 60.60 per unit 
respectively. The break-up of t h e  unit cost of supply of the corn- 



ponents by the company and of the unit cost of production in the 
Ordnance factory where there are also being manufactured are given 
be10 w : 

J.,abour Material Over Interest Total 
heads on 

capita1 
profit and 

packinl: 
charges 

Ks. Ks. Rs. Rb. Rb. 

Component A 
Ordnance factory . 8.99  14.28 30.24 . . 53 5 1  

I'ublic scct or  corn pan!. . 7.43 12.20 22-91 11.31 53.85 

It  would be observed that- 
(i) while the company's cost of supply of component A is 

comparable with the cost of production in the Ordnance 
Factory, the former's cost of component B is nearly double 
of the cost of production in the Ordnance factory; and 

(ij) the company's labour as well as material cost of com2o- 
mnt B were higher by more than 44 per cent and over- 
heads by 33 per cent as compared to those in t lie Ordmncc 
factory. 

1.117. The extra cost in procurement of 22,000 numbeis of compo- 
nent B from the company is Rs. 6.02 lakhs. The Ministry have stated 
that the company's higher cost of component B was due to payment 
of higher rates of wages to labour, use of conventional machines, 
purchase of raw materials a t  higher rates and inclusion of Rs. 13.39 
per unit for interest on capital, packing, forwzrding, commercial 
charges and profit element. 

[Paragraph No. 5,-Audit Report (Defence Services) 19691 

1.118. The Committee enquired about the basis on which the 
negotia,ted prices of Rs. 53.85 and Rs. 60.60 per unit for components 
'A' and 'B' respectively, were arrived at. The Department of Defe- 
nce Production h a w  stated that t h a e  prices were settled in a meet- 
ing held between the offlcers of the Department of Defence ROduc- 
tionlDGOF and the Managing Directat of the fiblie Sector C o m W Y  
on 26th September, 1966. The M a n w p g  - Dir@~r ~f tbe Company 



had furnished detailed informntion tugelher with tile !~r.c;~k-up of 
their estimated costs on both the items; which also incluitcd packing 
charges, overheads on account of interest on f i x d  capjtal and work- 
ing capital, commercial charges etc. After ;] detailed examination and 
discussions of these costs. t.he ratvs as above were agreed to. 

1.119. The Committee enquired wht.t,hcr t l ~ e  rates wcre final or 
they werv open to further negotiations with ~.eferenrc  to !he actual 
production costs. The Department have statrd that according to the 
record of discussions held in the oficc (if D(;OF' on 26th Svplrmber, 
1966 the elements taken into account in the  prices towards interest 
on fixed capital anti workin,? capital and rest of material were sub- 
ject to verification in due count.. Except to this extent, t h r  price!; 
as agreed to. were not open to further negotiation. c.i-en though Go\-- 
ernment's letter dated 19th Nm-cmbcr. 1966 con\.rying thc order for 
the production of the items had stated that. thc  priccs were "provi- 
sional" and would be finalised by further neqotintion Howewr.  
later on. the price of component 'R' was retluccd Crom Rs. 60.60 p:r 
unit to Rs. 53.25 per unit in resptrt  of th r  last order for 15,000 num- 
bers placed on the company rin 1st April. 1969. This ~ x d ~ ~ c t . r l  1-1ric.r 
was also, according to fhc supplv ordcr issucd i n  this  r-ry:ircl. 
"provisional" and whjrct  to \,crification of corrcctnr,:-..: v f  tllr 
material prices. interest on ~vorking capital 21-14 to l r l -y o f  intc.rr.st 
on fixed capital being on the basis nf  normsi cap;~~:it~ T h ~ t  
Company has since represented that its cost of production of t h ~ s c  
components has actually been hiqher than the scllinp 1):-iccs :i:: indi- 
cated above. in view of the  paucity of orders for thcsc companc5nts 
from the DGOF resulting in undcr-utilisatinn of thc. c.npncity w c a f -  
ed b p  the Company for t h r  mnnufacture of t h c ~  components T h r  
Company has accordingly rlnimrd c o n ~ ~ n s a t i o n  frnm G:wcrnrnrsnt 
and this m a t t ~ r  is at presrnf under ciamination. 

1.120. To a question ~whethrr the entire wquiremrnt of romr)nnrnt 
'A' could nnt h a r e  been advn~:taqeouslv ordeled vn t h ~  Company and 
the capacitv in the  ordnance factorr utiliwd f o l  m;tnufacturr nf  
component 'R' the  Department have replied that ?hi.: rorild ntrt IW 
done because matching capacities had hwn set u p  both th r  i t ~ r n ~  
in Ordnance Factorieq and a l w  iq the  Companv 

1.121. The Committee wcre informrd h\- Audit that somr. of the  
maberial for component 'B' a -as  supplied 111. the ordn:incc factcry 
a t  an unit cost of Rs. 8.35 each thourlt? thc  : ~ c f i ~ , ' l  m!:t ;\-;IS R.; 5 f i 5  
The Committee, therefore. enquirod ; ~ b o ~ ~ t  ti?(. reason for c-hnrrti n q 
higher price from the Cnmpanv a n d  xvhcthw thi.: war; : i~ r rcd  tn at 
the  time nf negotiating t h r  rate of Rs.  fin 60 for this rcmprint.ni 
The Ministry have stated in reply that the  ordnanw factory'!: rost 
of material for component 'R' :is shown in the  Audi t  p2ra dnw not 
include the  cost of "small" (wven components forming part of 
. . . . . . . . )  amounting to Rs 4.64 w h e r ~ a s  thc romp~nv ' s  material as 

shown in the Audit Pzra was i n c l u s i v ~  of the  small romponcnts 
also which were obtained from DGOF. Supply of material to fhc 



Company by the Ordnance Factory, ~f required, was envisaged a t  
the time of placement of t h ~ s  part~cular order on the Company. 
llowever, in that even the cost of mater~al  supplied by the Ordnance 
Factory was to be deducted from the prlce. The Ordnance Factory 
dld not charge higher rate than the actual cost in respect of the 
material for Component 'B' sup$lled to the Company. Apart from 
thls, the overheads In the case of the Company are based on direct 
lltbour only 

1.122. To a question whether the Company supplied the com- 
ponents within the time originally stipulated in the supply order, 
and ~vhethcr they were lound u?to the specifications laid down by 
the Defence authorities, the Uepartment have mplied that the Corn- 
p i ~ y  had not been abIe to adflei,e to the original delivery schedule 
m d  periodic esterision:< ~ r f  dclivcry were sought by it and granted 
but this dld not by ttst.lf affieet thc. production of the Ordnance 
E'actotres as It'wre had been delay on the part of the Civil Private 
t r ~ t l e  suulxxs 111 t he  s i~pp iy  o f  the othvr. n~atching components. The 
~tcni.: MWI.C\ il~spectcd alld jmmd the  resc scribed inspection and proof 
tests. 

1.l2-l. 'fhrh Ci~n~rnl:tct, crlciti:i-cti :tboi,t tile redsons for the higher 
lai~uul. sn(1 material ch:,: gc.- 111 the C ~ : . i i i i i ~ ~ ~ ~ ~  l'actory as compared 
tc) tllc.  1,ublic sector u l ! c ! v~  takin;  i!-I rcsp..L.t c ~ i  c~)mpunent 'A'. A 
rcyly is :~ \va~tcd  on this point. 

1 125. The Conmiittw o b w ~  \ r  that Govcrnnient incurred an  extra 
c.\pcl~ditl,rc. of It'r ti (I.! l.ikti4 on thr I I I :LI I \ I~ , I [  t u r r  01 23,000 number 
of conipoaent of a weapon in :I public sector company, when aa 
Orclna~rct. Fi1c1c11 1 M . I \  p ~ c d ~ i c l n g  the stlne rlrni at lower cost 
Further order5 for production of 15,000 rlimbers of the same corn- 
poncnts hnd also been l ~ l i ~ ~ ~ d  with the Companj. I t  has been stated 
that "matching capacity" for production of this iten1 and another 
coniponcnt has btvn set tip in the Cvn ipny  H hich it is necessary 
to  utilise The Committre wctuld like Government to examine 
\\liether the cnparity in the company could bc put to more economic 
and alicrnntivr uses, so tlinl production of the component could be 
~nilxiinised in the ordnancc factory wtlirh i\ nianufncturing it a t  a 
c h ~ i r ~ w r  cvst 



1.126. The Committee also observe that in respect of the other 
component of the same weapon the labour and material costs are 
higher in the ordnance factory then in the Company. The reasons 
for this should be investigated and steps taken to reduce these 
elements of costs. 

Shortfall in p r o d t t c t ; ~ ~  
Audit Paragraph 

1.127. In January 1963 Government sanctioned setting up of 
capacity (30,000 numbers per annum in two shifts) for manufacture 
of an item (two types) in Ordnance factories (under licence from 
the manufacturers) at the estimated cost of Rs. 14.02 lakhs (inclu- 
sive of Rs. 11.79 lakhs in foreign exchange for import of plant, 
machinery, tools and gauges and payment of licence fee). It  was 
anticipated that the project would be completed within one and a 
half years of the sanction and that manufacture would commence 
12 months after receipt of technical data from the collaborators. 
A licence agreement with the manutacturers was entered into in 
July. 1963 and the technical documents (which were to be supplied 
by December. 1963) were received b?. March. 1964. Demands for 
16 machines were placed in May and July. 1963. iu ' i~~e  of them were 
1,eceived by August, 1966. Seven 1vel.e subsequently found not 
necessary. Production of the item actually commenced from Sep- 
tember-October. 1965 but i t  was well below target as shown below:- 

- .  . . 

Quanwy Orders our- 
I ' car  I ~ I ~ ~ L I ~ L  d %randing 

ar rhc cnd 
t d  the \car 

Number\, 'Numbers? 

- .  

1.128. Consequently, 46,691 numbers o f the item were imported 
at a cost of RS: 27.40 lakhs between September, 196.5 and March, 
1968 to meet demands of the Air Force. 

1.129. The Ministry have attributed the shortfall in production 
to (i) need for obtaining components from different sources 
(Ordnance factories. imports, Air Force depots), (ii) dimculty in 
qetting raw materials from trade and (iii) change in design in one 
of the types of the item in December, 1965 which necessitated fresh 
manufacture of a number of tools and equipments. The Ministry 
expect that 26,257 numbers of the item would he produced in the  
factories during the year 1968-69. 
[Paragraph No. 6, Audit *port (Defence Services), 19691 



1.130. The Committee pointed out that according to the Audit 
l,:,l-;lgraph the licence agreement was entered into with t he  manu- 
l,,rtilrers in July, 1963 and the technical documents were to be 
+.ili~E~lied by December, 1963. The Committee enquired when the  
t,.,,l~nical documents were actually received. The representative of 
t i i c .  Department of Defence Production stated that the last of the 
,j,,,.urncnts was received by July, 1966. The reason was that the  
,~,,ilnborator claimed that they had sent all the documents and the 
1,;~jc~prints but the Indian technicians did nnt find all the documents 
: i : l r I  the matter had to be pursued with tho manufacturer. Asked 
,~Ilc~thcr there was any penalty clause in the agreement relating to  
(1(.1:1y on the part of the licensor, the witness stated that there was 

pcnnlty clause in the agrcemcnt. In rel~ly to another question 
;~.lirthc,r a penalty clause in the agrecme:it was desirable as that  
i~ , . ,~ i~ ld  bind the collaborator t:, adhere to the time schedule. the 
~;.ltnc.ss admitted "that certainly would be desirable." Asked 
ix.ilc tl-1t.r the delay in supply of the technical documents by the  
(.,.lI;iborator was deliberate. the witness stated that i t  was a reput- 
; i i , l , <  f i rm and it would be difficult to draw that infrrence. 

1.1;11. The Conimlttec encjulrecf w h y  rccoursc. Lras not taken to 
t i : ( ,  ;~r i )~trat ion claust in the agrrcment ivhich required the licensor 
; , .1!11111y thc technical documc,nt.s ~vitliln rlx 11v1ntt1.i of the signing 
I . -  ~ i ~ c .  ag~xwnc~nt .  The \t.itricw ~t;itc.tl that t l i ~  Ministry did not 
; ! , i c ~ t ~ t d  uritl~sr that clauw and the n~a t tc r  \\.as trlkcn up  with the 
: : I ! ,  t!lr-cwgh the Hlgh Commissionw and tiic t h u s  officers posted 

, I,r,ndon Thtb firm had t:lkvn the l)lc)a that in the first instal- 
::!! ;:t.  they had  sent a11 the dorumcbnts that \rcrct netdcd but in the 
. , t l i : c ~ ~ i t \ n t  of t it(? R'11iii;tr-y !hc infurmation furnished was not 
.!!!c~quatc. 



1.132. The witness stated that out of 16 machines, 9 were receiv- 
ed in August, 1966 and were installed and the remaining 7 which 
were meant for another factory were not received. Subsequently 
the work-load on that factory diminished and they could manage 
the work with their existing machines and the orders for those 
additional 7 machines ~vcsc cancelled. Asked whether there was 
any financial loss as a ~ e s u l t  of cancellation of the order for the 
seven machines, the witness replicd in the negative. 

1.133. The Commlttec asked for the reasons for the shortfall in 
production The xvitness statcd that a similar store was also being 
manufactured lor the Na\,y and whiie calculating the total produc- 
tion, the production figures, relating to the other store inanufactured 
for the Navy should also be taken into account. 

1.134. In a note subsequently iurnished to the Committee, the 
Department of Defence Production ha\ye given the following modi- 
fied figures regarding actual production after taking into account 
the production of the other store for the Navy: 

Targettcd Actual Quantity 'l'utal 
production Issue\ prckiuced crl cols. 

t o r  N:ivy 3 uctl  4 

1.135 The Committee c~lqulled when production was started 
and whethcr ~t ~nvoived a n  fureign collaboration. The Depart- 
ment of I)e!ence Productiun have stated In a note that production 
was started In 1964. and no foreign collaboration was involved. It  
was stated in evjdence that the plant had a capac~ty of 30,000 which 
was reached in 1968-69 and ivas expected to be reached ~n 1969-70 
also. But there was shortfall in the years 1966-67 and 1967-68. 

1.136. Speaking about the bottlenecks which came in the way of 
production, the witness 5tated that there were hti~culties in get- 
ting the correct material from trade namely two primer numbers. 
The material needed from trade was a particular type of synthetic 
washer which could not be processed due to non-availability of 
PTEF which was an imported material. Then there was a change- 
over of the design which ~nvolved change of designs and drawings. 
Moreover the supply of the propellant was not quite adequate for 
the full quantities to be produced. But the main reason was the late 
supply of technical documents by the collaborator. 



1.137. In reply to a yuestlon whether the  items were imported 
lrom the collaborating firm, the witness stated that because ot the  
delay in production some quantity had to be imported from that  
firm. When asked whether any q u a t ~ t ~ t y  had been lmported after 
Xarch, 1968, the  witness replled In the  negatrve. 

1.138. When the Committee c n q u ~ r e d  a s  to what cllangcs were 
made in  the  deslgn oi the item, the  wltness stated that the  change 
involved a new cartridge case wlth a dlflerent system and a d~ffer-  
ent prlmcr w h ~ c h  necessltated the manulacture of a number of tools 
and equipment. 

1.139. When the Committee enqulred whether t!w particular 
type of aircraft using this iten1 was likely to be o u t  of' date soon, 
thc witness stated that they were 1 ik t . i~  to rernalll 111 il:;c for. ciuite 
some time more. Moreovcr the machines uhlcl-: i\.erc. :;latiufdcturing 
tilose items ~ v c r e  general purpostb riiachlnes wiilctl wl,uld be utilis- 
c d  for  tho manufacture of any other s~OI'C!S of thzt nature. 

1 140 The Cornmlttee enqulxed w n e t h e ~  ~t u ,is .I lact that a 
conslgliment of 2040 c f~~l rges  and certcun other ~ q u l p m e n t  needed 
for nlanulacture of thc ltem and debpatchecl In 3 wagon on 31-8-1968 
had nut been traced and thc sholtfall rn produc; or1 during 1968-69 
was on that account I he, Lkpaltn~crlt  01 l k i c i ~ c v  1'1oductiun h a i e  
stated in :I v:ritten notch Iulnlbhid to the Comrnittce thu t  i t  was a 
fact tha t  thc n'rgcm rontarn~ng 2040 charyes way  not traced for somc 
tlmc It \vas f111:i11\ t13ctd and delrve~ed to the conslgnce on 
5-11-1968 A C C O I I ~ I I I L ;  I C )  t h ( ~  Mln15try thc. del'r! , f about 2 months 
had l~ t t l c  cflect on jiroductlon It wah  fur thcl  ,t,ited thdt Instruc- 
tlolis had been 1\wc. t -1  l o  this concerned authorlt lw to deqpatch such 
consignments dul? cscorttd In future. 

1.141. Thih is illlother instance where production of an  item 
undertaken with foreign collaboration fell short of anlicipatecl levels 
n e c c ~ s i t a t i n ~  imports t o  the tune of Rs 37.-10 hkt:.. T h r  casr illus- 
trntes thc nerd for rtixl~ring tl~iit .  whrrc. foreign cullntwralion ic 
sought, i t  is on such t c r m ~ .  whirh will Ki\.c* thc collahori~tor 21 stake 
iu ensur iu~:  that the stipulated produrtion I~I-hrriulc, arc achicvrd. 
The Conlmittc.e hnvc 1n;rde ohservi~tirm\ on t h k  poilit elwwhcre in 
this Ilcport. 

1.142. Through the shortfall in productiotl \\iI\ cawed by n 
variet?. of fnctors, r n r  major fartor was th:~t tlw collahor.ltor ho 
\\a4 to supply t~c l in ic i~ l  d0~~111~11tafion by Decrmbcr, l!Mi:; did not 
rotuplete the supply till July.  1966. In th r  agreement cxecutcd 
with th r  c.ollahorator there was no penalty claurc to bind him to 
supply t l ~ c  terhnical dorumcllth within the stipulated period. The 
rcprcsentntive of the I)epnrtmcnt of Dcfcnce Production admitted 



during evidencc that the i~~corporatioa of such a clause in agree- 
ments of this nature would be dcsirnhle. The Con~mittee trust that 
this point will be kept in view in nny ngrcements made with foreign 
collaborators in future. 

1.143. The Co~nmittee notr that thib item is being produced for 
an aircraft which i ~ n \  bcrll in wrvirr for quite some time. The 
Committee tru\t that in  :III? futrwr p r ~ q r m ~ n ~ c  for production of this 
item, Governmrnt \ \ i l l  kccy in \itl\r their plan5 in regard to phas- 
ing out of thi\ :tircr;ift so that prodilrtion docs not continue beyond 
a uredeterniinrtl datc.. 

Audit  P a r a y ~ ~ p l ~ :  

paragraph T of Audit Report (Defence Services), 19691. 



i.147. The Committee desired to know why it took as many as 
s l ~  years to complete the civil works in this case. The representa- 
tive of the Department of Defence Production have stated that the 
administrative approval for civil works was given on 1st September, 
1962 on the basis of the estimates and drawings and the possible 
cIatt. of completion given by the MES was 31st January, 1964. In  
the beginning there were some difficulties in getting electrical 
r~quipment. There was also some delay in the inter-linking of the 
old and new sub-stations which could be done only during the shut- 
down period. 

1.148. The Committee enquired why it took about 2 years to 
accord administrative sanction. The witness stated that preparation 
of drawings and estimates of cost followed by inter-ministerial con- 
sultations did take time. 

1.149. When asked whether some of the delay could be avoided, 
the witness stated that "if dctermined efforts were made some delays 
could have been avoidtbd; there is no doubt about it." 

1.150. The Committee pointed out that though the project was 
envisaged as early as in 1957, production had yet to be established 
after a lapse of more than I2 years. The witness stated that "in 
this case they wew depending on foreign sources and those sources 
were just not keen to pass on the designs and drawings. After 1965, 
there was absolute reluctance on their part to pass on any further 
information and indigenous effort had to be made to fill in the gap." 
Some ammunition was imported from the foreign source and used 
111 time of emergency. However. their effort continuously was to 
;:et the designs and drawings and to make it within the country. 
I n  !pite of the reluctance of the foreign supplier, with the little 
knowledge that they had gathered from the fowign source, they 
were able in November 1965, to assemble some rounds and tried 
thcm out. Unfortunately. thew were two serious accidents on 
;mount of which they had to stop the use of the reformed cartridge 
cases and indigenous propellant. 

1.151. The witness further stated that thelv was difficulty in 
getting the steel from indigenous sources. For sometime the 
Ihurkela Steel Plant supplied the steel out of which the cartridge 
c,asc was made but they experienced difficulty in rolling the high 
urbun steel and their nlachines went out of order. It  was, there- 
Tole, decided to import steel from abroad but the import order had 
n c ~ t  materialised so far. The Rourkela Sttpl Plant would have to 
make a special effort to roll out this kind of steel at  the risk of 
t~reaking their machines. They were, themfore, still examining the 
~)(mibility of supplying steel of the required specifications. 

1.152. The Committee enquired what the requirements of special 
stwl were, to what extent these were being met by imports end 
:mat steps we= being taken to develop indigenous production of 



these steels. The Ministry have, 111 a note, stated that "The present 
annual requlrelnents of the s2ccl'tl steel sheet In question are-appro- 
s ~ m a t e l y  254 MIT. No q u ~ n t i t y  has so far  bcen ~rnportcd but Import 
action is in hand f o ~  150 M T. An indent tor 150 MJT was placed 
011 DGISM Londo~i  S ~ n c c  the nlaterlal to the spec~fication could 
not be had from UK,Colitincntal sources, this indent was cancelled 
and a fresh indcilt has becn r a ~ s e d  on DGISM Washington. An offer 
fcr supp:!. 10 :I!: ai!e:native specification has becn received Iron? 
DGISnl Washington tvhich is under consideration to ascertain suit- 
ability. 

1.153. This type of steel was supplied by Mis. HSL, I?ourkela 
; ~ r c \ ~ i i ~ u : i i  in February 1966. IISL, ho~vever,  expresscti in:~bility tu 
supp1.i. ng:!inst subsequent indents. Mjs. Tatas also could I I U L  supply 
tile rnatcrial due to processing difficulties In their S h e d  Mills. As 
a resuit u l  discussion5 that Secretary (UP) had with the  Steel Secre- 
? x y  and General Manager, HSL, Rourkcla, HSL, Rourkela has IIOW 

d fe red  to supply the s t 4  to the main specitk:~tio~is, altltough not 
tsactly to the quality requiremt.~its and finish on account of certain 
~ , : ~ U i k ) i L l ~ l l t  li!~!l~:itio~ls. Suitabili t~.  of this offer 1s being c.hcc*kcd up 

the 'Technical authori t~es  concerned. 

1.154. As regards the  i~ropellant,  the  witness stated that ii lot of 
c f ro i~  1i.a:: : ; I , :  :. ttr niaiic, the propellailt indigenously i ,ut (3v(m tt-it. 
!list trial h ~ ~ d  not succcwded hundred per cent. Efforts \vcrca con- 
tinuing oli the research and development side to  produce t i l t  t>'pt: 
of p:.~,pt!::L!it required for th i s  ammunition. The witness adcird that 
to begin wi:h a decision was taken to import the fuze to start thc 
production p;ogramrne. As a result of the  setbacks. it w w  dc~ii~.icd 
to import steel. propellants as weli as  the fuzes. Aftc.1. thrscl Lvcrc 
iilceived. it ~\.c,uld be possible to produce some rounds during the 
cuyrent yvar. 'I'he expectation was that  next vear it would t x  
possible to produce about 20,(l00 rounds. 

A,.r .a 

1.155 The Committc.e l~olntvt1 out that accordmg to  t11c Audit 
jxiragl;tpii. ~)~ 'opel l :~nts  7.vorth Es. 9.29 lalihs wc,rc ~ i a r i ~ f a c ~ ~ u r e c l  1,y 
1965 but these were found unsati.ifactorv and thcir use had bcen 
suspended. The Committee, the re fop ,  desired to know why bulk 
production of' propellarlt~ was undertaken pending cr)mpl(.tion of 
tests trials. The witness stated that originally the Rcscarch and 
Development Organisation had developed a propellant. A certain 
quantity was manufactured and use in initial production of  this 
ammunition. 1: was tried out and considewd suitable. That was 
why  a further quantity was manufactured. But this problem when? 
the gun itself was very badly damaged occurred later and, after 
a thorough investigation. it IVRS found that the propc!llant rcquired 
to be modified. 



1.156. When the Committee enquired whether the test proof was 
carried out in a satisfactory manner and whether the defect in the 
propellant could not be detected earlier, the witness stated that "this 
was the first indigenous effort to makc a propellant of this type. . . 
In the first test i t  was found all right and later on the problem 
o f  high pressures came to our notice and it had to be rectified. That 
process is still on. . . .till the proof results a= adequate and satis- 
factory, we will not produce in bulk. We will not repeat this waste- 
ful production that was done earlier." 

1 157. When asked why cartridqe rases were imported ,the witnesq 
o~plaincd thnt the punching and prpcqing m:lchinr, ij.src not gl\flnq 
satisfactorv service Some rectifications wrn .  made bv thr  sup- 
plirrs but some tools were broken during the process of rectification 
and as such it was decided to import cartridge cascs to start the 
rv-nrlr~ction By the time the quotation waq received. the prices had 
rtirrrasrd from 6 and odd dollars per cartridge case to 15 and odd 
dollars Thrrefore. the matter urns under considcrat~on whrther 
the cartridge cascs shnuld still b t  imported Regarding the produc- 
t i o ~  of fuzes, thr  witness stated that no 5pecial capacit17 had been 
w t  up in the fnctorv These would be produccd nut of the rxistinq 
:~pacitv that was available 



1.159. The Committee called for a note indicating the steps taken 
by the R & D Organisation to establish indigenous production of the 
propellants and fuzes and the present position in establishing their 
manufacture. They have been informed as follows:- 

"Explosive Research and Development Laboratory of the 
R & D Organisation was entrusted with a project to develop the 
propellant. 1000 kgs. experimental batch of propellant was manu- 
factured and was subjected to exhaustive firing trials in January. 
1969. Because of the encouraging results of the trials carried out 
on this experimental batch in respect of pressulws and velocity, it 
was decided that manufacture of another ten-ton lot according to 
the new composition should be undertaken in the Ordnance Fac- 
tories for further trials. So far 4 one-ton batches have been manu- 
factured and further production is continu~ng and after the rnanu- 
facture of the ten-ton lot is completed detailed technical trials will 
be undertaken." 

"As regards development and establishment of indigenous 
production of other propellants and fuzes, information is 
being collected." 

1.160. The Committee enquired when orders were p l a c ~ d  for the 
machinery and what the reasons were for the delay of over six years 
in getting them. The Department have, in a note, stated that out 
of a total of 54 machines as many as 48 were imported and the 
rest were purchased in India. Indents for 52 machines were placed 
by 1960 61 and the indents for the remaining 2 machinex were placed 
by 1%3-64. 34 machines were received bv 1962; 5 bv 1963; 5 by 
1964 and last 2 by July, 1966. Majority of the machines being of 
imported origin. some delay in the deliwrv of the machines was 
unavoidable. 

1.161. The Committee further desired to k~ iow the value of com- 
ponents (other than the propellant) m a n u f a c t u ~ d  and kept in stock. 
The information is awaited. 

1.162. In  the Committee's view, this case spotlights the weak- 
nesses in our defence production programme arising out of the gaps 
in indigenous know-how. This project was started as far back as 
1957. It envisaged the indigenous production of a new t.vw of 
ammunition required by the Army out of which an annual saving in 
foreign exchange of Rs. 58 lakhs per annum was exbected to accrue 
4fter thirteen years, the project ha3 still not got off the around and 
the immrts continue. the last batch of imports valued at Rs. 3'05 
crores have been made in 1967. 

1.163. The efforts to produce the ammunition have so far fn i ld .  
because fwekn  sources from which heln had been exoeebd initblfy 
showed "absolute reluctance" to pass on the designs and the drawings 



Attempts were thereafter made fo produce on our own two out of 
three vital components of the ammunition, i-e., the propellant, the 
cartridge case and the fuze. Propellants worth its. 9.29 lakhs wcre 
manufactured in an amnlunition factorv in 1965 hut when they were 
tried out there were "two wrious arcidents " The cartridge case 
presented difficulty hecaust* special steel ncedcd for their production 
was not available to specifications from tliv steel producers in the 
country. The machincs imported for the prodrtction of these cnses 
at a cost of Rs. 8.17 lakhs had frc*qr~rnt hrrak-downs and produced 
cases which werc "not cwn~pl~tc lv  cylindrical." 

1.164. The Comn~ilicc have alrcndj rmplla&ed in paragraph 1 20 
of their Ninety-Ninth Report (Fourth Lok Sahha) t!ie need to step 
up research and development effort in the field of defence produc- 
tion. This case illustrntc.s how u r ~ r n t  thi, 1iecv1 is. The Commitfee 
have been given to undcrst:~nd that the Kcsearch and Development 
Organisation has saccccdc~d i n  producirig a prpprllant which has 
given "encouraging result\" in trial\. The Committee have no doubt 
that the propellant nil1 aftcr further trial, that are proposed to be 
carried out, be clerelopecl euprc1;tiouslv to facilitate speedy prodnc- 
tion of the ammunition. 

1.165. The Conl~nittee wo~iltl like t o  illention certain other points 
arising out of this case:- 

(i) The firni which supplitvi the cquipmrnt for ninnufacture 
of cartridge raws  s!touId hr 5pcediIv prevailed upon to 
rectify the clrtrcts iinticrd i l l  the ecll~iptne~lt. 

(ii) C'ivil works in Dc.fcr~c~. I'rotli~c tion arc :rt prcscnt taking 
an inordilmic~lv long t i r~~t - .  111 tiic instant caw the work\ 
werc admini\trati\clv ap l i ro \d  in 1962. planned to be 
completed in 19(il. hut sctuall-. finished oulv in 
Othrr instances of t h i .  pp arc1 n~c-ntinncd elseuhere in 
this rrport In 0rdc.r that this 111at not hecon~c a hottle- 
neck, adequattb s t r l ~ s  should he taken to ensure cnpeditious 
completion of civil works for future projects. 

(iii) The factory produccd the pronrllants in this case un- 
necessarily O N  n large 3cale (Rs. 9-29 lakhs). This was 
wasteful, considering t!wt the pronellant had not hecn 
proved by then. It should hc enzurcd that, in future. items 
which a re  to he proved in technical tr;als are  not nroduced 
in quantitieq in excess c r f  those reasonably required for 
trial purposes. 

(iv) The country i.; still denctdent on imports for its critical 
rcau+ements of swcial steclq. The %cone for c~tahl ishine 
indigenous production of ttrrer~fable quality ~ h o u l d .  be 
examined as a nintter of priority bv the  1Cliuistry of 



Dcfcnce in coasultatior~ with the D.G.T.D. Any research 
support required for this purpose should be obtained from 
the C.S.I.R. or the Defence Research Laboratories. 

Audit Paragraph ' I .  

1.167. T!lc\ f:>rginc:~ rc.,!~~ircd f,?r rnanufacttirc~ o f  th(, cr-rinli~ha!" 
\{.ere to  11.~. i i b l i ~ t ~ i  f!-on; I:.,~dt' 'I'hc 13isc~-tor Gcnr~liral .  O~ .dn :~ncr~  
F;~ctori t ,~.  roulr! locate. 2 s o u r w  for supply nf th(.sc7 forpitl!:s rwly 
i n  t 5 . 5  Rut  thc  firm. on ~ v h n m  n n  ordc,! i'os supply o f  

did not s~rp!~!:. : n?- F s w h  orders ftl: .  import of XI0 forgings a t  : 
cost of Rc: 47.5: ~vrst.. thc.rchfo!-e. placcd oil :I foreign firm by 
Auq l s t .  1967 14 mont!:~ later. and thew were  r c c ~ i v c d  it1 
0 t h  1 8  T h ~ c  1 0  !hi. tic.lny i t ,  procurrmcnt o f  t h e  fo ry~ngs .  
five o f  t!~t. n~rtc.!lincl., ( R s  ! 8 73  lakhs ii-ith ;I foreign esch ;~ngc ,  corn- 

1.161: I n  t.k r:it.:intinic.. t h ( ~  csiinkshafts cont inr~c  to i , r ,  ~ n i } ) ~ , r t c d .  
Orders f o r  i;.'iiI[l rr:~nkshaft.; costing Rs .  12.28 lakhr v;crc. i)l;lccd 
abroad ( o r ,  t i l t .  f o ~ c ~ i ~ ! ~  collirl~~:ator) b ~ t w c t m  May 1%; and C)cto- 
her 1968. 

!.I614 I R  thc.1: r ~ r ~ t t ~  t i ; i l (d  t h f .  25th Ft.hrclnry, 1970. the, Dcyart-  
mcnt t , f  I)!,f(bnr,c. P~.crduc.tic~n h;ivt. infornwd the Comrni t tw th:at t h e  
import of rn:~hr.ines for rr~anuf:~cturc of crankshaf ts  was ordcrrd  in 
OctnLc~r j?;o\,f.:> 1 1 ~ ~ .  l!r63 : l r - d  :it 7 hat t imc it xv;t,; c*spc!t r:rl that  thv 
crankshafts  wc,i~ld h t  n>:~nt~facturcd in O r d n n n c c  fnvtories bv June, 
1968. Thc nlwhinc  \vc.rcB rc*rrived hr.twccn Ft*f)ru:lry to October, 
1965 The buildings !n which thwc machines alonr: with some 



other machines had to  be installed were ready for occupation by 
24th November, 1965 but the buildings needed some modillcation. 
After modification, the buildings were taken over in February, 1966 
and 7 machines were installed in April, 1966, 1 in May, 1966 and the 
last one in September, 1966. 

1.170. In reply to a question, why indigenous manufacture of 
crankshafts was not planned in time in view of the fact that manu- 
facture of Nissan trucks and progressive indigenous manufacture of 
vehicle components as being undertaken under foreign collabora- 
tion, the Department of Defence Production have explained the 
position as under: 

"We have a Licence Agreement with Messrs Nissan Motors 
for the progressive indigenous manufacture of Nissan 
Vehicles. However, due to the increased requirements 
of the Army, as against the original capacity set  up  for 
the production of 100 Nissan 1-Ton vehicles per month, 
the 1K;OF had to produce a large number of Nissan 
I-Ton vehiclcs (the production during the years 1964-65 
to 1966-67 exceeded 300 vehicles per months). The 
immediate stress, therefore, lay on assembly rather than 
on increasing of the indigenous content. We have, how- 
ever, since achieved the indigenous content of 6 per cent 
as on January, 1970. In addition, planning on a firm 
basis for increasing indigenous content was not practi- 
cable, as the production was spread over eight factories, 
on the basis of fluctuating spare capacity." 

1.171. Expla~ning why forging could not bc procured from indi- 
qenous sonrcva nrcess~tatink: thclr subscqwnt import after a gap of 
1.1 months. the, Department of Defence Product~on have stated that 
thr KOI" had placed the fust ordrr for forglngs on Messrs Sudsens 
In June, ISM The supply ordrr had to b r  restricted to 5079 Nos. 
hrcause at that time the nunher  of Nissam 1-Ton vehicles on order 
with the DGOF did not pe rm~t  a larger number and the associate 
F~nancc was not agreeable to go on the basis of anticipated demands. 
The supply order was handed over to the Director of the firm on 
4th July, 1966 who during the discussions had agreed to  accept the 
reduced quantity of 5079 ac; against the quotation of 8000. Later. 
however, the firm went back on their word and demanded a price 
increase of Rs. 8/- per piece to absorb the lesser turn over. The 
DGOF held protracted negotiations with the firm but the flnn did 
not  furnish the drawings despite repeated reminders till Anally in 
May 1967 the firm wrote to the DGOF that they were not in a posi- 
tion to guarantee a definite date of delivery because they were com- 
pelled to suspend operation of their largest hammer (which alone 
had the capacity to manufacture the forgings) owing to an objec- 
tion filed in the court by Durn Dum Municipality on the ground+¶ 
of noise and vibration. The DGOF could neither p r ~ ~ e t ? d  l@ly 



against the firm because the firm had not formally accepted the 
supply order nor could he bind thcm down to their quotation because 
the supply order did not conform to the quotation. 

1.172. In reply to a question why there wa:; a delay of 14 months 
in importing the forgings the Department of Defence Production 
have stated that the DGOF had on 4th March 1966 put up a propo- 
sal for the import of 465 forgings to his associate Finance but 
before this proposal was arcepted, quotations from indigenous 
sources were received as a result of which the DGOF placed a sup- 
ply order on Xlessrs Sudsens at tl:e same time dropping the propo- 
sal for the import. The DGOF could not revive his proposal for 
import because the firm were expected to make the supply. On 
22nd May. 1967 DGOF initiated a case for the import of 500 Nos. 
of forgings from Messrs Nisnn Motors. 

1.173. The Committee enquired why therc was a large disparity 
between the indigenous cost of forpings (Rs. 350) and the imported 
cost (Rs. 152). The Del~artnlent of Defrnw Production have given 
the following reasons. 

" ( I )  Messrs Nissan Motors h jve  c a w e d  out thew cost analysis 
which reveals that thc,ir priws were unrealistically low 
nt the timr of agreement as they had then no proprr 
working data and that they had suffered heavy losses on 
this account They h a w  slncc raised their prices by 
about 35 pcr cent accc)rdtng to which the imported cost 
of forging5 comes to about 205 

(ii) The indigenous forging industry is still in  its infancy and 
the producticn i:; on a smaller scale as opposed to t l ~ e  
modern and highly mc:chanised industry in Japan engag- 
ed in mass production both for home consumption and 
export. 

(iii) It would appear Messrs.. - .  . . . . . whose rates was corn- 
paralively more favourable could not have supplied 
standard quality forgings a t  the rate of Rs 1561- as per 
their quotation without ha \ . i n~  suffered heavy losses. 
This might perhaps be a reason why they did not actu- 
ally supply or even accept the order formally." 

1.174. Explaining the present posrt~on regardig indigenous sup- 
ply of forging<, the note stated that according to the latest expects- 

. tions Messrs Rharat Forge would he supplying 150 forgings per 
month from the middle of 1970 and would be reaching a supply of 
500 per month in a few months from then. The first samples sup- . plied by the firm wrre dcfrrtivc hut thc next batch of sample? wns 
satisfactory. 



1.175. The Committee note that the Defence Department conti- 
nues to import forgings for making crankshafts for Nissan vehicles, 
though facilities for the indigenous manufacture of these crank- 
shafts have been set up. Indigenous manuacture was expected to  
commence in Ordnance factories by June 1968, but this expectation 
has not materiaiised, due to the inability of the Defence Department 
to locate reliable sources of supply for castings. 

1.176. The Committee have in paragraph. . . . . .of their 104th 
Report (Fourth Lok Sabha) drawn attention to the existence of 
large unutilised capacity in the castings and forging5 industry i n  
the country. The Defence Department ~ I ~ o u l d ,  therefore, endea- 
vour to tap this capacity, so thnt imports could be done away with. 
for this purpose they should work out a programme of action in 
consultation with the Director General, Technical Development. 
Efforts should a lw  be made to bring down the cost of indigenous 
forgings which arc at prerent rnl~ch costlier t ha !~  imported ones. 

The Committee ob:ervc that a \  much as ( i i  per cent of the com- 
ponents of Nissan truck?. nre 5t;II imported. The Committee would 
in this connection. like t(+ draw a l i c ~ ~ t i w  to  their obwrvations in 
paragraph 1.39 of tlrcir Ninety Xiuth 1:cport (Fourth Lok Sabha). 
A programme for a c w l r ~  d i n g  the pace of import sub3titution should 
be quickly drawn rip and 'mplrmcnted. 

1.177. In  ttrc c x c  ~ i v t : ~ ~  k l o w  r n x h i n e s  procured by the Director 
Gencrrtl. ($rJn:rnrc I";~rtori~..:;, : ( I  ~i ioe t  I.)cl'encrl production require- 
ments in (.?rdrmrice factorivs ti:t\.c rcm:ticx:id under uti1iscd:- 

[c.f. Part, $ ( I  1) ( ~ i )  Audit Report lDr!fence Sewlces), 19691. 



1.178. The Committee enquired on what considerations the 
machines in this case were procured and what the extent of their 
utilisation was in 1968-69 as wcll a s  during the current year. The 
Ministry have informed the Committee that the procurement of these 
machines was planned with the entire original planning of the 
Machine Tool Prototype Factory in collaboration with M/s. Oerlikons. 
These were received in the factory alongwith other Oerlikons 
machines as part of MPF Project. 

Extent of utilisation in 68-69 and the current year is as below: 
1968-69 6 per cent. 
1969-70 23 per cent. 

1.179. The Committee regret to find that two tube drawing mach- 
ines purchased in August. 1953 at a cost of Rs. 2.83 lakhs were con!& 
derably under-utilised due to paucity of orders from the ordnance 
factories, the utilisation being 6 pet cent last gear and 23 per cent in 
the current gear. Further, raw materials worth Rs. 1.87 lakhs im- 
ported between 1953-54 and 1957-58 are still lying unutilised. Evi- 
dently, the procurement of these machines was not based on any rea- 
listic assessment of requirements. Governnient should examine whe- 
ther these could, with suitable modifiraiions. be utilised for other al- 
ternative jobs or  else whether at  least one of the machines should be 
disposed of. 

Extra expenditure in  p~rrchase o f  zinc ingots 

Audit Paragraph 
1.180. In Auguht. 1966. the rrqulrcmcnts of n n c  ingots of five 

Ordnance factories for tile period ending June. 1968 were cstlrnated 
to be 1,531 tonnes. The M r n ~ s t r ~  of Mines and Metals relt.ased this 
quantity from the stock of the Minerals and Metals T rad~ng  Corpora- 
tion which on 3rd January, 1967 offcrcd it for sale to thc Ordnance 
Factories at the provisionel price c,f Rs. 3,050 per tonne. The final 
price was promised to be communic:~tcd soon and the formalities of 
the sale were to be completed by 3rd February. 1967. As the price 
indicated by the Corporation was higher than that charged by it 
earlier and the time given to complete snlc formalities was inade- 
quate, the Director General, Ordnance Factories, approached the 
Ministry of Defence on 25th January, 1967 to reque.it the Ministry of 
Mines and Metals to fix the final price pavable and for extension of 
the period of validity of the offer till 15th March, 1967 The request 
for extending the per~od of v a l ~ d ~ t y  of thc offer sent by the Ministry 
of Defence on 4th February. 1967 was forwarded by the Ministry of 
Mines and Metals to the Minerals and Metals Trading Corporation 
on 16th February, 1967. The Director General. Ordnance Factories, 
also instructed the factories on 7th February. 1967 to place their 
orders on Minerals and Metall; Trading Corporation an the basis of 

. the provisional price quoted. Exccpt onc factory which placed Its 



order on 22nd March 1967, the other four factories placed their orders 
on the Minerals and Metals Trading Corporation between 15th and 
25th February, 1967. 

1.181. In the meantime, with a view to clear accumulated stocks 
the Minerals and Metals Trading Corporation issued public notices 
on 1st and 2nd February, 1967 offering this material at the (reduced) 
price of Hs. 2,700 per tonne to actual users against surrender of im- 
port quota licences. The Director General, Ordnance Factories, also 
requested the Minerals and Metals Trading Corporation on 17th 
April, 1967 to amend its ex l ic r  price accordingly. The Minerals and 
Metals Trading Corpo~ation, however. intimated on 6th May, 1967 
that as all the formalities connected with their earlier sale offer to 
the Ordnance factories had not bccm completed within the validity 
period, ie.. 3rd February. 1967. its offer of sale to the Ordnance fac- 
tories had been treated as cancelled and the Corporation's stocks 
wcre comnlitted for sale to others. 

1 182 Cunsccjuent on  the !allure 01 the) M~nerals and Metals Trad- 
lng Curpor,~ti n scll t ' l r b  5torc.s to the Ordnance factor~es, the Dir- 
csctor G m e ~  al. 01 d n m i  ct t;.,~ to1 ic,. purch,lsed through the Dlrector 
Gcncral, Suppl ic~  . ~ n d  Ih~po.inls In Dcccml.xr 1967-January, 1968, 
2.370 tonnes of /Iric ngot, (~r;c.ludlng furthe1 requlrcments) from 
t ~ a d c  at prlccs vdr>lng f r (~ni  R5  3.250 to H s  3.700 per tonne. On 
tlrcl bns~s ot thr prlcc , f fis 2.7011 pel tonne offeled by the Minerals 
and Metal 'Trading Co~porat~rrn In rts publrc notices, the extra cost 
in  ~)urchaw of 1,531 tonnr~  0 1  71nc lngt ts ~ n ~ t t a l l y  requlred by the 
Ordnance firctorlci I\ ; I -  R s  12 26 lLikh~, 

[P'II : r c v l  . i l ~ h  10 . j nc l t t  Ncpor t (Dvft*nce Services), 19691. 
1 1C:l I ) L I ~ I I ~ L :  1.1 I ~ C I K Y  the Committee panted out that In the 

~c.lc.'r\c. oiiicr tiatcd the  3rd January. 1967 lssued by the Minerals 
~ i r l : I  M ~ : a l s  T l a r l l r ~ ~  C11rpc)ratlc n, one monlh's time had been given 

thc (Jrdnancc, ixtorlt*s to complete the formalities of the sale 
t~:insnctlrrn 'I'l~vy cmjulrcd \vhy the D~rcctor General, Ordnance 
E"rctor1es uppro;;lchcd the Mln~stry of Defence nnly on 23th January, 
1907 f f ~ r  ge t t~ng extcns~on of the val~dlty period by the Ministry of 
M~n(.s and Metals The rcpresenbttve of thc Department of De- 
fcncv Produtcton stated that  MMTC's letter dated 3rd January, 1967 
was rc~tvved on 10th January, 1967 and it indicated the validity 
date fnr the sale as  3rd February. 1967. It also st~pulated hundred 
per cent pnyment when delivery was taken locally and in case of 
~t qtations, payment was to be made upto 100 per cent of the value 
r f material against presentation of documents, i e , R R. invoice etc. 
I'lloi~gh thc bank The prices shown in the sale notes were provi- 
Slrbnal On 11th January. 1967 one of the factorieg requested the 
Mlncwrlc and Metals Trading Corporation to keep the material ear- 
marked for them and r e f e d  the matter to the Director General, 
Ordnance Factories as no prior ~ d v i c c  of allocation had been receiv- 
ed by them Similar requasts were sent to the Directar General, 



Ordnance Factor~es by other factories on 14th, 17th and 25th Janu- 
ary, 1967. The question of reduction oi prices and extension of the 
delivery pericd was taken up with the Ministry of Mines and Me- 
tals on 4th February, 19G7 and the latter sent instructions to the 
Minerals and Metals Trading Corporation on 16th February, 1967. 
"By that time perhaps we were too late." 

1.184. In reply to a question as to why the Director General, Ord- 
nance Factories -wrote to the Defence Ministry instead of taking up 
the matter with the Mmerals and Metals Trading Corporation, the 
witness explained that the allotment of zinc which normally involv- 
ed foreign exchange allotment was made by the Ministry. More- 
over, the original request for the allctrnent of zinc emanaled froni 
the Defence Ministry to the Ministry of Mines and Metals and the 
latter had requested the Minerals and Metals Trading Corporation 
to keep that quantity for the Ministry of Deftlnce. On that basis, the 
Director General, Ordnance Factories, instead of approaching MMTC 
direct, referrec! the matter to  Ministry of Defence. 

1.185. When asked, whether in view of thc urgency of the matter, 
DGOF could not have contacted MMTC dlrect, the witness stated 
that "DGOF is not concerned only with the import of zinc. On a 
single day he has to lace about 30 factories and if he s t x t s  tele- 
phoning in each case he can do only that work. The same is the 
position in the headquarters. NOW. if you see chronologica1l~- the 
story of this case lrom day to day of what action was takell, it will 
be SeEn that nobody was sleeping over the matter and nobody was 
giving less priority io this matter." The witness added: ' 1 do con- 
cede thc point that if  sornebody had ;ak(>!l i ~ p  the telephanc a t  that 
time. things would have moved much faster. That is correct. But I 
would request yau to judge the situation in the totality of the cir- 
cumstances in which the organisation o f  the DGOF is placed." 

1.186. Explainmg the situat~on in which MMTC were placed at  
that  time, the representative of the Corporation informed the Com- 
mittee that as a result af hostilltim wlth Pakistan the Scarce Ii~dus- 
rial Material (Control) Order, 1965 wac promulgated. The Order 
war; repealed in June, 1966 and immediately thereafter with the de- 
valuation of Rupee, Government of India libcrallsed the imports. 
Until September. 1965 MMTC were catering to the requirements of 
the small scale sector for non-ferrous materials With the liberali- 
sation of import policy :n June, 1966, NZMTC virtually were put out 
of the import-trade. They were faced with the problem of disposal 
of non-ferrous metals worth over Rs 13 mores, which they were 
then holding in stock. With the issue of import licences immediately 
after the liberalisation of import policy, the actual users I rnpnrr-  
ed within a period of three to four months substantial quantities 
of non-ferrous metals with the result that there was no r~fltake - -. .--L- -.L4nh +he had in hand since September, leba. 



They had already incurred heavy godown expenses and interest 
on blockade funds by Dtceniber, 1966. They were, therefore, fac- 
ed with the problem of sellmg the material a t  the then ruling 
market prices. 

1.187. Secondly, the MMTC had in December, 1966 in hand 
various orders in iavour of the Ordnance factories for metals 
which had to be supplied or to be lifted by them. There were 
certaln allocations for metals in favour of Ordnance factories re- 
lcrised in OctoberjNovember, 1965. In December, 1966 these were, 
therefore, pending with MMTC for over one year. In fact on 16th 
December, 19ti6, the then General Manager of MMTC dlcw the 
atlention of the Deputy Planning C%cer in the Departlnent of 
Defence Production to the delay extending in some cases upto one 
year in lifting copper and zinc. This letter was followed by an- 
uthcr letter from the Chairman, MMTC to the then Secretary 
Dttfence Production on 29th December, 1966. Even a t  that time 
quitts substantial quantities of non-ferrous metals had yet to be 
lilted by thc various Ordnance i;~ctories and the MMTC! was faced 
~ v t t h  t!w real prclblern of disposing of its stocks and recover the 
investment. 

1.188. The MMTC got relcnse orders from tht5 Ministry of 
Mines and Metals in favour of various Ordnance factories, vide 
tllrlr Ictttr dated 26th December, 1966. The MMTC w;s giving 
o , i e  month's timc to its custorncrs to lift rne:als so allotted. The 
MM'l'C' not only issucd sale notes in favour of varic-us Ordnance 
factories promptly on 3-1-1967 but followed i t  u p  with a general 
covering 1et:cr addressccl to the General Managers of the Ordn- 
nnrc factories concerned requesting them to ensure that all the 
I'orlnalities connected with the sale note may be completed within 
 he validity date of the sale note i.c. 2.2.1M7. At that time MMrC 
wctrc thinking of revising the price downward to get rid of the 
stocks. Therefore. t h r  price indicated in the sale note was men- 
t m c d  "provisional". The representative of the MMTC added 
that i f  at a later date. the DGOF had approachrd MMTC. the 
MMTC would probably have conctdcd the same reduction as i t  
had announced in the Press. 

1.18Q. The Committee enquired on what basis the provisional 
prlcr was flxed by the MMTC at  Rs. 3050 per tonne in January, 
1967. In a note on this point, the M M W  h a w  explained the posi- 
tlon as follows: 

"Under the Scarce" Industrial Materials (Control) Order, 
1966 metals could be sold to the holders of permits 
issued by the Controller at a price fixed in accordance 
with clause 7 of the Contml Order, which provided 
inter aria that 'No person other than a producer shall 
sell or offer to sell any scarce industrial material at a 



price which exceeds the amount represented by an addi- 
tion of 3+ per cent to its landed cost'. Accordmgly, 
sale price had to be fixed for each shlpment by adding 
a margin of 34 per cent over the landed cost for that 
parbcular shipment as defined in the Control Order. 

"The Scarce Industrial Material (Control) Order Mi5 was 
rescinded on 7th June, 1966. Since the Corporation 
imported metals from various sources at dlirercnt priccs, 
the fixation of selling price on the basis of the price of 
each shipment lot plus a margin of 36 over the landed 
cost for the MMTY: resuited in hfferent simultaneous 
selling prices dependmg upon the lot from which deli- 
very was made to actual users. After the repeal of the 
Control Order, the Corporatwn decided that all future 
sales wlll be effected on a 'pool price' determined for 
each categ~ry of non-ferrous metals on the following 
basis: - 

(i) Such 'pool prices' will be fixed quarterly i r l  respct  
of stocks remaining unsold at the beginning of each 
quarter and after taking into account the anticipat- 
ed arrival during the quarter. The first quarter for 
the purpose of determining 'pool price' will bcx 
cieemtd to have ended on 30th September, 1966. 

(ii)  This 'pool price' was to be the we~ghtcd average of 
the landed cost of the metal vailable for sale during 
a particular quarter. To this weighted averakw 
landed cost was to be added MMTC's margin of 34 
per cent to arrive at the uniform p o l  pricc applicable 
during that quarter for all sales made from MMTC'S 
godowns at Bombay, Calcutta and Madras. 

"Thc dt-c~s~on for effect~ng sales at quarterly pocl priccs was 
takcn In July. 1966, but the pool price could not be fha- 
liscd ~mmcdiately as decision regarding the quantum of 
the various elements of cost bulld-up could be finaliscd 
only in October, 1966. Accordingly. the Rnal pool price for 
zinc was fixed in early November, 1966. This pml price 
was Rs. 3,069 per metric ton for ~lrctrolytic zinc. All 
sales made during the interim period were regularised 
subsequently after the fixation of and on the basis of the 
final p1 price of Rs. 3.069 per tonne. 

"The pool price for the quarter January March, 1967 was to be 
fixed on the basis of stocks carried over either unsold or  
sold but not paid for and lifted by the allottees as on the 
1st January, 1967 and the subsequent shipments that were 

antidpated to arrive and become available for sale during 



that quarter. Since the information regarding the unlift- 
edluncommitted (by a l e )  stocks as 011 1.1.67. was to be 
obtained from the Regional Managers of the Corporation 
a t  the port towns of Calcutta, Bombay anci Madras and 
since the sales were to continue uninterrupted, all sales 
during early January, 1967 were made on the basis of a 
'provisional' selling price to be replaced later on by the 
actual selling price tor the quarter January-March, 1967. 
The provisional price fixed was Hs. 3,050; subsequently 
the final pool price was fixed at  Rs. 3,028.70 per metric 
ton." 

1.190. The Committee further enquired on what basis the price 
was subsequently reduced to Rs. 2700per tonne. The witness stated 
that a high powered team examined the question and then only the 
MMTC decided to offer it at Rs. 2700 per tonne. It  had to be borne 
In mind t h a ~  while purchasing zinc at Rs. 2700 per tonne, the actual 
users wercs surrendt:ring their imp(:rt licences which meant saving 
in foreign exchange. It  was, therefore, not the same thing as offer- 
ing the metal at Rs. 2700 per tone ex-godown. 

1.191. In a further note on this subject, the MMTC have stated 
that "the blockade of funds of the Corporation on its stocks of non- 
ferrous metal., was about Rs. 9 crores by the end of January, 1967 
and further shipments for n value of another Rupees five mores 
were expected to arrivr shcrtly. In the context of the Government 
policy of grantmg mpor t  liccnces to actual users directly, the MMTC 
tvas to be completely out of metals trade. The need of the hour 
was, therefore, to ensure prmlpt liquidation of the stocks to release 
the blocked funds. With this in view, therefore, a decision was 
taken to ofIrr the1 stocks o f  metals including zinc to all import licence 
holders against surrt-nder of thclr i m p r t  licences. It  was decided 
that the selling price should be on the basis of actual costs to the 
Corporation by even foregoing its margin of 34 per cent. This 
was cxpwtcd to create interest among potential consumers to lift 
their rcquirrments from MMTC's stocks immediately. I t  was under 
these circumstances that the actual cost prices of various shipments 
were recalculated, a t  the end of January, 1967 as also the price of 
future anticipated shipment arrivals and a weighted average price 
of Rs. 2700 per metric ton was arrived at for zinc." 

1.192. The Committee enquired whether the concession offered to 
the actual users was conveyed to the Ministry of Defence. The wit- 
ness stated: "I do  not see any paper in the Ale to that effect" He 
added that it was advertised in all the newspapers on the 2nd Feb- 
ruary, 1967. The sale note was to expire on 3rd February, 1967 and 
hy that date the MMTC were not approached by the Ordnance f o e  
torjea. 



1.193. When the Committee enqu~red whether the lshapore fac- 
tory had written to the MMTC on 11.1.1967 that they needed the 
material, the witness stated that the lshapore Factory did not lift Ihe 
stock of 240 tons of zinc in s p ~ t e  of personal contacts. 

1.194. The representative of the MMTC added that requests for 
extension of time were received from two units at  Katni and Chan- 
digarh. The former requested for extension of time upto 15.3.1967 
and the latte rupto 28.2.1967. Extension was given to the Chandi- 
garh unit upto 28th February, 1967 but the Katni unit was given 
extension upto 15th February only. Amberriath factory intimated in 
a letter dated the 20th January 1967 that they did nct need 910 tons 
01 the metal allocated to them. 

1.195. The representative of the Department of Defence Produc- . 
tion explamed that the ordnance factories had no knowledge that 
they, were getting allocaticn from the MMTC. They had rslaced 
their requirements with the DGOF who was ac t~ng  on their behalf. 
In fact the Metal & Steel Factory, Ishapur had requested the MMTC 
to keep the matenal earmarked for them and in the meant~mc they 
had referred the matter to DGOF as no prior advicc for allocation 
of 240 tcns had been received by them. The represcntatlve of the 
Department of Defence Production added "On behalf of the DGOF, 
we had requested the Mlnistry of Mlnes and Metals tu reserve this 
quantity for us from the MMTC stock. When MMTC sent the sale 
note to various factcries. they took it by surprise. Some of them 
approached the MMTC to postpone the date, and approached the 
DGOF for advice as to what IS to be done." 

1.196. In a subsequent note the Mmistry have stated that the 
Arnbernath factory declined the allocation "due to a m~sapprehrn- 
siw". The factory did place their order on the MMTC for 940 M ' T  
on 25th February, 1967. 

1.197. The representat~ve of the Department of Delenee Produc- 
t ~ o n  further added that after receiving financ~al concurrencc on 3rd 
February, 1967 the DGOF asked the Ordnance Factories 111 place 
orders immediately on the MMTC for the quantity of Zinc ingots 
covered by their sale note of 3rd January, 1967. In pursuance of 
this letter, four factories placed orders rn  the MMTC between 15th 
and 25th February, 1967. Only one factory delayed ~t till 22nd 
March, 1967. As extension had been given to the Katnl unit r~pto 
15th February, 1967 they placed t h e ~ r  order on that date throuch 

c* a telegram but it was not known when the telegram was received 
by the MMTC. 

1.198. In a subsequent ncte on this point, the MMTC have stated 
that "the supply order by ordnance factory, Katni placed under 
their communication dated 15th February, 1967 was actunlly re- 
ceived in MMTC only on 23rd February 1987 and was rrweivd by 



the concerned ofiicer on 2A~h February, 1Yb'l. MMTC could not, 
thererore, 1n1t1at.c any actlon on thls supply order till 24th of tl'eo- 
ructry, 1%'1 and the uate 15th February, ~967 1s not relevanL so tar 
as lVlMTC n concerned." 

1.199 Tne witness further stated that the Ministry of Nines and 
lMetals had adv~scd In their letter dated 3rd February, 1967 that 
the Min~stry 01 Defence could avail of the offer of reduced price of 
Zinc as announced in the public notice dated 1st February, 196'1. 
When the W O F  approached the Ministry of Defence on 9th Feb- 
ruary, 1967 with a request to finalise the price, keeping in  view 
the lower prices quoted in the public notice, he was advised accord- 
ingly on 7th Apr~l ,  1967. The DGOF then approached the MMTC 
an 17th April, 1967 but the latter informed DGOF on 6th May, 1967 
ihat the sale noLices would be treated as cancelled as  the stocks 
st(:od committed for sale to others. 

1.200. Explaining the circumstances in which the MMTC decid- 
ed to offer Zinc ingots allocated for ordnance factories to other 
eligible un'ls. thC MMTC have in a note stated that "on a review 
of the s!ock pcsition at  the end of January, 1967 it was noticed that 
us against the total sale notes to the extent of 3319 tonnes (includ- 
ing 1531 tonnes issued on 3rd January, 1967 in  favour of the five 
cirilnancc factories), inspecti<,n had been carried out by the Ord- 
n;:nce f : i ~ t ~ ~ r ~ c s  In rcspect of a quantity of 1200 tonnes only. This 
inspection was for material offered against sale note No. ZN 18766 
dated 27th Octobrr. 1966 issued in favrur of Ordnancc factory, Am- 
bernath at MMTC1s then existing pool price of Rs. 3,069 per M'T 
Even afttbr thc completion of the inspecticm. the inspection notes 
f rcm t h c  ordnancc factory were received cnl y on 23nd February, 
1967 and 27th March, 1967. i.e., 4 to 6 weeks after the date of actual 
inspc*ction as indicated below: - 

flare of inspecrim Dare of receipt of 
inspecria nnre 

'The actual dellwries against the sale note issued in October. 
1966, wcrp cont~nued to be made t ~ l l  about beginning of 
Ju l j .  1967, i.e.. upto 8-9 months after the issue of sale 
notes and MMTC had to wait till that period for realisa- 
tlon of i ts  blocked funds. I t  may be mentioned here that 
in apitr. of the fact that sale note issued by MMTC In 
October. 1968 was at  a firm price of Rs. 3,089 per M . T .  
the Corporation charged only the revised reduced price 
of Rs. 2,700 per MIT for supplies against 'Chis sde note. 
In i d ,  MMTC always extended every +ble assistance 



in the needs of the ordnance factories and the above 
fact would be clearly indicative of MMTC's illtentions in 
this regard, in the matter of extended delivery period 
and charging of even reduced price prevailing at  the time 
of delivery." 

"However, keeping in view the consideration that MMTC 
was to be out of the metals trade in view of the liberal 
licensing policy of the Government, i t  cuuld not as a 
trading organisation afford to keep its funds blocked for 
prolonged period which was inevitable if the material 
was to be kept reserved for Ordnance factories which 
had not responded to the sale notes issued in their favour. 
Ordnance Factory, Ambernath had, in fact, returned the 
sale note for cancellation as they did not then need the 
metal. A decision was, therefore, taken that wherever 
the inspecticn of the material had been carried aut  by the 
ordnance factories upto the end of February 1967 the 
material will be kept reserved for them and the remain- 
ing material may be sold to other eligible units." 

1.201. The Department of Defence Production have in their note 
on the subject explained the reasons for their inability to lift the 
stocks of Zinc offered by the MMTC in 1965-66 as fol1uws:--- 

"On 27th March, 1966, the mspector requested MMTU :o inti- 
mate the date when thc materials would bc submitted 
for ~nspectlnn. The materidls were, howcvt-I. ~tmdered 
by MMTC for mspection on 6th February, 1967, i e . ,  after 
about a year from the date o f  placement of the ordei and 
after more than ten months from the  date of request of 
the Inspectoi. The Inspector was deputed on 13th Feb- 
r u a q ,  1967 when no material was made available to him 
for inspection, but he was asked to come on 17th Febru- 
ary. 1967. The materials were inspected on 21st Febru- 
ary. 1967 and released for despatch on 21st February, 
1967 and 5th March. 1967 228.50 M T of Zinc was des- 
patched by NMTC In April, 1967 The balance quanti- 
ties of 9.12 M'T of Zlnc had to be cancelled from the 
order due to non supply for a long tune. 

"The urgency of requirement was stressed on MMTC by let- 
ters and D.O. dated 19th January, 1966, 25th January, 
1966 and 26th Februarv. 1966. Acceptabjlity of the n ate- 
rial was confirmed to MMTC by CIM on 5th March, 1966 
after tests of samples. NMTC were however, asked to 
segregate the material lot-wise for visual inspection and 
stamping of acceptance mark, as  the samr* was found in 
mixed-up condition. Acceptance of MMTC's pnynent 
tenms was conveyed to them in M at D letter No. PC.II, 





Piloduction stated that it was a gzneral policy discussion. In this 
particular case, there was a temporary shortage of 7inc and a spe- 
cific request was made to the Minjstry of Mines and Metals to 
supply the metal and that reqac'st was not linked with the mainte- 
nance of reserve. The witnesa further stated that as a long term 
measure, the Department of Defence Produc:ic:n did not expect any 
other organisation to hold stocks for them and that was the view 
which was advocated by the Department o: Defence Production at  
that meeting. But that did not come in conflict with the earlier 
specific request for the release of 3 specific quota of zinc for which 
there was terrible shortage at  that time. The w i t n ~ s s  undertook 
to enquire as to how, the shortages ln  this case cccurrcd despite 
their stockpiling of scarce metals. 

1.203. From the Minutes of the aforesaid meeting subsequently 1 

n~ade  available to them the Committee observe that the follcwing 
problems were discussed: - 

( i )  Whether there is a need to niaintain an emergencv re- 
serve of copper and zinc any ionger and if so, who should 
hold it; 

(ii) How should the stocks of copper and Zinc built up by 
!he MMTC be disposed of and at what price; 

(iii) Whether pending disposal of the stocks with the MMTC 
further issue of actual user's licenre should bc suspended; 

jiv) What should be the policy with rcspect to pricing of non- 
ferrous metals prr~duced indigwousl y by different units 
or imported. 

1.264. The decisions arrived at  in thv mceting arc summarised 
he1nw:- 

"St cretary, Defence Production, aitstcd that the Ministry of 
Defence had a policy of their own regarding rnaintc- 
nance of stockpiles cf stratcric materials and, therefore, 
he did not consider it necessary for any other organisat~on 
like MMTC to maintain a reserve for purposes of Defence. 
The Ministry of Mines and Metals were also of the view 
that no reserve need be kept with the MMTC. I t  was 
accordingly agreed and decided that the reserves of copper 
and zinc built up by MMTC should be disposed of and 
further import of these metals by that Corporation for 
purposes of the emergency reserve should be stopped. 

"The representatives of MMTC stated that they had no diffi- 
rultv in disposing of their stocks of zinc but they  ought 
:he assistance of Government for disposal of their stocks 
of copper. 



"It was felt that as it would take some time for issuing the 
allotments and more time fcr the users to lift the stocks 
it would not be practicable to dispose of the stock by 
28th February, 1967 as suggested by the 'Corporation. I t  
was decided that the cut off date for lifting the stcck 
should be extended upto 30th April, 1987. 

"The representatives of the Corporation represented that 
tht'ir funds had been locked up in the stt.cks of copper 
and as they were extremely short cf funds it was difficult 
for them to wait till the end of April for the disposal of 
their stocks and realisation of their value. It was agreed 
that the Corporation's financial difficulty could be met 
by advances to be given by Government Cepartments to 
the extent of Rs. 3 crores or so against the proposed allo- 
cations to them. 

"As regards price, Secretary (Expenditure) observed that 
even the rcduccd pricp advertised by the Corporation 
was somewhat higher than the current world prices. I t  
was decided that JS(I&C) should examine the detailed 
build up of the prices quoted by the Corporation and 
suggest fair prices payable therefor. 

"It was also agreed that it would not be practicable to have 
uniform prices for non-fcrlhus .metals beill;: procured 
from various sources and that no attempt nced be made 
in that direction." 

1.205. The Committee were further mformed by Audit that two 
of the five ordnance factolws I X . .  Ishapur and Jabalpur were asked 
by the MMTC Regional Office, Calcutta on 23rd February 1967 to 
irrrange inspection of the mater~al  stated to be lying r e ~ d y  in the 
suppliers' godown, but when the Defence inspecting u%cer ..vent to 
the godown, no material was produced for ~nspection. On his at- 
tentlon being drawn to this, the representative of the MMTC pro- 
mised to look into the matter. He, however, stated that by 20th 
February, 1967 the MMTC had. excepting stocks allccatcd for De- 
fence, practically committed all the stocks. The Chandignrh unit 
was supposed to have lifted its quota by 28th Februnry and the 
Katni unit by 15th February, but they failed. When they made rr- 
quests later on, the stocks had all been disposed of or committed 

1.206. In a note on this subject subsequently furcished to the 
Committee, the MMTC have stated that "From repcrts rrceived 
from the Regional OfFice of MMTC at  Calcutta it is sr.m that the 
Inspector of Metal and Steel Factory, Ishapur. called on Regional 
Oface for inspection of material only on 15th March, 1967, i.e., after 
a lapse of about 3 weeks. The material could not be produced for 
inspection at  that time as it had already been covered by sale to 



other eligible units as there had been no response from the Ord- 
nance Factory. The Ordnance Factory, Ishapur finally cancelled 
their supply order vide their letter dated 30th August, 1967 speci- 
fically stipulating that the cancellation was "without any financial 
repercussion on either side." 

As regards Jabalpur factory, the MMTC have stated that "the 
Regional Office, Calcutta is trying to locate and link up the old 
papers." 

1.207. The Committee enquired whether some quantity out of 
the MMTC stock was sold later on to other Covernmc-nt Depart- 
merlts like Railways, P & T etc. The witness prornis2d to furnish 
the information in writing. 

1.208. The Committee subsequently called for the names of all 
the unlts to whom zinc was sold by the MMTC between ( i )  2nd 
and 15th February, 1967 (li) 16th and 28th February, 1987 and (lii) 
1st and 31st March, 1967. In their note on the subject, thc MMTC 
have stated that after the issue of public notice on 1st February. 
1967 the sale of zinc was made onlv (a) to actual uscrs against 
surrender of import licence. (b) under export promotion scheme, 
(e) against allocations made by Gcvcrnment (Mininry of Mines 
and Metals) which were mainly in favour of Govemn~ent Depart- 
ments like Post Office and Railways. 

1.209. The MNTC have furnished the names of all thc units to 
whom zinc was issued ex-Bombay. Calcutta and Madrds during the 
above stated periods at the concessinnal rate. The Conlmittee ob- 
serve therefrom that sale notes were issued by the Corporation for 
the following quantities of zinc between 2nd February, and 31st 
March. 1967: - 



1.210. The ircsucs b famur of other Government Departmentsf 
Public Undertakings after 15th February, 1967 were as follows:- 

Date of Quantity 
issue (In tonne) -- 

P & T Department (a) Ex-Bombay . 27.2.67 150.000 
(h) Ex-Madras . 27.2.67 jp.000 
(c) &-Bombay . 15.3.67 4 o o . w  
(d) Ex.-Calcutta . 15.3.67 400.000 

General Manager, S. E. Railway, Calcutta . 22.2.61 289.000 

Government Porcelain Factory, Bangdore 

Mlu. Indian Copper Cnrporation 1-td., Ghatsila . 21.2.67 80.0ao 

National Cud Dcvclopment Corporation . 16.3.67 2.000 

Hindustan Aeronautics Ltd., Bangalore . 16.3.67 3.110 

Central Elcctro-Chemical Research Institute, Kzraikudi 17.3.67 0.ga0 

1.211. The Committee pointed out that according to the statement 
made by the representative of the MMTC, the prices of zinc were 
going down gradually and they had to compete with the lower price 
in the open market. The Committee enquired why in that case the 
DGOF had to purchase zinc at hgher rates through the DGWD in 
April, 1967. The Department of Supply have stated that in case of 
one firm, the contract price for supply of 300 tonnes of zinc was fixed 
0 Rs. 32001- per tonne by Government in accordance with a circular 
issued in June, 1968 mgulating the price at that level in view of 
established of indigenous production of zinc by Hindustan Zinc 

Ltd. and a private concern. In regard to another A T  for 2070 
tonnes, the firm had offered two prices- 

(a) Rs. 3700 per tonne fixed; 

(b) Average market rate as reported in the Eastern Metal 
Review during the months prior to the month in which 
the store was contractually offered for inspection, less Rs. 
200 per tome. The firm's offer at (b) was acmpted and 
the Anol prices paid varied from Rs. 3435 to Rs. 3449 per 
tonne. 

1.212. The Casomlttae row to okrve  that tbougb tbe MMTC 
had mubdanti.l of zinc which they later sold to actud users 
at redad  prtesr; they did not meut tba indents of the Ordnance 
factodes fer tftursr of Jne. Comeqaantly ttbe Dofence author- 
itiw were - to abtain tbslr requirements thr- the open 
w t  at Mgbw ratem which resulted in an extra expsncitfurs of 
h u t r l l l l L  
Q C A  r a m  ta 



1.313. The contention of the kfkR'C t b t  thy mid not rceom: 
m d t e  the Defence rcguiremaats as there had been delays of over 
a year on the part of the Defence authorities in lifting stocks against 
previous orders, does not bear close scrutiny. From the information 
in this regard furnished to them, the Committee observe that the 
Corporation were as much respcmsilble as the Defence authorities for 
this situation. In respect of one saie note dated 20 th  November, 
1965 for 6156 tonnes of zinc, the material was tendered by the Cor- 
poration for inspection by the Defence authorities after about a 
year from the date the order was placed. In respect of another sale 
transaction concluded on the same day for 200 tonnes of zinc, t h e  
Corporation took six months to segregate the material for inspec- 
tion. In regard to two other sale transactions agreed to in October, 
1966 for 1200 tonnes and 589 tonnes respectively, the stocks could npt 
be lifted pending settlement of the price which took about ten 
months. After this issue was settled, there was further delay on 
the part of the Corporation in furnishing particulars required for 
issue of inspection notes. In fact, supplies were eventually made 
only against the sale note for 1200 tonnes and no material was ten- 
dered for inspection against the other sale note for 589 tonnes. 

1.214. Another point is that the MMTC quoted a provisional ptics 
of Ra 3050 per tome to the Defence authorities (in the instant case) 
giving them a month's time to finalise the transaction. Yet when 
they decided later to sell the stocks at a concessional rate of Rs. 2,700 
per tonne, neither the question of reducing the price quoted t o  
the Defence authorities nor tbat of giving an adequate extension of 
the delivery period, was considered by the Corporation. The least 
that the Corporation could have done in the matter was to have 
contacted the liaison officer of the DGOF stationed in Delhi l o  settle 
these issues. This was all the more necessary a* at the meeting of 
the Committee of Economic Secretaries beld on 20th February, 1967, 
which the representative of the MMTC also attended, i t  had been 
decided that the date for lifting the accumulated stock with tbs 
MMTC should be extended upto 30th April. lM7. In tbe circum- 
stances the MMTC could have easily accommodated the Defence 
authorities both in the matter of price as well as extension of dales 
for finalising the transactions. 

1.215. Government as a ~o l icy  is now canallsing more and more 
b p o r t s  of vital raw material through the public sector undertakings 
Iike the STC and MNITC. It is necessary that for meeting the v i m  
needs of Defence and other Government priority projects, proper 
coordination is maintained between the consuming Governmaat 
departments and the importing public stetor undertrklngs. Oov- 

' 

elpment should prescribe bow the rtquimnentr of defence, pub& 
mtor undertakings m d  Government departments are to ba met 
from importe and the price at which them should bs xmde av.il.bk. 
to  thtm. 



1,216. It would appePr that the Defence authorities were on their 
part also lax in pursuing tba matter even thaugh they were exper- 
i e n d q  "terrible" shortage of this critical metal a t  that time. The 
Committee find that two of the ordnance factories (Kstni and Chan- 
digarh), to whom some extension of delivery date was granted, fail- 
ed to lift the supplies by the extended dates. A third factory (Isha- 
pur) delayed the inspection till 15th-March, 1967 by which time the 
stocks had been covered by sale to other eligible units. Another 
factory (Jabalpur), could not obtain the supplies for reasons which 
are yet to be explained to the Committee. Yet another factory 
(Ambamath) initially declined the allocation made by the MMTC 
"due to a misapprehension". The Committk would like the Minis- 
try of Defence to examine why the ordnance factories failed to take 
timely action on DG0F"s letter dated 7th February, 1967 asking 
them to place orders immediately on the MMTC for the quantity of 
zinc ingots covered by their sale note of 3rd January, 1967. The Com- 
mittee would also like it to be examined how shortages developed in 
respect of this critical item which is normally stockpiled by the 
Defence authorities. 

1.217. The Committee trust that for the future the MMTC as a 
public corporation, would show a greater sense of accommodation in 
meeting defence requirements of critical items. It should also be 
impressed upon the ordnance factories that they should act in a busi- 
nesslike manner while provisioning for critical items, so that a case 
of this kind does not recur. 

Purchase of sub-standard materialsfequipment 

Audit Paragraph 
1.218. (a)  Soap laundry.-Against two contracts placed by the 

Director General, Supplies and Disposals, with a private firm in May 
1966 and November 1966, 14 lakh bars of soap (laundry) costing Rs. 
13.18 lakhs were rewived in an ordnance depot during October 1966 
to September 1967 after inspection by the Defence 'Inspectorate. Some 
ol the units to whom the soap bars were issued in October 1966- 
December 1967 found them inferior in quality and unfit for use. 
Detailed laboratory tests carried out in September 1967 disclosed that 
the quality of the soap supplied by the firm was sub-standard a t d  
its value wag estimated to be not e w n  50 w r  cent of the contract 
value. The Director of Research and Development apprised the 
brector General, Supplies and Disposals, accordingly in January 
1968. Acceptance of sub-standard soap has thus resulted in undue 
financial advantage to the firm exceeding Rs. 6.59 lakhs. 

1.219. The stock of 1.74 lakh bars of the soap worth Rs. 1.64 lnkhs 
held in #e depot hes &n frozen. The Special Police Establishment 
have registered a c m  in October 1968 against the inspection officid8 . 

bUppUer and the outcome la awaited (January 1BS9). 



1.220. (b) Soap soft.-51,000 Kgs. of soft soap (costing Rs. 1.01 
lakb) were purchased locally by the Ordnance depot from the  
m e  firm in August, 1967. The soap was to conform to the samples 
already accepted by a Defence laboratory in  May, 1967 and was to 
be supplied to the depot after inspection and acceptance by the 
Defence Inspectorate. The entire supply received in the depot was 
found by a Board of Officers on 9th September, 1967 to be below 
specification; some of the containers were also leaking. Samples 
of the soap were, therefoie, retested in a Defence laboratory on 24th 
November, 1967 and the supplies were accepted after a price reduc- 
tion of 5 per cent as recommended by the Director of Research and 
Development. Subsequently in June, 1968 it was found that 
14,000 Kgs. of the soap lying unissued in the depot had deteriorated 
further. Of that, 9,000 Kgs. were very substandard and the depot 
authorities were advised to get that replaced by the firm and for the 
Salance 5.000 Kgs. recover from the firm 25 per cent of the price. 
The firm has not, however, agreed to the proposal and the Director 
General, Supplies and Disposals, has been requested (November, 
1968) to recover Rs. 26,467 from the firm. 

[Paragraph l l ( a )  & (b) of Audit Report (Defence Services), 19691. 

1.221. The representative of the Department of Defcnce Produc- 
tion informed the Committee during evidence that the first cwntract 
in this case for supply of 4 lakh soap bars was concluded by the 
DGS&D on 13th May, 1966 and the second for 10 lakh soap bars on 
16th November, 1966. 

1.222. To a question whether bulk supply samples were drawn and 
t h e  goods duly scaled, the D2partrncnt have stated in a written reply 
that the soap was offered for inspection by the firm under 38 
challans. After drawing hulk samples for each and every chailan, 
the Sampling Ofiicer sealed the lots in bond rooms made available 
by the firm. Samples were also sent for necessary tcst to DRL (M), 
Kanpur. The soap was released only after receipt of satisfactory 
test results. Thereafter, Inspection Notes were issued. The soap 
after acceptance was handed over to the firm for despatch to Ordn- 
ance Depot, Shakurbasti. 

1.223. The Committee enquired whether during the course of 
supply under the two A'Ts any defects were reportcd by the testing 
laboratories either in respect of bulk supply  sample^ or the trial 
samples. The Ministry have stated that bulk samples from Ave lob 
were reported by DRL(M), Kanpur as unsatisfactory and as such 
these lots were rejected. Control samples were drawn 19 times 
against 19 lots. None of them were reported unsatisfactory by 
DRL (M) , Kanpur. . . 



1.224. The Committee enquired whether the inspectors who ins- 
pected the stores were responsible for the loss. The representative 
of the Department of Defence Production stated that i t  was dimcult 
to say that categorically. There were two inspections firstly, at the 
time of acceptance of the goods and secondly, at the time of the 
despatches when a random check was conducted. Both the inspec- 
Uons showed that the stocks were all right. After the stocks were 
delivered to the depot and issues were made to the units, it was dis- 
covered by the units that the material was sub-standard. The time 
lag between the two inspections was 1-112 years. He added that the  
contract was f.0.r and kept under bond in the supplier's godown. 
The inspectors had inspected the stocks and marked all the packages 
and they had seen at the time of despatch that all the seals etc. were 
intact. His hunch was that during the process of despatch from the 
suppliers' premises to the Depot some planks were removed and the 
stocks were replaced without darnagng the outward seals. As a 
preventive measure, it was proposed to use h a f t  paper lining inside 
the case so that it would not be possible to replace the goods with- 
out damaging the paper lining. 

1.225. The representative of the SPE was, however, of the view 
that the possibility of such a thing happening was rather remote 
since the supplier could not take it for granted that once the goods 
reached their destination the fact that the supplies were sub-standard 
would not be detected. He added, "We have not come across any 
case in which the supplies might have been tampered with during 
transit." 

1.226. When asked whether it was a normal practice to keep the 
stock in the supplier's gadown, the witness stated that it was normal- 
ly done but a decision had now been taken that unless a firm had 
good reputation of integrity and honesty they would not be given the 
facility of f.0.r. delivery. 

1.227. The Committee enquired whether the bcxes could have 
bcen tampered with while lying in the supplier's premises. The 
wtness stated that since these were held under a sealed bond, the 
supplier could not get at thew unless there was collusion between 
him and the inspecting oflicers conrerned. Another occasion for 
tampering would be when the supplies were packed after inspection, 
I1 the inspectorate staff had not been sufficiently vigilant at that 
stage, the supplier could have substituted the goods. 

1.228. The Committee enquired when exactly complaints of sup- 
ply of sub-standard soap were rcceived from the units. The r e p  
rrscntative of thc Department s t ~ t e d  that the Rep-rts started coming 
in  MaylJune, 1967. When over 20 such reports were received. it was 
realised that something had gone seriously wrong. I t  was then 
(September, 1963) that ''l?le Director, Inspection (General Stores) 
collected iredlh samples from the Depot which was nearby and had 



them tested in L of his laboratories. When the laboratory report 
came that it is 50 per cent sub-standard, it became very serious. We 
immediately reported to DGS&D in January, 1988." In a note on 
this subject the Department have stated that 17 complaints were re- 
d v e d  from various units between 15th July, 1967 and 16th May, 
1968 by the Director of Research Laboratory (Materials) ]Chief Ins- 
pectorate of Materials. To a further question why in that case issues 
were made to the units upto December, 1967, the Department have 
stated that "the first defect report was received by Ordinance Depot, 
Shakurbasti only in September, 1967, since defect reports meant for 
consignor depots are to be routed through proper channel. Further, 
freezing of stock is not automatically done immediately on the receipt 
of defect reports but is done after receipt of necessary instructions 
from the technical authorities after completion of the necessary tests 
and investigations by them. In the present case instructions for 
freezing stores from the technical authorities were received by the, 
Depot on 6th December, 1967." 

1.229. The Committee enquired why the matter was reported to 
the SPE only in October, 1968. The representative of the Depart- 
ment stated that it was after they were convinced on the basis of 
test results that formal action was taken to report the matter to the 
SPE. The representative of the SPE added that towards the end of 
1967, one of the their units which was entrusted with the task of 
collecting information came to know that substandard soap had been 
supplied by the firm. While this was being verified, a complaint 
was also received from the Ministry of Defence in September, 1968 
about this matter. The case was regmtered for preliminary investi- 
gation on 24th October, 1968. Their report was sent to the Ministry 
of Defence and to the Central Vigilance Commission on the 11th 
August. 1M9. The latter's advice tendered on 19th September, 1969 
indicated regular departmental action against two officers and black- 
listing of the firm. 

1.230. The Committee enquired whether the investigations indi- 
cated the possibility of fraud in the initial stages. The representa- 
tive of the SPE stated that their Andings had necessarily to be based 
on stock which had been frozen and which were found to bear Ihe 
inspection marks of the two officers against whom action had been 
recommended. Stocks which had already been issued could not be 
correlated, in the absence of any markings with the stocks which the 
particular officer in the Inspectorate might have inspected. 

1.231. From the findings of the SF% enquiry made available to 
them, the Committee observe that after com~laints were received 
from user units, the consignee depot was asked to send check sampks 
twice for test to the laboratory at Kanpur. The satisfactory rewrt 
of the two check samples sent by the inspecting etaff to DRL (M) 



Xanpur "Created doubts in the mind of the Director, Research and 
.Development thak B e  mnsignee was in league with the eu~pect fXnn 
.and had drawn apedally ~ l e c t e d  samples to conceal the sub-standard 
quality of the soap." He therefare, ordered check samples to be 
drawn from the stock lying at the Depot. 6 samples from 6 packages 
were then drawn on 10th November, 1967. Sample pieces from these 
were sent to I.G.S. Bombay and DRLIM) Kanpur. At both the places 
they were found to be "signiflcantly below standard". "From the 
nature and magnitude of the defects found, it was clear that the firm 
had deliberately cheated the Government by supplying sub-standard 
stores whose value was not even 50 per cent of the contract value" 
'The allegations against the suspect officers that they accepted sub- 
standard stores and that they did not get the AT particulars recorded 
on the packages were substantiated. The allegation against the A r m  
that they supplied sub-standard stores was also "proved beyond 
doubt." 

In reply to a further question, the Committee are informed that 
so far an amount of Rs. 32,291 has been recovered by the DGS&D 
from the firm. 

1.232. The Committee enquired whether any complaints had ?re- 
viously been received against the firm and whether business dealings 
with it were still being carried on. The Department have informed 
.them that the firm were supplying stores to Defenoe since 1W2 and 
there had been no complaints regarding their supply except for scap. 
Business dealings had been suspended with the firm w.e.f. 28th July, 
1969 on the basis of unsatisfactory performance reported by DI(GS) 
Headquarters. 

1.233. The Committee enquired about the action taken against the 
.delinquent officials. The Department have informed them that they 
were issued charge-sheets on 5-1-1970 and 7-1-1970 respectively. 
Both of them wanted to examine certain documents and were directed 
to report to SPE authorities for the same. They have been asked to 
submit their defence statement which are expected shortly. 

1.234. The Committee enquired whether complaints of supply of 
substandard soap to the Depot by any other firm had been received 
by the Defence authorities. The Department have stated that c o m p  
laints from various units regarding supply of substandard soap by 
three other firms were also received. The defects mported by the 
units were substantiated but they were not present in the correspon- 
ding supply control samples. The units were asked to get the defec- 
t ive  soap bars still held in stock replaced by the firms concerned. 

1.235. The Committee enquired about the present position of con- 
sumption of the soap which was issued to the units as well as the 
stocks which were frozen in the Depot. The Ministry have informed 
them that quantity 1.75.335 bars is held frozen in Ordnance D-t, 
Shakurburti. This indudes 4455 barn tctun!ed by the units. A fur- 
ther quantity of 4,902 bars is awaiting return to Ordnance Depot, 



Shakurbasti by other units. Instructions have been issued for dioc 
porn1 of the frozen stock. The balance quantity already issued to the 
anits must have been consumed by them since no other defect 
teiports have been received so far. - 

1.236. The Committee observe that a firm, on which orders wem 
plated for soap-bars costing Rs. 13.18 lakhs, supplied materid which 
was found on tests to be "significantly below standard." Investiga- 
tions into the case by the Specid Police Establishment revealed that 
"ths firm had deliberately cheated Government by supplying sub- 
e b d a r d  stores whose value was not even 50 per cent of the contract 
vdue" and that the officials who inspected the stores "accepted sub- 
-standard stores from the firm". Disciplhary proceedings Pgoinst the 
~fficials are stated to have been initiated and final action against the  

is awaiting the finalisation of the case in arbitration. The Com- 
mittee would like to be apprised of the further developmenfa in this, 
~egard.  

1.237. The Committee would also like the loopholes like substitu- 
tion of goods while under bond in the suppliers godowns or under 
despatch, drawing of specially selected samples to conceal sub-stan- 
dard quality etc. which came to light during the investigation of this 
ease, should be plngged by laying down of fool proof procedures. 

1.238. The Committe enquired why orders were placed in this 
case with the same firm when complaints had started coming in 
from May, 1967 which had cast doubts as to its bonafides. The re- 
]presentative of the Ministry stated: 'Td1 the time this contract 
was placed with the firm, it had not been blacklisted. No definite 
conclusions had been drawn against the firm in respect of the pre- 
vious orders. Of course, you are right in saying that some evidence. 
had come in by that time. But the authorities deal~ng with the 
purchase were ddferent in that case and in this case. It may be 
that the tie-up was not there. If the same person had been k a i i n g  
with the firm, certainly, he could have been more careful in seeing 
that the things were all right." 

1.239. Asked if this did not indicate lack of coordination between 
the authorities concerned, the witness replied "The only thing I can  
ray from my little experience is that so many purchase orders are  
given by so many different agencies in the Ministry of Defence. To 
have that pucca coordination is not always possible. Then the- 
previous case had not fully matuwd to come to a conclusion. In  
the second place, the reasons of urgency were there and the t h i n e  
were required immediately and they w n t  ahead with this. Cer- 
tainly they should have been more vigilant." 

i20. In reply to a question why the bulk supplies for defence 
requimments were not procured from reputed firms who would not 
@upply sub-standard material because of fear of being black-listed, 



the w j ~ ~  stated that bulk of the purchases were made throught 
the Central Purchase Organisation (Director General, Supplies and 
Disposals) who verifled the antecedents of the eupliers b e h e  w c e p  
ting the tender. But the purchases, according to the rules had to 
be made from the lawest tenderer and sometimes this procedure 
enabled the Arms which were not quite upto the mark to get orders. 
The A r m  in the present case was on the approved list of firms main- 
tained by the Director General Supplies and Disposals. 

1.241. The Committee enquired on what basis reduction of only 
5 per cent in the price was recommended. The representative of 
the Ministry of Defence stated that the deficiency was considered 
to be minor. Since the soap had already been accepted and was 
urgently required for quick consumption, it was recommended an& 
approved by the inspection organisation a t  the higher level, for 
acceptance with 5 per cent reduction. 

1.242. The Committee pointed out that ultimately it was found 
that the goods were not worth even 50 per cent of the contract 
price. The witness explained that in the manufacture of soft soap 
the liquids were mixed together and there was a process of heating 
through a coil. If the heating was not uniform, mixing af the fatty 
acids and the alkali did not take place properly. The soft soap. 
suppIied in this case suffered from that defect. Because the mixing 
had not taken place properly, there was further deterioration om 
account of the starage. 

1.243. To a question why the first test itself could not establish, 
that further deterioration would result if the soap was stored for 
any length of time, the wttness stated: I am waittng to get a zate- 
gorical answer from them (the experts), what is the pmcess by 
which we can determine whether the saponofication has taken place 
adequately or not and whrther there is any risk of further deteriora- 
tion In storage. I would fully agree. . . .that if it could be dctcr- 
mined by a test then certainly the person responsible for testing 
was a t  fault." 

1.244. Ta a question as to what skps  the Ministry proposed to 
tnkc to see that such things did not happen in future, the witness 
stated that "in future for soft soap much greater care would be 
exercised and orders would be placed only on reputable firms who 
have a long standing in thc market. The criterion of lowest tender 
~ 1 1 1  not be applied. Behrre buying soft soap the processes used by 
the supplier would also have to be inspected." 

1.245. When mked whether the firm had replaced 9.00 Kgs. of 
sub-standard snap out of the total of 14,000 KG., the witness stated 
that the iism was told to replace what was absolutely useless and 



pay compensation for what was deficient. But they did not re- 
place the material. The matter was investigated by the Special 
'Police Establishment and their recommendations were being im- 
plemented. The Special Police Btablisment reported that aam- 

:pies were taken by the inspecting official to be sent for laboratory 
analysis "without taking precautions to homogenise the contents of 
the pack" and that he drew samples without "labelling the con- 

'tainers indicating the particular packing unit of the lot from which 
each particular sample was drawn." Charge-sheets had been given 
to the officer wha was responsible for inspection a t  the initial stage. 
DGS&D had also suspended business with the firm. Similar action 

.was being taken by the Master General of Ordnance who also made 
direct purchases sometimes. The Ministry of Law were also con- 
sulted, They had advised that the Ministry had right to claim 
damages from the firm (Rs. 19257). 

1.246. Asked if the firm could be prosecuted for fraud, the re- 
presentative of 'the Special Police Establishment stated that the 

.legal advice was that prosecution was not feasible. Whenever there 
was a fraud, in 99 per cent of the cases it was perpetrated in collu- 
sion with officers in the Ministry and in the inspectorate. For 
proving criminal conspiracy. it was necessary tg prove m - r e a  
and also that the inspecting officers; and the supplier firm were 
acting in concert. If the firm were acquitted, further proceedings 
against it would get vitiated. 

1.247. The Committee enquired whether the amount had since 
been recovered from the firm. The witness stated that the firm had 
refused to pay the amount. Now the only course was to enforce 
the contractual obligation through the court. On its being pointed 
out that the limitation period would expire in August, 1970, the wit- 
ness assured the Committee that the suit would be filed within the 
period of limitation. 

1.248. The Committee called for a copy of the report of the SPE 
in this case. The Committee find therefrom that the Principal 
'Scientific Officer, DRL(M) Kanpur made the following observations 
.after carrying out the tests on control as well as check samples: 

"It will be evident.. . . . .that whereas the supply samples 
were both of acceptable quality, the corresponding con- 
trol and check samples which are almost alike in nature 
differ considerably from those of the supply samples in- 
dicating heterogeneity in the supply. The high ether 
soluble content is likely ta develop rancidity and come- 
quent deterioration of the store in prolonged storage and 
in the normal event the consignment is not acceptable an 
the basis of the mtro1;check samples. The store is m 



critical item and the Director of Ordnance Services as per 
his telegram.. . . . .dated 6-11-1967 has expedited the 
clearance of the consignment, the store being urgently 
required." 

"In view of the above, the matter was referred to the 
DRD(G) for his final consideration and advice and for 
his guidance two check samples each representing the con- 
trol and check samples were also sent separately for his 
visual inspection. The Principal Scientific OfEicer also 
recommended that the store may be accepted with a 
price reduction of 5 per cent as a deterrent and alterna- 
tively the firm should be asked to replace the entire store 
at their own expense." 

As the bulk supply samples were reported satisfactory but the 
control and check samples indicated heterogeneity, the DRD (G) 
decided to investigate as to how the heterogeneity escaped notice 
of the inspection staff. The officer who was detailed to draw fur- 
ther samples from the containers which were sampled a t  the bulk 
stage "could not find any drum bearing the indication of having 
been sampled at the bulk stage". On examination by DRL(M) 
Kanpur, they failed to conform to the requirements. It was again 
pointed out that due tu incomplete soponification of the oil stock, 
the supplies were likely to deteriorate in storage. "The consign- 
ment was earlier recommended for acceptance under a 5 per cent price 
reduction subject to early consumption of the material. However 
in view d the further dlscrepanc~es now observed in respect of the 
phase separation, in some of the samples, it is felt that the part 
consignment havtng this defect (mz. phase separation) should be 
rejecled." 

1.249 The Committee ovserve that the firm which supplied sub- 
standard soap ban, also aupplied soft soap costiag Bs. 1.01 lakhs 
was found sub-standard. The substandard soap was accepted with 
n price reduction of 5 per cent, but, after further storage. it was 
found that part of thc supply had deteriorated further. Investiga- 
tions thereafter conducted hg the Special Police Establishment rev* 
sled that t b  officer, who inspected the stores before supply failed to 
draw rumples properly or label the containers from which the sam- 
ples w e n  drawn. The Committee have been informed that action 
has beon initiated against tbc inspecting of!icer and that notice has 
been sewed against the firm for rccovtry of the sum of Rs. 19,257, for 
which a ruit will be filed. The Cammittso would like to be informed 
of further devdopmcatn 

Extra e3cpenbture due to &lay in release of fortign e n h a w  
Audit P m p h  

1.260. B d  on the advice of the Council of Scientific and I n d w  
trial R s r s e d  that krro-tungsten required by onlnaace fackubr 



would be available indigencusly from three firms (to which a pro- 
cess developed by the National Metallurgical Laboratory for indi- 
genous produchon of ferro-tungsten had been leased by the Council) ,, 
the Director General, Ordnance Factories, placed in February, 1965 
an indent on the hrector General, Supplies and Disposals, for 14 
tonnes of the material wlthout making provision for foreign ex- 
change. Tender enquiries were issued .by the Director General, 
Supplies and Disposals, in March, 1965 when five quotations were 
received. Only one of those five firms (which was one of the three 
referred to above) quoted for supply from indigenous source while 
the four other firms asked for foreign exchange assistance. Later, 
in June, 1965 the former firm also sought foreign exchange of 
Rs. 2.30 lakhs for import of raw material. That made its quotation 
less attractive than those of two other firms whose quotations were 
open for acceptance till 21st July, 1965. These two firms required 
foreign exchange of Rs. 1.82 lakhs and Rs. 1.75 lakhs respectively; 
the second firm which had quoted Rs. 18,700 per tonne later agreed 
to keep its offer open till 30th August, 1965, However, only on 10th 
August, 1965 the case for release of foreign exchange was initiated 
by the Director General, Ordnance Factories, through departmental 
channels. The Ministry of Finance approved release of necessary 
foreign exchange on 4th October, 1965 and the sanction therefor was 
received by the Director General, Ordnance Factories, on 20th 
October, 1965. As the validity of the offer had already expired by 
that time, the order could not be placed on that firm. Fresh tender 
enquiries were made in September, 1966 and 5 7  tonnes were pur- 
chased in Octohr, 1966 from another firm at the higher price of 
Rs. 41,830 per tonne (with a higher foreign exchange component of 
Rs. 2.28 lakhs). The balance 8.3 tinnes were purchased in August, 
1967 without any expenditure in foreign exchange but at the still 
higher price of Rs. 49,500 per tonne. 

1.251. The total extra expenditure on procurement of thc material 
was about Rs. 3 lakhs (including extra foreign exchange of Rs. 0.53' 
lakh) which could have been avoided had the Director General, 
Ordnance Factories, obtained sanction for release of foreign exchange 
(for Rs. 1.75 lakhs) before 30th August, 1%5. 

[Paragraph No. 14, Audit Report (Defence Services), 19691 

1.252. The Committee called for copies of corrcspondcnce ex- 
changed between the CSIR and the DGOF regarding availability of 
feno-tungsten from indigenous sources. The Committee observe 
therefrom that the SCIR did not advice the DGOF at any stage that 
the three firms suggested by the Council would not require any 
foreign exchange for purpose of mpplv of ferro-tungsten. On the 
other hand, the DGOF was informed that the National Metallurgical 
Laboratory could make ferro-tungsten but had no foreign exchange 
to spare for the import of tungsten ore concentrate required far the 
purpose of production. 'Ik DGOF wae, therefore advised to con- 



.tact the three firms who had been licensed to produce ferro-alloys 
based on NML "know-how". He was also informed that these firms 
were arranging to import raw material including tungsten concen- 
trate through the State Trading Corporation for the production of 
various types of ferro-alloys for their (Defence) requirements. 

1.253. The Committee enquired whether the tender enquiry issued 
by the DGS&D included the three firms indicated by CSIR to the 
DGOF. The DGS&D have informed them that the tender enquiry 
was issued to 64 firms including the three firms indicated by CSIR. 
The Committee enquired in what manner the DGS&D tried to help 
Arm 'A' (which had quoted for supply from indigenous sources) 
to get the raw material stated by them to be available with another 
firm 'B'. The DGS&D have stated that on receipt of firm 'A"s letter 
dated 18th May, 1965, they requested firm 'B' on 31st May, 1965 to 
release the requisite quantlty of material to firm 'A'. A copy there- 
of was also endorsed to the then Deputy Director, Civil Armaments 
at Calcutta (by name), requesting him to contact the firm and to 
persuade them to release the required quantity of raw material to 
firm 'A'. F ~ r m  'B', however, regretted their inability to supply the 
material. The Director of Supplies and Disposals, Calcutta was 
thereafter requested to contact firm 'B' and to persuade them to re- 
lease the required quantity to Firm 'A'. The Directar of Supplies 
and Dispcsals, Calcutta, fixed up an appointment with the Arm to 
discuss the matter personally with their representative who did not 
however turn up, obviously because the firm were not in a position 
to supply the material in the near future. 

1.2.54. The Ci~mmittce enquired whether the DG=D tried to 
locate any other source for the raw material. The X S 8 - D  h a w  
replied that "at the time this demand waq reccivrd. it was not k n n m  
to the DC>=D as t o  whether the raw material was indigenously 
ava~lable elscwherc However. later on i t  came to DGSdrDas notice 
that this matenu1 was bang  produced in Deghana Mines in 
Rajasthan. Accardingly, this source was tap@ in some other ease 
to procurih the mirtcrial, but subsequently it was  found that the 
materral was not useful fcr the manufncture of ferro-tungsten. con- 
forming to IS Specific~tian, due tv presrncc of high pcrcentsge of 
Sulphur and Tin So far as the M;S&D are aware, exccpt in Deg- 
hana Mines, this material 1s not produced indigenously anywhere in 
the country." 

1.2%. In reply to a question when they asked the tenderer to in- 
dicatc hh  foreign cxchanqr requlrerncnt. the DGS&D have stated 
that the Director (rI Supplies and DirrpossL, Calcutta was requested 
on 30th June, 1966 to contact Arm 'A' penwmdlv with r view to Rnd- 
fna out the exact qunntitv of raw materfnl they would muire far 
the mmufactun, of I4 M!T of Fermtungpkn with its CJJ". v a b  



The Director of Supplies and Disposals, Calcutta, sent a telex o n  
12th July, 1965 intimating that a quantity of 23 MIT of wolframite- 
concentrate 62 per cent would be required by the Arm, for the manu- 
facture of 14 M.T of Ferm-tungsten, the C.I.F. value of which varied 
from Rs. 9,000 to Rs. 10,000 per MIT. 

1.256. The Committee enquired when exactly It became clear to- 
the DGS&D that foreign exchange would be necessary to finalise the 
t&nder and when they asked the DGOF to arrange for the same. In 
a note on these points, the DGS&D have informed the Committee 
that as foreign exchange was not provided for in the indent, DGSLD 
had been originally considering the offer of firm 'A', which was with- 
out any commitment of foreign exchange. After firm 'B' informed 
the DGS&D (on 17th June, 1965) that raw material wns not avail- 
able indigenously with them, it became clear to the M;S&D that the 
foreign exchange expenditure was inescapable for finalising the corl- 
tract. However, the question as to how much foreign exchange 
would be needed still remained unsolved till DGS&D came to know 
on 12th July, 1965 from the Director of Supplies and D~sposals, 
Calcutta that the foreign exchange in the import of raw material re- 
quired by firm 'A' would be much more than the foreign exchange 
involved in the import of finished material i.e. Ferro-tungsten. The 
first reference by the DGS&D to the DGOF. Calcutta for the rrlensc 
of foreign exchange was made on 13th July. 1965. although thc 
Deputy Chief Liaison Officer, Defence Services Liaison Cell, sent a 
telex message to the DGOF on 5th May, lW5 for foreign exchanzc 
provision to the extent of Rs. 1.80 lakhs, after having a talk with the 
Assistant Director concerned. 

1.257. The Committee enquired whether the DG%D ~nformed 
the DGOF about the period cf vahdity of the offers received. The 
DGS&D have stated that while reminding the DGOF on 19th August. 
1965 about the provision of foreign exchange. the latter was inform- 
ed that the offers were expiring on 21st August. 1965 and that. al- 
though the firms had been requested to keep their offer open for 
some time mcre. sanction for foreign exchange was rcquircd by 
4th Septembzr, 1965, failing which the indent was liable to be re- 
turned. Again on 26th September, 1965, the DGOF was reminded 
about the foreign exchange sanction and he was requested to ensure 
that the reply should be sent by 30th October, 1965 positively. He 
was told that responsibility on account of delav in reply beyond the 
target date resulting in payment of higher prices wruld rest on him. 
In this letter it was mentioned that offers were open for acceptence 
till 21st October, 1965. Before writing to the DGOF on 26th Sep- 
tember. 19fi5. all the tendering firms had been requegted. on 21st 
September, 1965 to keep their offers open till 21st October. 1M5. 
Although no official confirmation from the firms about the validity 
of their offers till 21st October, 1965 was available on 26th Septem- 
ber, 1965 when DGS&D had written to the W F ,  yet the fact t ha t  



.the offers were open for acceptance was mentioned on the preaump- 
tion that the firms would agree to extend their offers on the same - 
terms and conditions. 

'c, 1.258. To a further question whether they kept a watch on the 
trend of prices of the material, the DGS&D have stated that Ferro. 
Tungsten is a strategic material. The raw material required for the 
manufacture of Ferro Tungsten is wolframite concentrate, the price 
of which is liable to day to day fluctuation, as reflected in the Metal 
Bulletin issued by Metal Information Bureau, London. It had been 
recorded in the purchase proposal dated 3rd October, 1966 that the 
firm's CIF prices would be dependent on top tungsten ore price as  
published in London Metal Bulletin current on the date on which 
the makers accepted the order. A corresponding clause was also in- 
corporated in the A.T. 

1.259. The Committee enquired about the requirement of the 
Services for special Steels to what extent these were being met b y  
imports and what concrete steps Government had taken to establish 
indigenous production of these steels. The Ministry have informed 
them that special Steels requiring Ferro Tungsten are Hot Die Steels 
and High Speed Steels. Hot Die Steels have not so far been import- 
ed. As regards High Speed Steels only a small part of requirement 
have been imported. 

Details ct imports of High Speed Stecls during the last three 
years are given below:- 

1967-Ni I.  
196G3.60 M T (Approximately). 
1969-0.40 M T (Approximatcly) . 

1.260. Indigenous capac~ty for these special Steels already esists 
in the country. Ordnance Factories requ~rtments are part!y met 
from their own manufacture and the balance from other indigenous 
producers. Apart from the Ordnance Factories, these steels are 
mainly produced by Hindustan Steel Ltd.3 Alloy Steels Plant, 
Durgapur. To a small extent. these steels are nlso produced by other 
three main Alloy Steels Producers oar., Mysore Iron and Steel 
Limited, Mahindra Ugine Steel Co. and Gest Keen Williams Ltd. 

1.261. As regards requirements for Ferro Tungsten, Ministry of 
Steel has confirmed that arrangements have already been made by 
the Government to allow import of Ferro Tungsten to Alloy Steel 
Plant, Durgapur, far production of these types of steels. Apart irom 
allowing the import of Ferro Tungsten to the Alloy Steel Producers, 
the t h e e  producers of Ferro Tungsten in the country who have a 
total capacity of producing 950 tonnes of Ferro Tungsten per annum,. 
have also been issued licences to import Ferro Tungsten Ore con-- 
mtratw for production of Fern Tungsten. 



1.262. The Committee observe that the DGOF in this case placed 
=an indent with the DGS&D in February, 1965 for supply of 14 ton- 
laes of ferro-tungsten without making any provision for foreign 
-change. The DGOF had been advised earlier by the C.S.I.R. that 
tdbree firms in the country had been licensed by them to produce 
ferro alloys but that this was with imported raw materials. The 
D.G.0.F; should have therefore obtained prim foreign exchange 
clearance before raising the indent on the D.G.S.&D. The omission 
to do this and the time spent later in getting the foreign exchange 
release resulted in a situation where the original tenders lapsod. 

'When fresh tenders were called and orders placed, Government had 
b pay Rs. 3 lakhs extra. 

1.263. The Committee would like the Ministry of Defence to exa- 
mine why the D.G.O.F. did not obtain prior foreign exchange release 
for this transaction in spite of the information received from the 
C.S.1.R that the firms licensed by them for production of ferro-tung- 
sten were dependent on supplies of raw materials from overseas. 

1.264- The Committee would also like Government to devise nde- 
qunte procedures to eliminate delays in release of foreign exchange 
required for meeting defence needs. 

E.qmtdit?cre on proct~rement of Shaktiman vehicle springsjleave 
Audit Paragraph 

1.265. Between January 1964 and October 1964 the Dlrector Gene- 
tal. Ordnance Factories, placed four supply orders (Rs. 57 91 lakhs) 
on a firm for supply of spr~ngs leaves of different types required as 
spares for Shaktiman vehicles. The supplies were to commence 
within six weeks of the placlng of the orders, with a minimum s u p  
vly of 300 sprlngs or 10,000 leaves per month, and were to be comp- 
leted by September 1965. The firm did not make any supply under 
one of the supply orders and did not adhere to the delivery schcdule 
for the other three for which extensions of time were granted up to 
October 1966. In the meantime, in July-August 1965 the Director 
General, Supplies and Disposals, concluded rate contracts with four 
firms (including the earlier mentioned firm) for supply of the 
springsjleaves for the Shaktiman vehicles but at  cheaper rates. 

1.266. Had the quantities due from the firm but which were not 
supplied on due dates been cancelled from July 1965 onwards and 
further purchases made under the rate contracts concluded by the 
Director General. Supplies and Disposals. there would have been a 
saving of Rs. 1.50 lakb-in respect of supplies received after that date. 

[Paragraph No. 15, Audit Report (Defence Services), 1989.1 
1.267. The Committee understand that in respect of one supply 

wrder, in regard to which it has been stated in the Audlt paragraph 
-that no supplies were made, the firm actually made part supply of 



one third of the quantity ordered but only after the extended date 
of supply. 

1.268. The Committee called for details of the four supply orders, 
the schedule of delivery and the dates of actual supplies. The 
Department of Defence Production have accordingly furnished the 
following information: 

Date of supply Quantity Time ~ h c d u l c  for Datc of actual Remarks 
ordered making the supplies supplies made 

r 5'22 Jan. 64 

5 ' 2 2 .  Jan. 64 

27 Oct. 64 

Springs 303 scts or rnorc per roo sets by Jan. 65 Rnlmcc 500 sets 
750 ~ t s  month commencing* ::c~ scrs h Jan. 66 cancelled. 

from 6 weeks from 250 scrs ?oral 
rhc darc of ordcr or 
carlicr. 

1,onsc lcabcs 1 o . o ~  Icaves or 20-10-1966 Qty.  55033 
60760 Nos. more per month suppltcd Qtg. 

ct~rnrncnc~ng atrer 6 5722 CLDCCUC~. 
\I ccks from I hr date 
of ac~cptancc 
o f  c d c r  ~17. 31-3-64. 

1.O1)w Ica\cs 10,ooo leaves or more 2 1-10-66 Qry. 57214 
61260. pcr month cornrncn- Supplied Qty. 

cmfi nftcr 6 M ccks 4146 cnncelkd. 
from the date of 
ncccptancc t l f  ordcr 
~ 1 7 .  12-6-64. 

1.269. The Committee enquired about the reasons for which 
extensions were given. The Ministry of Defence have explained the 
position as follows:- 

"(i) Short-closing of the orders would have involved financial 
repercussions to the extent of about Rs. 18 lakhs because 
the imported raw material including 'semis' had already 
arrived in the firnu premises. Moreover, stores already 
manufactured out of steel imported at a cost of heavy 
foreign exchange would have gone waste in the event of 
short closing the orders. 

(ii) The firm had made representations to the DGOF that the 
delay in supplies was due to the delay in the receipt of 



Import Licence from Iron and Steel Controller for the 
imported spring flats required by the firm; the DGF consi- 
dered this reason as genuine. 

(iii) When in June, 3966 the D.G.O.F. was informed about the 
existence of DGS&D rate contracts, the firm had already 
supplied about 70 per cent of the ordered quantities and 
had also tendered for inspection a further quantity of loose 
leaves. The DGOF had therefore no alternative to allow- 
ing the inspection to be completed which took sometime. 
The DGOF therefore short closed the order for complete 
springs and granted ex-post-fact0 extension oaf delivery 
period for loose leaves after completing of inspection. For 
the balance, which had been tendered for inspection, the 
orders were short-closed." 

1.2.70. To a question If any liquidated damages were recovered 
from the firm for the delay in supply, the Department have replied 
that no such damages were recovered. 

1.271. The Committee were given to understand by Audit that 
copies of the rate contracts placed by DGS&D were not received by 
the DGOF. The Committee, therefore, enquired how it came about 
that copies of the rate contracts concluded at cheaper rates by the 
X S & D  in July-August, 1965 with four firms (including the one on 
which orders had been placed earlier by the DGOF) were not receiv- 
ed by the DGOF. The Department cf Defence Production have stat- 
ed that according to DGOF the copies of rate contracts wcre for- 
warded to the DGOF but the latter had indicated that copies of the 
rate contracts were not received by him. 

1.272. The Department of Supply have in their note on this point 
explained the position as under: 

"According to the list of the direct demanding offlcers availa- 
ble on the relevant case, copies of the rate contract entered 
into by the DGS&D in July-August, 1965 for Springs1 
Leaves, were duly sent to the DGOF as well as to the 
individual ordnance Factories. I t  is not possible to watch 
the acknowledgement of the receipt of copies of rate con- 
tracts by the direct demanding officers as, with the excep- 
tion of copies meant for the controllers of Stores of Indian 
Railways, copies to other direct demanding offfcers are to 
he sent by ordinary post under certificate of posting." 

1.273. The Committee enquired about the steps since taken to 
avoid recurrence of cases of this nature in future. The Department 
of Supply have informed them that it has been dedded (December, 
1969) tu prepare a list of stores on ratelrunning contracts concluded/ 
extended during each month in lieu of half-yearly lists of stores on 



ratelrunning contracts (current as on 1st April and October of each 
year), to eliminate delay in its circulation and to provide more timely 
opportunity to' direct demanding officers to place orders on firms for 
purchase of various kinds of stores handled hy thc Central Purchase 
Organisation. Copies of these mcnthly publications are alm forward- 
ed to the various indenting departments'direct demanding officers. 

1.274. Thr Committee further enquired why the outstanding 
orders were not cancelled in December, 1965 by the DGOF and 
whether any enquiry had been held to fix raponsibility for the 
lapse. The Department of Defence Production have stated that the 
DGOF was not aware of the rate contracts concluded by DGS&D. 
In any case, as against the legal complications involved in short- 
closing the orders, it was doubtful if the DGOF could have taken an  
appreciable price advantage consistent with quality even if the 
existenco of DGS & D rate contracts was known to him earlier 
becausl, : 

( i )  the DGS&D rate contrnct with one firm for certain types 
of springs and loose leavcs was at the same rate a t  which 
the DGOF had procured supplies from this firm; 

(ii) the rate contract for coml)l, i : ~  springs catered for different 
rates with different firms 

1.275. As for holding an enquiry ~ n t o  the matter, the Depart- 
ment of Dtafcnce Product;on have stated that further consultations 
with the DGOF reveal that the question of holding of a n  enquiry 
in the matter to fix responsibility did not actually arise as the exten- 
sions were granted to the firm in consideration of the delay in the 
issue of import licence for spring flats. 

1.276. The Conunittee observe that the DGOF plarcd orders on a 
firm between January and October, 1964 for supply of springs~leaves 
for Shaktiman trucks. The firm could not adhere to the delivery 
schedule due to delay in receipt of import licence from the Iron & 
Steel Controller for spring flats and had, therefore, to be granted 
extension of delivery period upto October, 1966. In the meanwhile, 
the DGS&D concluded rate contracts with four firms including thc 
one on which orders had been placed by the DCOF for supply of the 
springslleaves at cheaper rates. The relevant lists were, however, 
not received by the DGOF who came to know about these only in 
June, 1966, by which time the firm had completed 70 per cent of the 
supplies. Non-cancellation of the outstanding orders thus resulted 
in an avoidable loss of Rs. 1.50 lakhs in this case. 

1.277. As it bas been stated that cancellation of the contncts would 
have had hanc ia l  repercussions, the Committee do not wish to pur- 
sue this case furtber. However the case clearly indicates that tbgr) 



was lads of co-ordination between the MS&D and the DGOF. The 
M;S&D has since decided to publish Iists of the rate contracts can- 
cluded by the Organisation every month (instead of half yearly) so 
that all indenting organisations, which make such purchases, are 
made aware of the terms of the DGS&D contracts. The Committee 
trust that this would eliminate recurrence of cases of this type in 
future. 

Deficiencies in stock 

Audit Paragraph 

1.278. (a) Semi-finshed ,garments in an  Ordinance factory- 
While reconciling the ground and ledger balances in January, 1968 
in an Ordnane  clothing factory, shortages of unfinished garments 
W . . J ~ L O  ILS. t . 9 , ~  ~aitrls 111 Lne cutt ng and lailoring shops came to the 
not~ce . I I ~  the factory authorities. Thcse shortages were neither re- 
ported to the higher administrative authorities nor investigated 
lu the r .  The annual stock verification as on 31st March, 1968 also 
d sclosed d~ff-rcnces betuYcen the ground and larger balances but, 
on t h 2  gr und that the stock-tak ng on 31st March, 1968 had got 
vi; ated and the stock-taking data were not reliable, those differ- 
ences w2re not shown in the annual statements sent to the Accounts 
Officer for cshibiticn of the value of unfinished garments in the 
a n n u l  acc~unts .  Thc connected stock-taking sheets called for by 
Audit k::r chuck in July 1968 were also not made available by the 
factory management. 

1.279. After the matter was taken up by Audit and the Accounts 
author~t  es, a sp-cia1 stock-taking was carried out on 1st September, 
1968 by a team sent by the Additional Director General, Ordnance 
Factories. This disclosed shortage of Rs. 2.62 lakhs worth of cloth- 
ing rn .Let- 71 in ~ h c  c u ~ t l n g  an tailoring shops of the factory. The 
Additional Director General, Ordnance Factories has now ordered 
rlve>t.gau~~l I I I L O  tti s case by a Board of Inquiry (Dxember, 1968). 

1.280. (b)  C a m a s  In an Ordinance factory-In August 1966 the 
officer in-charge of stores section of an  Ordnance factory brought to 
the not~cc of the General Manager deficiency of about 30,000 metres 
of canvas (cottm). Annual stock verification on five earlier m s e -  
cut-ve years had not brought out any deficiency in the material. A 
prel'minary investigat on by two officers of the factory in September 
1966 confirmed the deficiency, which was attributed ta a possible 
short receipt of the material from trade a t  the time of purchase in 
January. 1962. This conclusion was not accepted by the Director 
General, Ordnance Factories, who directed that the matter should be 
further enquired into. A Board convened by the General Manager 
in November 1966 to investigate the matter ruled out possibilities 



of pilferage of the maierial, or of issue of the material to produc- 
tion sections without proper documentation. Due to paucity of 
cavered accommodation the stock of the material was found lying 
scattered in the open along railway siding. The Board confirmed 
the earlier tentative conclusion that the deficiency was due to short 
supply at  the time of purchase. 

In April 1967 the Director General, Ordnance Factories, ordered 
a second Board of Inqulry. This Board, while rejecting the ear1i.x 
conclusion that in the past the material had been received short, 
held that the deficiency was attributable to issue, without proper 
documentation, of the material to sect ons in July-August, 1963. 
The Director General, Ordnance Factories, has ordered a further in- 
vestigation into the matter. 

The total deficiency in stock has been assessed to be 29,928 
metres; its value is Rs. 1.88 lakhs. 

1.281. (c) Spares 'n an Air Force repair Depot.-A special 
physical ver'fication of stock in an Air Force r-pair depot conduct- 
ed in February 1966 disclosvd deficiencies in 2,188 items valuing 
Rs. 18.37 lakhs and surpluses in 935 items valuing Rs. 11.48 lakhs. 
Even before th s stack-taking was conducted, 371 items valued at  
Rs. 2.47 lakhs had been voluntarily brought into account by the 
stock-holders; of those, items worth Rs. 0.12 lakh were later set- 
off against the deficiencies. 

1.282. The normal annual verification of stock for 1966-67 car- 
ried out subsequently also revealed surplus in 1.318 items (Rs. 3.20 
lakhs) and deficiencies in 1,495 items (Rs. 3.04 lakhs). In 259 items. 
where surpluses had been found in Febxary,  1966, there were 
deficiencies in t.his stock verification. 

1.283. A Court of Inquiry convened in May, 1967 to look into 
these discrepancies held that- 

(i) supervision, command and control over stock-holders were 
inadequate. 

(ii) storage and accounting of stores in the unit were unsatis- 
factory. 

(iii) the stores were held in multiple locations and sub-stores 
had been opened without proper authority. 

(iv) there was some evidence to show that stock-taking in the 
past was conducted p somewhat perfunctory manner. 
and 

(V) Out of the deilciendcs natlced during February 1966 deR- 
cfency valuing R8, 11.85 lekh8 may be treated as flctitio~ 



loss be due to wrong categorisation, accounting errors, etc. 
(Further discrepancies to the extent of Rs. 0.36 lakh were 
reconciled later). 

1.284. On the find~ngs of the Court of Inquiry, the Air Officer 
Commanding-in-chief remarked that  no individual could be held 
d i -x t ly  responsible for the state of affairs which was attributable 
tcr cUmulativc adn~lnistrati\~e lapses over a period of time. Discipli. 
nary action has. hO\vcver, been initiated against five officers who 
were held to bc blamed for ~ I I : ,  administrative lapses in the depot. 
The Ministry have stated ( Jmuary  1969 that remedial measures 
have been take11 to avoid recurrence of similar irregularities. 

[Paragraph No. 21, Audit Report (Defence Services), 19693 

(a)  Defictenc,es ?n Semi-finished garrnents 

1.285. The Committee enquired why the stock-taking sheets were 
not made available to Audit and on what grounds the stack veri- 
fication done on 31-3-1968 was treated as vitiated. In  a note furnish- 
ed to the Committee. the Department of Defence Production have 
stated that "Stock taking shcets are not normally furnished to the 
local Audit in Ord inanc~  Factcries since these are not auditable docu- 
ments. In this specific casc the factory management would have 
furnished stock-taking shcets to the local ; IudLt  as a special casc, but 
as stock taking done on 31-3-1968 was \vitiated and did not represent 
true state of s e m s .  stock taking sher ts  were not furnished as any in- 
formation compiled on the basis of these sheets would hnvc bec)n in- 
correct and misleading." 

"Stuck taking done on 31-3-1968 was treated as vitiated as ccr- 
t a i r l  stock tvrorc lwated subseyauntly w!lich had not been 
presented for .t<,ck taking on 31-3-1868" 

In rcl)ly tl, 3 q~lcstion as t,, how the loss was computed, the De- 
partment have stated that "it was done on the  basis of position re- 
vealed .n stock taking on 1-9-1968." 

1.286. T-, a question whether any action was taken aga~ns t  the 
factory managt.ment fvr f a lu r e  to order an immediate enquiry when 
discrepancies were icvealed in January, 1968, the Department of 
Defence Production havc stated that "no stock taking as such was 
conducted In Januar).  1968. Thc bench balance slips which seemed 
to form the basis for assurnpt~on that certain r e m c ~ l i a t i o n  was car- 
ried out In December, 1967 and January, 1968 did not even bear the 
signature of the foreman or shift officer. It could not therefore be 
said that the factory management had k m l e d g e  about the discrc 
pancy in January, 1M8 Hence the question of taking action against 
the factory management for not ordering immediate enquiry or re- 
porting the matter to higher authorities by the  managemcnt did not 
arise." 



1.287. The Committee were infurmed by Audit that "the Board 
of Inquiry ordered by the DGOF (November-December, 1968) point- 
ed out that; 

(i) the existence of the discrepancy in  January, 1968 should 
have been an eye-opener for further probing. 

(ii) 2474 numbers of overall combination of olive green colour 
were ,produced for inspection in 1968-69 against orders for 
overalls in Khaki shades, though khaki cloth for the gar- 
ments had been drawn in full. (This was not taken by 
the Board as deficiency because there was a nrmbined 
order for overalls of both khaki and O.G. shades but it 
suggested that the matter might be investigated sepa- 
rately). 

(iii) The extent of permissible rejections was inadequate in 
comparison to the actual rejection. (The Board was, how- 
ever, not able to ascertain how in earlier years no discre- 
pancies had been revealed on this account). 

(iv) There was a lack of control on the management over the 
staff and tailors about proper accounting of cut compo- 
nents, the garments and the exchanges (before fabricatiun 
of garments they are checked in the Exchange Section for 
defects). No officer was held responsible. The Ministry 
statcd that the matter 1s now bemg investigated by the 
C.B.I." 

The Committee theref ore enqu~red whether any investigation had 
.en ordered about production of 2474 Nos. of overall combination of 
).ti. colour against an order for khaki overalls for which khaki cloth 
ad been drawn. The Department have stated that no separate in- 

~estigation was ordered as the Board of Inquiry already convened 
had examined this issue and dld not consider 2474 overall combina- 
tion in O.G. colour tendered for inspection against order for khaki 
overalls as deficiency as there was only one combined extract for 
both khaki and O.G. shadcs and the InspectorjIndentor was accept- 
ing the garments in either shade. 
t --- 

1.288. To a question if the findings of the C.B.I. in this case had 
been received, the Department have replied that further information 
on some points is awaited from the DGOF and an answer will allow 
soon. 

1.289. The Cormnittee note that the C.B.I. are investigating into 
the various lapses that occurred in an ordnance clothing factory where 
a special stock taking ordered by the DGOF in September, 1968 re- 
vealed a shortage of Rs. 2.62 lakhs worth of clothing materiPL The 
Committee trust that speedy action will be taken in the light of tbs 
findings of the C.B.I. to fix responsibility for the lapses noticed. The 



procedures should also be suitably tightened up with a view to ensur- 
ing strict control on stocks and periodical stock taking and reporting 
ef the stock position to higher officers. 

(b) Canvas deficiency 

1.290. The Committee enquired about the system of stock verifica- 
tion in the ordnance factories. The Department have in a note ex- 
plained that stock verification is conducted by the stock staff posted 
in  the factories as distinct from factory stores staff. They work dir- 
ectly under the control and supervision of the DGOF Headquarters. 
Periodical reports of prcgress of verification are sent by the Senior 
Stock Verifier to the DGOF Ilcadquarters. 

1.291. The Committee cnquircd on \\hat back the second Board 
came to the conclusion that the shortage was due to issue of materials 
without proper documentation. The Department of Defence Produc- 
tion have stated that "the Board examined all the documents (Ma- 
terial Inward Slips) on which supplies of the item in question were 
brought on charge for the period January, 1962 to 25th March, 1967 
(the date on which the deficiency was found lq- the stock verifier). 
The Board also scrutinised all registers maintained regarding receipt 
of consignments inside the factory. The entries made in  the afore- 
said registers as well as the relevant documents showed that the 
consignments against the material inward slips had been correctly 
received in the factory. 

"The Board called for all records/documcnts on which issues 
were made by the Stores Section and draxvals made by 
the Demanding Section from the Stores Section. The 
Board also scrutinised the posting5 of Demand Notcs in the 
Bin Cards and 18 Material Warrants received from 11.0. 
and found discrepancies on the Warrants The Board also 
observed that there was an appreciable variation between 
the quantity shown as ha\,inq been drawn on the shop 
copy of the Warrant and that shown as i sxed  by the Go- 
down Keeper and posted in the Bin Card against Dema~ld 
Notes. 

"The Board inferred that the Godown Keener muqt have issued 
the m2terial from wme of the con+enmrntli awaitine in- 
s~r?rtion and awaitine taking on r h q r ~ e  The Board also 
inferred that some ronfuliion nrevsiled in the Camenters 
Sectinn. under which thev nlm-ed the demands and drew 
the materials over and above the authorired quantity. 

"The B o ? d  therefore. came tc, the rorlcl~~aion that lack of pro- 
per documentation was likely to have ceused the discre- 
pancy." 



1.292. The Committee enquired about the remedial measures taken 
to avoid recurrence of such cases in future. The Department have 
stated that the iollowing remedial measures were recommended for 
adoption: 

"(i) Provision of covered Stores accommodation for the Receipt 
Bond Section to accommodate inward consignments await- 
ing inspection to ensure avoidance of their getting mixed 
up with the stock held on charge or lying scattered a t  
various points. 

(ii) Provision of adequate storage accommodation for each 
Godown Keepcr to hold independent charge of the Godown 
under his charge. 

(iii) Maintenance of Receipt and Issue Rooks in respect of 
Textiles items like canvas ctc. for recording the bale 
bumbers and the quantity contained in each bale while 
receiving and issuing the material. 

( iv)  Maintenance ol a Register t,, record details of any mate- 
rial that may be issued in anticipation of Demand Notes 
due to extreme urgency and its weekly submission to the 
GM through the  Stores Officer, if the transactions are not 
rcgulariscd promptly by the demanding sections. 

(v )  Maintenance of a Register in each section for recording the 
details of materials d ra~vn  against Demand Notes." 

1.293 In regard to ( I )  and (ii) ahovc. the Department have stated 
that adcquate accommodation will be available after the shifting of 
the Truck Division to the new vehlclc factory. The rest of the mea- 
sures have been implcmenteti. 

1.294. The Comrn~ttee enquired whether the matter was brought 
to the rtotice nf the  Drpartment of Delence Production and whether 
they were satisfied about the adequacy and manner in which en- 
quiries \yere being conducted In this case. The Department of De- 
fence Production have stated that "Normally, investigations into the 
discrep: tcies detected in strck are made at  the level of the GM/ 
DGOF . i~less sperial rirwrn~tarlces call for a reference to the Nin- 
istry. Ib)wever, this particular case was brought to the notice of the 
Ministr, )articularly because i t  happened to be the subject of a Draft 
Audit P 1 -a. 

@ 
"As regards the adequacy and manner in which the enqu'ries 

have been conducted, i t  may be stated that the earlier 
Board of Inquiry appointed in November, 1966 was for the 
purpose of general investigat'on aqd reporting upon the . 
discrepancies revealed in stock. It was found necessary 



to conduct a more detailed enquiry into the various aspects 
of the discrepancy particularly with a view to ascertaining 
the individual/individuals responsible for lapses/irregu- 
larity, if any, and to suggest remedial measures. I t  was 
also considered necessary to include in the Board of In- 
quiry. a representative of the CDAJFys. Accordingly, 
DGOF appointed a fresh Board of Inquiry with an officer 
of the rank of Manager as President and a representative 
of the CDA/Fys as Member. The terms of reference of 
this Board of Inquiry were comprehensive and covered all 
the relevant aspects." 

"The fresh Board of Inquiry has since completed the investi- 
gations and their proceedings are under detailed examina- 
tion by the DGOF. This Ministry can take a view in the 
matter only after DGOF completes his examination of the 
proceedings of the Board of Inquiry." 

1.295. The Committee observe that after a deficiency of 29,928 
metres of canvas valued Rs. 1.88 lakhs came to light in an  Ordnance 
factory in August. 1966, three enquiries were held in the matter in 
September, 1966. November, 1966 and April, 1967. The Committee 
regret that the DGOF has even now not been able to finalise the case 
after a lapse of three years. The Committee note that the second 
Board of Inquiry came to the conclusion. after a scrutiny of all rele- 
 ant documents, that the shortages were due to issue of material with- 
out proper documentation. However, further investigations wwe 
considered necessary by the DGOF (December, 1968), with a view to 
ascertaining the individual(s) responsible for the lapses/irregularitj, 
if any and to suggest remedial measures. The Committee would like 
to be apprised of the action taken on the findings of the fresh Board 
of Inquiry. The Committee would also like to impress upon G o ~ e r n -  
ment the need to ensure that enquiries in cases of thi nature are 
conducted promptly and thoroughly. As time is of e..sence in such 
cases, it is imperative that the defaulting ofRcials a re  brought lo book 
with the least possible delay. 

(c)  Deficiencies in spares 

1.296. Thc Committee enquired a b u t  the final figurw of items 
found deficient and their value as per stock verification conductcd in 
February, 1966. The Ministry of Defence have stated that the num- 
ber of iteny; found deficient in the stock verification conducted in 
February, 1966 was 3225 and their value has been assessed at  11s. 23.34 
lakhs. 

1.297. The Committee enquired whether annual stock verification 
was carried out in the depot in 1987-68 and 1968-69 and if so, what 



surpluses/dqficiencies were noticed. The Ministry have stated that 
annual stock verification was carried out in the depot during 1967-68 
and 1968-69. The position was found to be as under:- 

No. of items Valuc Rs. Xo. of' ~r :ms V a l u ~  Hs. 

Dcficiencics 9 367.85 
-- . - --- - 

1.298. The Ministry have, in reply to a question, informed the 
Committee that the observations/rccommendations of the  court of 
Inquiry in this case were as follows.-- 

"Obse r~~u t i~ t l s  bg tile Court of Inquiry 

( i )  The Court noted that the prc.sent organisation of stores 
leads to I~et ter  control by the Srnior Enquiry OAicer. The 
Sub-stores have been closed and most of the equipment 
have moved into the main equipment section. 

(ii) The Court has noted that efforts have been made in bin- 
ning and relocating the stores as per instructions of Head- 
quarters Maintenance Command Organisation. Substained 
efforts are necessarv to achieve the desired standard. 

(i l i)  The C o u ~  t has  scrutln~sed the accounting records whereby 
disc~cpancics In fixed stock taking and annual stock-tak- 
ing ot 1'36li-C'i In respect of ltems have been reconciled. 
From t h e  sample checks, re-conciliat~ons conducted bv in- 
vestigat~ng ofiiccrs appear to be quite in order. 

Recommeildut~o~is of the Court of Inquiry 

(i) Adequate storage facilities and manpower be provided to  
the Unit on priority. 

(ii) A system be adopted to make the stock holder fullv ac- 
countable for their stocks. 

(iii) Reconciliation of the stock-taking discrepancies now in 
progress be brought to a finality expeditiously. 

(iv) The range of equipment held in the Unit be reduced to the 
extent of the  annual task requirements." 

The Ministry have started that remedial measures have been taken 
in pursuance of the aforesaid observations/rccommendations of the 
Court 01 Tnquiry. 



1.299. The Committee regret to observe that due to commulative 
administrative lapses over a period of time, deficiencics/surpl~~ses in- 
volving several lakhs of rupees were noticed in February, 1966, in a 
number of items of spares stocked in an Air Force Repair Depot. 
The Court of Inquiry ordered to go intn the case found inter alia 
that 'supervision, command and control over stock holders were in- 
adequate' and the storage and accounti~lg of stores in the unit to be 
unsatisfactory. 

1.300. Since deficiencies over Rs. 23 lakhs could not have occurred 
suddenly in the course of one year it could be ronrludcd that the ear- 
lier annual stock takings which had brought c ut deficiencies of a few 
hundreds only n~ust  have been perfuncto~y. This i s  also borne out 
by the findings of the Court of Inquiry. In  view of this steps would 
have to be taken for ensuring proper stork taking in future. 

1.301. The Cornmittue ob>erve that rcmctiinl measures have since 
been taken in pursuance of the obscrvatio~~s/rcromr~~cr~clations of the 
Court of Inquiry. They hope that proper wiatch would he krpt on 
the working of the Depot in future so that such lapses do not recur. 

Audit Paragraph 

1.302. In an Inspectorate Rs. 21.099 ware cmbezzlcd during Scp- 
tember, 1963 to November, 1964-Rs. 17.232 from public funds and 
Rs. 3,877 from regimental and other private filnds-mainly by non- 
accounting and late posting of cash receipts and by makin:; incorrect, 
or fictitious payment entries in  the cash book. The embezzle~nent 
came to light as a result of an anonymous complaint rcceived by the 
Inspectorate in October, 1964 and a suhsequcnt internal checl: of the 
accounts carried out in November. 1964. 

1.303. An administrative officer and the cashier allcged to be res- 
ponsible for the embezzlement are suspended on 30th November, 
1964. Both of them volunteered in December, 1964 to recoup, on a 
month's notice, the cash deficiencies. No recoupment \47as, however, 
made and no departmental action was also inst~tutcd against them 
and in June, 1965 the case was handed over to the Central Bureau 
of Investigation. The cashier was later allowed to retire on 31st 
May, 1966, while the administrative officer died on 31st December, 
1967. The subsistence allowance paid to them till then was 
Rsr 21,700. * A .  

1.304. The Ministry have intimated (January, 1969) that on the 
basis of Snecial Police Establishment's report and the advice given 
by the Central Vigilance Commission departmental proceedings 
Rove been initiated against the retired cashier on two charges (two 



other charges becoming time-barred by then) and that pension has 
not been sanctioned to him so far. Family pension has, however, 
been sanctioned to the family of the admistrative offlcer. 

[Paragraph No. 29, Audit Report (Defence Services), 19691. 
1.305. Explaining; that there was no avoidable delay in handing 

over the case to the Central Bureau of Investigation, the Ministry 
of Defence have stated in a note furnished to the Committee that 
the Life Insurance Corporation informed Chief Inspectorate of 
General Stores telephonically on 21-9-1%4 that LIC ~ r e m i a  in res- 
pect of their staff for the months of June, July and August were not 
deposited. On Investigation ~t was found that premia had not been 
deposited on due dates and that the same were deposited on 16th 
and 17th October, 1964. Meanwhile, an anonymous complaint was 
received in Directorate General Inspection (Headquarters) regard- 
lng misappropriation of money and non-payment of prernia. This 
was forwarded to C1lic.f Inspertor, CIGS, Kanpur on 24-10-1964 for 
report. The Chief Inspector having detected the non-payment of 
LIC premia and also havlng recialved the anonymous complaint from 
the L)GI Headquarters requested the Local Audit Offker to carry 
out 100 per cent check of accounts. The audit agreed to carry out 
the check of accounts on receipt of permission from Controller of 
Defence Accounts on 8-11-1964 and actually the auditing of cash 
accounts was undertaken with effect from 3rd December, 1964. The 
audit had agreed to carry out cent per cent check for a period of 
one year and to extend thc scope of audit to three years dependent 
upon the result of audlt for one year. Meanwhile, the then Admin- 
istrative Officer and then then Cashier in CIGS Kanpur volunteered 
on 24-12-1964 jointly to compensate the financial deficiencies occurring 
in the account on a month's notlce. They were asked to do so by 5th 
July, 1965 without prejudice to legal or departmental action that 
might ultimately be decided upon. The individuals asked for exten- 
sion of time-llmit and were informed on 7-8-1965 to deposit the 
amount. No such money was deposited by the individuals who on 
receipt of instruct~ons that they should deposit the money without 
prejudice to legal or departmental action, asked for setting aside 
this clause. This could not be agreed to. The Central Vigilance 
Commission to whom the case had been referred for comments on 
12-1-1965 on conditional offer of delinquent officials to compensate 
the loss enquired on 15-2-1965 as to whether the case could be refer- 
red to SPE in the absence of audit report. In accordance with CVC 
directive, every case in which a gazetted officer was involved was 
required to be submitted to CVC for advice as to the manner in 
which it was to be dealt with. Although the Audit report was still 
awaited, Commission's advice was sought in January, 1W. CVC 
asked whether defalcations had been reported to local Police. It 
was explained to them that the audit report based on cent per cent 
check had not been received from Controller of Defence AccoullttZ, 



Central Command. In the absence of the audit report, lodging of 
formal report to the Local Police was considered not in order. More- 
over, lodging of report with the police would have resulted in 
impounding of all documents which were necessary for carrying out 
cent per cent check in progress to determine the actual loss. Mean- 
while, report for cent per cent audit of accounts for September, 1963 
to November, 1964 was received on 15-2-1965. The amount involved 
was intimated as Rs. 17.000:- and Rs. 600.65 in Public and Regi- 
mental Funds Accounts respectively. The case was taken up with 
Ministry of Defence on 12-3-1965 for handing over the case to 
Special Police Estahlishmcnt aftrr obtaining comments of Central 
Vigilance Commission. CVC recommended on 25th May, 1965 that 
the case should he handed over to SPE for investigation. On 11th 
June, 1965 a statement of case was sent to the Ministry of Defence 
to enable the SPE to register the case. The case was handed over 
to SPE who registered the case in July, 1965. 

1.306. The note has further pointed out that after registration of 
the case in July, 1965 SPE authorities asked on 31-1-1966 for monthly 
statement of accounts to determine the responsibility for mis-appro- 
priation. During preparation of these statements by the staff of 
CIGS Kanpur certain discrepancies which had escaped the notice of 
audit came to light. It was decided in a meeting held at Kanpur in 
March, 1966, at which SPE authorities and Local Audit Officer were 
present, to have the accounts recast and audited. Recast accounts 
were received in October, 19f~6. DGI Organisation asked the Min- 
istry of Defence to have the recast accounts audited. This was not 
agreed to and it mas decided that deficit worked out by the Admin- 
istration should be verified Controller of Defence Accounts. 
Central Command intimated in March, 1%7 that the deficit worked 
out by the Administration could not be verified as the reply to 
audit reports sent in February, 1966 and June 1966 had not been 
received. S.P.E were accordingly requested to proceed with investi- 
gation of case against delinquent officials-in the absence of verifi- 
cation of the deficiencies worked out by the Administration. The 
report of the SPE was received in December, 1967. I t  recommended 
departmental action against delinquent officials after obtaining advice 
from Central Vigilance Commission. 

1.307. As stated in the Audit paragraph, the Administrative 
Officer had expired by that time on 31st December, 1967. Depart- 
mental procwdings against the Cashier who had been allowed to 
retire on 31st Mav, 1966 were initiated in July, 1968. The charge 
sheet served on the Cashier contained the following two charges as 
the other two had become time-barred: 

"(i) He made alterations in figures and words of original 
entry in the Acquittance Book dated 21-9-1964 for payment 
of Rs. 15001- to Shri . .  . . . . . . . . . . . . . . to  falsely show that 
Rs. 25001- instead of Rs. 1500(- were paid to Shri . . . . . . 



and also he made a wrong entry in Cash Book dated 
21-9-1964 in this regard. 

(ii) He made ficticious entry in the Acquittance Book and 
Cash Book dated 12-9-1964 showing the payment of 
Rs. 5001- to Shri. . . . . . . . . . . . .  .while no money was paid 
to the said Shri..  . . . . . . . . .  .,on 12-9-1964 and thus caused 
pecuniary loss to the department to the tune of Rs. 5001-". 

1.308. The note further states that reply from the delinquent 
official to the show cause notice proposing withholing of his entire 
pension has been received and the matter has been referred to the 
Union Public Service Commission on 7-1-1970 for their advice. 

1.309. The Committee disapprove of the delay that took place in 
investigating this case. A complaint about misappropriation was 
received in October, 1964 and an audit of the accounts (by the Con- 
troller of Defence Accounts) was undertaken in December, 1364 
which was completed in February, 1965. The case was, thereafter, 
referred to the Special Police Establishment in July 1965 and it took 
over two years (i.e., till December, 1967) to complete the investiga- 
tion. In the meanwhile, one of the two officials involved in the mis- 
appropriation died and the other was allowed to retire. 

1.310. The Committee are surprised that for investigating a rela- 
tively petty case, it took the Defence Authorities and the Special 
Police Establishment over two years. 

1.311. It is evident that the case was dealt with at all levels in 
the most routine fashion. The Committee would like Government 
to evolve a procedure to ensure that investigations in cases of this 
type are completed within a prescribed period, say six months or 
so. Any delay would only make ascertainment of facts and estab- 
lishment of guilt difficult. 

1.312. The Committee note that Government have proceeded 
against the retired official for his involvement in this case. They 
would like the proceedings to be expeditiously finalised. 



11 
ARMY 

Excessive assessmeut cnd u ~ n e c c s s a ~ y  lwocurement of stores j~-om 
abroad 

Audit Paragraph 
2.1. Although an indigenous source had already been located and 

the Director General, Supplles and Disposals, had in June, 1965 also 
placed a contract for Rs. 6.27 lakhs on that source for 3,000 numbers 
of a spare part of a certain type cf vehicle with the Army, in 'iiecem- 
ber, 1965 Army Headquarters placed an indent on the Director 
General, India Supply Mission, London, for znter alla 2,062 numbers 
of that spare part to meet the life time requirement of the vehicles. 
Realising the error Army Headquarters requested the Director 
General, India Supply Mission, London, in January, 1966 to cancel the 
indent fcr the item; a formal amendment to the indent was also sent 
in March, 1966 deleting the item. The Supply Mission, however, 
failed to take note of the deletion of the item and in September, 1966 
concluded a contract for it at  a cost of Rs. 2.72 lakhs. 

2.2. The error in concluding the contract for the spare part was 
again pointed out by the Army Headquarters to the Director General, 
India Supply Mission, in January, 1967, but no action was apparently 
taken by him to cancel the contract. The spares ordered were re- 
ceived in a depot in India during October-November, 19GS and 
Rs. 0.51 lakh were incurred on packing and freight. 

2.3. In the absence of actual wastage data, the requirement of 
this spare part had been originally assessed according to certain 
maintenance scales laid down by the Director, Electrical and Mecha- 
nical Engineer Corps. A subsequent re-assessment in September, 
1967 on the basis of actual wastage experience disclosed that the 
whole lot of the spares procured from abroad and also the bulk 
(2.603 numbers) of that procured indigenously would be surplus to 
actual requirements for the next 8 years. The approximate cost of 
the surplus is over Rs. 8 lakhs. 

The Ministry stated in November, 1968 that efforts are being 
made for alternate use of the surplus spares. 

[Paragraph No. 12-Audit Report (Defence Services), 1969.1. 

2.4. In a written note dated the 26th February, 1970 the Ministry 
of Defence have stated that the tanks for which these spares were 
procured had been in service since October, 1957. Dry type Air 



Cleaner fitted on those tanks were found to be ineffective and re- 
sulted in premature failure of a number cf the engines. In 1959, 
the development of a new type of Air Cleaner was reported I r o ~ n  
France. A sample of the Air Cleaner was obtancc: and ~ l f t ~ l  u e t ~ l i -  
ed trials, it was decided to use it on the engines. Thzi i te rn  !ndrllted 
for  was a Filter Element, a component of the Air Cleaner used on 
the tanks. 

2.5. I t  has been further stated that the indeut fo; 2,062 numbers 
of the element was forwarded on the 29th December, 1955 to the 
D.G.I.S.M., London for "procurement act~on". In trlat indalt,  the 
delivery period prescribed was that 512 numbc.ri should be supplied 
by the 31st December, 1966 and 1550 numbers shculd be supplied by 
the 31s; December, 1967. 

2.6. The order placed by DGS&D on 9th JLI : ;~ . ,  1965 on a n  Indian 
Firm was in the nature of a "developm~.nt older'' as tha t  firm had 
offered to develop that particular elem-nt. Bat eiren as late as 
October, 1965, the firm had not been able t:) cit;.clop ti-):, :tern fully 
according to the spccifications and as such i n  Yov t rn t~n r .  1965, th-? 
Defence Technical Authrrities at Ahmednagar i:~dicatrcl that devia- 
tion with a reduced filtering efficiency of 97.6 p:r c ~ t  was given x 
a special case for the first lot of 500 elements or11y to meet t h e  urgent 
requirements. These 500 numbers with deviation were delivered on 
28th January, 1966. Against the background of the indigenous 
development of the element indicated in the preceding para, the all 
time buy review of spares was carried out by the concerned vehicle 
Depot and the indents prepared. The fact that there was an indent 
for a similar item on the DGS&D for procurement action was known. 
Since the firm had not succeeded in producing a correct sample of 
the Element, i t  was considered prudent to import the item, parti- 
cularly as it was a vital one and its non-availability would have re- 
sulted in failure of the engines of the tanks which had been 
experienced in the past. No risk could have been taken for r-uch an 
equipment of operational importance as tanks by relying solely on 
the likely indigenous source. Information was, however, received 
from the firm in January, 1966 that a special Alter paper required 
for manufacture of the air cleaner element was arriving ex-import 
which would facilitate completion of the order for Filter Element. 
Information was also received that Central Mechanical Engineering 
Institute, Durgapur had completed their test on the comparative per- 
formance of the Filter Element ex-import and the Fritz's element, 
and the indications were in the direction of the Arm having success- 
fully produced a correct sample. Action was, therefore. taken on 
28th January, 1966 to float cancellation from the indent ex-import 
without delay. 

2.7. During evidence, the representative of the Ministry cf 
Defence stated that "since we were conscious that i t  will be possible 
to get a sample in India to hundred per cent satisfaction, we only 
864 (AU) -7. 



made what is known as a tender enquiry. We did not authorise the 
D.G., I.S.M. to place an indent as such but to maintain a tender 
enquiry." 

2.8. When asked why D.G., l.S.M. did not tr!lrc note of the cancel- 
lation advised by Army Headquarters in January. 1965. t h ~  repre- 
sentative of the Ministry of Uc:'c,nct, s!aled thiit their csp1au;ktion 
was that during late 1966 and earjy 19ii7, hur~dr~cds of items of spares 
were being indented for and cancelled. The oficer concerned had 
his hands full negotiating various cancellatio~ls of ihc items al i .c~dy 
contracted with the supp1ic.r~ a!id hc, was s~~cccssf'ul in swuring 
cancellations worth .E ]9,l)00, without any financial repercussi(,ns. 
The onlission of this item was not noticed by him. The officer deal- 
ing with this has since lesigneL!. As t h e  staff was undrl- fircat 
pressurc ir: sifting, collating ordcrs and ~~mc'nding rind canc:,l!ing 
hundreds of jtems of spares at t,hat time, it is regrcttcd that. in spitc 
of the bes! efforts, it dces not seem to retrieve the loss incurred. 

2.9. Whrn the Committee enquired whether thn l~.t!cr :;!'i~t by 
Army Headquarter; for cancelling the indent was rui::plnctd by f.liit 
D.G., I.S.M., the representative of thc Deparin~t~r~t  of Slip!)!;., r;t:ifetl 
that "this is a most unfortun;te episode. The, f:arf I:. t 1 r L l t  on t b  first 
letter and then on the formal cnncellation t h a t  i ' i . l m i ~ d .  cc~tnt.how, 
no action was taken hy the J.S.M. Thr explanation $vcn i s  that  
between June, 1965 and July, 1967 indents for S,ciB! nrticlc:: of ?p:lrc,s 
alone were received in the Mission out of which nvc3r 3.000 items 
were subsequent:!- r.ancelled, reduced or incrcasod. Fnrh amend- 
ment of that indent gave rise to a lot of correspcindcncc between the  
supplier, the indentor and the Supplv Mission." 

2.10. When the Committee enquired whether such a large num!~clr 
c:f cancellatj~ns of orders did not indicate a basic flaw ill cstinl:iting 
the requirements, the representative of the Ministry of Defcncc x-  
plained that "In the case of specific item we made a tender enqd1r.y 
just to safeguard. For the rest we were able to establish indigenisa- 
tion subsequently. As a result of those cancellations, I think, we did 
save a lot of foreign exchange." 

2.11. When asked whether indigenisation could not be achieved 
before pladng the orders, the witness stated that "indigenisation is 
a continuous process. The Director General, Technical Develop- 
ment and other technical authorities keep trying to locate local 
sources and giving trial and pilot orders. But in the case of defence 
equipment i t  would be very risky to suspend action for procurement 
from abroad without being absolutely sure that a satisfactory local 
alternative was available. Since even the processing of indents takes 
time, we have to have the document work started; otherwise, we 
would lose that much time." 



2.12. When the Committee enquired as to why the assessment of 
requirement was made on the basis of the scales laid down by E.M.E. 
without collecting actual wastage data for that item, the witness 
explained that "this particular item is one element in the filter for 
ta,nks. The original filter which we had and which was used for 
some time had not satisfied the purpose for which it was meant. 
There were failures, so, we were trying t,o Ir cat<: an alternative. One 
alternative was fuund in Franrc arid some yuantitips of these were 
flown out. I think, it was i nduc t~d  far  actual use in small quantities 
in 1963. Then all-time review was made in 1964. At that time we 
i d t  that just one year's wastage based on the experience of only a 
few machines was not adequate; so, they had to go on the 1)EME's 
reci:mmendations for the w;ilcs of' prcvlsiwting. Also, this is a 
critical ,item. In the 1962 confl~ct in Ladakh thew filters had to he 
changed every 25 hours. This was thc ixpcriencc and sjncc it is a 
very vital equipment in any such conflict. the EME probably took 
ali th i s  into account when t h y  made thtl new scales. 

2.13. Explaining the basis on which the requirements were 
as:;esse;i, the represent:rtive of the Army Headquarters -tated that 
"the hasis on  which this ~!ri*\:isir,n \\.as 1nn~1.c wz; t he  Initial Stocking 
Guide (1%). This docurnmt. is prepared by u s  to enable initial 
p~.hvisinning of :part-s. Whtln an i!!>m is first introrl~~cccl  in service, 
w e  \~;izne no '  experiuvcc rcgnrtiinc: it5 1~el lc1~i:~ur  3 r d  performance; 
'therrfore; th is  document is purtly a t .~r !~!~jca l  assrssment based on 
the.  eqeri&x ,wit! similar items, expctcd  wastage, degrt,e of 
vitali'tv,-whether t h e  itrm is very important for opcraticnal require- 
ments 2nd other considrrativns. The  TSG, the initial ytocking guide 
normnl1$ remain's opcrativc for 3 period of four p a r s  till wastage 
experience is built up. Subsequently, provisioning is danc on the 
basis' r.f actual consumption. It is quite natural, therefore. that 
while preparing the initial stocking guide for these particular air 
cleaners, there was a tendoncq- to make sure that the air cleaner 
element 'which is an expendomle store is adequately scaled since the 
non-availability of it will seriously affect the operation of the  tank 
which, you know, is a very important equipment in operation. We 
also take into consideration the fact that if there is any under or 
over provisioning based on the ISG it automatically get adjusted 
during subsequent provisioning which is done on actual wastage 
rate." 

2.14. When asked whether the re-assessment in  September, 1967, 
on the basis of actual wastage data had disclosed that the quantities 
purchased and imported would be surplus to requirements for t he  
next 8 years, the witness stated that "the elements were received 
in September, 1967. Wastage experience of ours is therefore very 
limited. For subsequent years wastage will be  much more than 
what is reflected in the past 2 years." 



2.15. Tne Co~nnuttce asked ior data about the ~ ~ u r n b e r  of con- 
tracts placcd Ly I.S.M. w t h  Yanous suppl~cr:, bctucc'n 1967 a i d  l9G8 
tor supply of spares for the ta~!hs the numlm of l t c ~ ~ s  jw l l l~  valui') 
in respect of which canct.llatlons were sought by the Army Head- 
quarters subsequent to the placement of ~ r d e r s  and the number of 
items (wlth value) in respect of which cancellation could not be 
effected and the number of cancelled items which were subsequent- 
ly procured from indigenous sources. Information on the foregoing 
pomts is awaited. 

2.16. On the questicn of disciplinary action, the C'onlmittre were 
informed that the Exccuti\~e Oficer in the India Supply Mission, 
London who was directly concerned with the matter had Esigned 
in September, 1967. Effc~rts were made to find out if anybody else 
was responsible. 'I'h conclusio~l of not one but two successive 
Directcrs Gencral was t1i;:t it was a n  ~u?fortunatr mistake and it had 
occurred bccause of the pressure of work. 

2.17. The Committee \Irere alscl ~ n f t ~ r m e d  that India Supply Mission 
d ~ d  make efforts w ~ t h  t!le F ~ e n c h  -2rmy whether they would take 
those items and use them but  unfortunately they did not succeed. 

2.18. The Committee note that orders were   laced by the India 
Supply Mission between 1965 and 1967 for about 8,660 items of 
spares for the vehicles, on the basis of indents received from A m y  
Headquarters. However, the Army Headquarters subsequently 
sought cancellation or variation of as many as 3,000 of the items in- 
dented for. Though the India Supply Mission would appear to have 
been successful in a few cases in cancelling the orders placed, a com- 
plete picture is not available, as the Ministry of Defence have not 
been able to indicate how many items of spares were indented for, 
how many were sought to be deleted from the contracts and how 
many were actually deleted. Data on these points should be collect- 
ed and the circumstances which led to such large scale cancellations 
variations examined, with a view to ascertaining whether the provi- 
sioning was excessive and failed to take note of the fact that indige- 
nous production of some of the items had been established. The 
Committee would also like to be informed about the position of utili- 
sation of spares in respect of which efforts to cancel supplies were 
not successful. 

Overprovisioning of rubber boots 
Audit Paragraph 

2.19. A review of rubber boots in stock on 1st April, 1968, after 
taking into account the requirements for the next 33 ~ ~ ~ o n t h s  (upto 
December 1970), disclosed that 30,440 pairs (including 20,240 pairs 
ordered in 1966 and 1967) of boots wwth Rs. 5.14 lakhs were sur- 
plus. The shelf life of these boots in ideal storage renditions is . only three to four years. Efforts are now (December, 1968) being - 



made to cancel the supply of outstanding order for 2,408 pairs of 
boots valued at Rs. 0.50 lakhs. The large procurement of the boots 
which have a ,  short life was partly due to.,not taking i+ account 
certain stocks a t  the time of assessing the requirements in 1967. 

2.20. The Ministry have stated (February, 1969) that out of the 
surplus 14,312 pairs (valued at Rs. 2.14 lakhs) are either earmark- 
ed or issued against Arm demands from the Director General Ordn- 
ance Factories, Central Reserve Police etc. and that i t  is expected 
that the boots would be utilised within their shelf life. 

[Paragraph No. 17-Audit Report (Defence Services), 1969.1 

2.21. Regarding the efforts made in December, 1968 for cancella- 
tion of the outstanding order for 2,.i08 pail-s of boots vaiued a t  
Rs. 0.50 lakh, the Ministry of Defence h a w  apprised me  Commit- 
tee of the following position:- 

"An A/T dated 21st December, 1967 was concluded by the 
DGS&D for the supply of 5,370 p a r s  of Boots Rubber 
Knee. According to the A/T, the delivery had to be 
made between 1st February, 1968 and 31st August, 1968 
in equal monthly instalments." 

"On the basis of the review carried out as on 1st April, 1968, 
4,610 pairs of Boots Rubber Knee of sizes 6 and 7 were 
revealed surplus to requirements. Accardingly, in their 
letter dated 19th July, 1968, Army Headquarters request- 
ed the DGS&D to cancel this quantity viz. 4610 pairs 
from the contract dated 21st December, 1967 without 
financial repercussions. The question of cancellation of 
the said quantity was taken up  by the X S & D  with the  
firm on 31st July, 1968 even within the validity period of 
the contract. The firm was asked by the DGS&D whether 
they were agreeable to the cancellation of 4,610 pairs 
of Boots Rubber Knee without financial repercussions. 
The firm did not agree to the cancellation of any quan- 
tity. The DGS8rD accordingly advise:\ the Defence Ins- 
pection authorities at Calcutta on 21st August. 1968 
not to acccpt any stures after the expiry of the delivery 
period in the contract t:lz.. 31st August, 1968 and Lo 
give the latest supply position of the contract. The final 
inspection position of the stores against the said contract 
was intimated by the Defence Insptx$m ci~thorilies to 
the DGS&D on 19th December, 1963. :liccardingly the 
DGS&D referred the qi~esticn of 1.he cancellntion of the 
outstanding quantities to the Ministry of Law on 10th 



January, 1969 for advice as to whether the balance quan- 
tity could be cancelled at the flrrn's risk and cost. The 
Ministry of Law advised the DGS&D as under:- 

'Stores were put up for inspection within Date af Perform- 
ance. Inspected and released with franking clause. 
The stores have been accepted by the consignee. Under 
these circumstances the contract is deemed to have been 
kept alive. Notice of performance is therefore neces- 
sary .' 

! "In accordance with the above legal advice the DGS&D vide 
their letter dated 23rd January, 1969 issued an extension- 
cum-notice to the firm to supply the outstanding quantity, 
of the stores against the contract by 10th March, 1969. 
The firm were informed that in the event of their failure 
to supply the outstanding quantity by 10th March, 1969, 
the contract would be cancelled at their risk and expense 
without further notice to them in this behalf." 

"As the firm failed to complete the supplies by the stipulated 
date viz. 10th March, 1969, the outstanding quantities viz. 
2.408 pairs as on 10th March, 1969 were cancelled at the 
firm's risk and cost by the DGSbD vide their amendment 
letter dated 26th April. 1969." 

2.22. In their note the Ministry of Defence have stated that out 
of the anticipated surplus of 30,440 pairs as mentioned in the audit 
paragraph, 17,748 pairs had been issued upto 9th February, 1970 as 
under: 

Director General Ordnance Factories-331 1. 
Air Headquarters-3320. 
Border Security Force-5380. 
Central Reserve Police--4292. 
Navy-Y345. 
Director General E ~ r d e r  Roads--400. 

The note furthcr s t ,~ted that "a5 a result of the rc,vlcw carrlcd 
out of Boots Rubber Knt~r) a4 on 1st Apr~l ,  1969, n o  s u r p l ~ ~ s  itr;)\ I ( . -  

vealed but on the other hand there was a deficit of 3,311 Imp, No 
indent for t h ~ s  qumtl ty  was prolccled o n  thtl DGSGD for procure- 
ment action " 

2.24. The Committee are at a lobs to comprehend how, when a 
review carried out in April, 1968 disclosed that there would be a 
surplus of 30,440 pairs of rubber boots, after providing for 33 months' 



~ l t b u r o r r ) s a r t r t d t h t t b w i w d n r t b e a m -  
plm but a dsgcft. Tb het tbat the Army aadqFI.rfbrr .tbmgbwl 
to d, but wrruccedully, pending orders for kotr dii miso 
indicate that there had bcsn over-prodoning of thb item, Tbe 
Committee would like the matter to be investigated furtbar. Tbs 
Committee aleo hope that the existing stocks of boots will be con- 
sumed before their shelf-life is over and fresh orders will be piaced 
for the procurement of rubber boots only after rrseert.ining the re- 
quirements correctly. 

Delay in repair of tractors 
Audit Paragraph 

2.25. Mention was made in paragraph 57 of Audit Repart 1960 
about manufacture of certain types of tractors in Ordnance factories 
in collaboration with a foreign firm. Their performance was com- 
mented upon by the Public Accounts Committee in paragraph 6 of 
their 11th Report (Part I) (1962-63). These tractors are now being 
manufactured in a public sector undertaking under the Ministry of 
Defence. 

2.26. On 1st July, 1968, 102 of the tractors costing Rs. 69 lakhs a p  
proximately were awaiting repairs in a store depot for periods up  to 
5 years. The number of hours to which the tractors had been put 
to use before they were sent to the depot for repairs are shown be- 
low: - 

I'crickl for which tractors Numher and the period of utilisation of the tractors 
svcre awaitmg repairs 

roo rot-250 251-503 501-1000 1001- Over To*aI 
hours hours hours hours 2 500 
o r  less 'h% hours 

:) :!i The delay i n  rc.pnirs to thr  t rn r tn~s has been attributed by 
thv hl n ~ s t r y  to nom-av.iilai~iI~t) of thc rcqu~red spares for which 
indents had been placed from March 1961 onwards. 

Information about the tractors i n  o thr r  depots is awaited (Yanu- 
my 19613). 

[Paragraph No. 18. Audit Rcpwt (Defence Services, 1969)J 



, 2.28.h a .note furnished .to, the Committee, the position of K-t- 
su tractors which were awaiting repairs on 15th February, 1970 ha6 
been indicated as under: 

Period for which tractors are awaiting repairs (Makes : DI2o-4. nI20-6, DSo-5, Numher 
DSO-6, D~o-8, D~o-5) 

Between I and 2 years . . . . . . . .  32 

. . . . . . .  B-tween 2 and 3 years . . 33 

Betwe:n 3 and j \'cars . . . . . . . .  2R 

. . . .  T o t a l .  140 

It has also been mentioned that the total holding of Komatsu 
tractors was 496 and that the number awaiting repairs would work 
out to 28 per cent of the holding. 

2.29. During evidence the Committee enquired which Public Sec- 
tor Undertaking was manufacturing these tractors and what was 
their pmgramme of manufacture. The representative of the Depart- 
ment of Defence Production stated that these tractors were supplied 
by the Director General Ordnance Factories who had originally taken 
up the line of production. Subsequently their manufacture was 
transferred to Bharat Earth Movers Ltd. At present Bharat Eartb 
Movers Ltd. (BEML) was looking after the manufacture of these 
tractors. BEML had collaboration with Komatsu Manufacturing 
Company of Japan for the manufacture of three types of tractors, 
namely, D 120 which is the heaviest model; D 80 which is medium 
sized and D 50 which is the smallest model. 

2.30. Regard~ng the programme of manufacture, the representa- 
tive of the Department of Defence Production stated that "the pro- 
gramme of BEML for manufacture of these tractors comprises main- 
ly of D 80-8 nhlch 1.; now bemg followed up by 11 80-12 The spare 
parts of D 813 8 have heen indented and a large pc~rtion of the im- 
ported spdrcs have a l r c~dv  hwn supplied to thc Engineer-in-Chief. 
The ultimate standardisallon In BEML will he on the D 80-12 tractor 
which will be manufactured whcrlly ~ndigenously, except for certain 
items which cannot be economically manufactured in India, for  
which we have to depend on imparts from outside, but not necessari- 
ly  Japan." 



2.31. In  reply to r question as to how the performance of t h b  
tractors in the Defehce Department cornpar,& with other makes o f  
tractors, the representative of the Minktry of Defence stated: "There 
are quite a bit of teething troubles a t  present and we m y  say in t h e  
recent past the performance of these tractors has not been satis- 
factory. Of course, there are problems but we have not on t h e  
Army side at least discovered a t  present any grave manufacturing 
defects. The defects which we have found in their performance a re  
largely due to the non-availability of spares to keep the tractor re- 
paired in the field by means of maintenance and also for overhaul 
without their being sent back." 

2.32. When asked as to how the performance of these tractors 
cornpared with the performance of other makes of tractors, the re 
presentative of the Ministry of Defence stated: "I have got some 
figures of the performance of the Komatsu type with the others. In 
the Army our total holding of tractors are 1364. Against this 322 
tractors are off the road for over-haul. If we take the break-up of 
thcse figures out of 1364, 496 are Komatsu tractors and the rest 868 
are other makes. The other makes also are, if  I may say so, of older 
vintage but if you compare the percentages of tractors which a r e  
off the road for over-haul we find that 20 per cent of the tractors other 
than Komatsu are awaiting over-haul but in the case of Kamatsu 3 0  
per cent are waiting over-haul. That shows the proportionate sick 
rate of the Komatsu is higher. In this we have to make allowance 
for the fact that the tractors other than K.~matsu are  of much older 
vintage. This is comparative position of performance." 

2.33. When asked whether the Komatsu tractors could work single 
shift or double shift, i t  was explained by the representative of the 
Ministry of Defence that "As far as work in the field is concerned, 
I would say that the performance of Komatsu and the other tractors 
is comparable. I t  is about the same. Both are capable of working 
double shift. It depends upon the requirement of the task." In reply 
to a specific question whether the defect in the tractors was on a c  
count of the material used, the representative of the Ministry of De 
fence stated that "in the Army we have not come across any specific 
defect due to material." 

2.34. Asked whether the tractors had any guarantee period, t h e  
witness explained that "with hlessrs Komatsu, we had no guarantee. 
But with the DGOF who is manufacturing in India, we did have a 
6-month period of ivarrnnty. Unfortunntcly, that period does not go 
on the numher of hour., bu! on the number of months i.e. 6 months. 
No tractor really failed in that period so that we could claim." Ex- 
plaining the point further, the witness observed that "the manufac- 
turer will awn his liability only if we can prove that it is due to 



aulty manuracture. My office m d  the  Engineer-in-Chief have not 
been able to prove that it ie because of manufacturing defects that 
the tractors have failed." 

2.35. In a note furnished by the Ministry of Defence i t  has been 
stated that  84 indents in respect of 21,950 items of spare parts were 
placed on DGOF during the period 1961 to 1965. The supply position 
i n  regard to those spares was indicated as under: 

Position at the end oj year Percentage supply of 
Total items 

2.36. The note has further stated that 3 indents in respect of 779 
items were cross mandated by DGOF on BEML and 16 new indents 
were placed on BEML during March, 1966 to June, 1969 in respect 
of 6801 items. The supply position of spares for the indents placed 
during 1966 to 1968 and during 1969 was indicated as under: 

(a) For indents placed during 1966 to 1968 
Upto December, 1968-35 per cent of items. 
Upto December, 1969-78 per cent of items 

(b) For indents placed during 1969 
Upto December. 1963-4 per cent of items. 

2.37. The note further stated that practically the entire supply by 
Bharat Earth Movers Ltd. against. the indents p!acel by the Army 
so far was covered by import. Out of the total estimatcd value of 
about Rs. 115.57 lakhs in respect of the indents for tractor spares, 
other thiin a few uapriccd ones, placed by the Army on HEML,, trle 

value of irnj)c;rted spares was c-stimated to be about Rs. 114 lakils. 
This was becaux (a)  most of the Army's indcnts for tractor sparcts 
placed on EEML so fa r  were in respect of spares for other models 
not currently i ~ ~ c l u d e d  i n  EEML's line of production; and (b) t.he 
*equircmenl.s wcre urgcn!. 

2.38. During evidmcc the representative of the Ministry of De- 
fence :;tatcd that supplic:~ against these indcnts had been rather slc~w 
and hblting and not over the full range. Some critical items had 
not been supplied e.g., pistons, p:sto,ti rings, oil rings, valves, mains 



bearIng6 valve mechanism, revolving mechanism, burfiings, colEatr, 
oil aerls, fuel injection equipment, track rollers, fuel equipment &c. 
with the result that tractors could not be repaired. 

2.39. In reply to a question why spares for the tractors were re- 
quired in such large quantities the representative of the Ministy of 
Defence explained that "in all machinery, whether i t  is tractors or 
whether i t  is ships or aeroplanes, the spares are divided into two 
categories. One is maintenance spares and the other is the long- 
term spares for over-haul of other such uses. Now, whenever a 
machine is baught, the standard practice today is that we get the 
maintenance spares along with the machine. That itself shows that 
you can have some add minor break-downs of machine even in its 
early life. . . .Nowadays, whenever we place indents for any e q u i p  
ment, we place indents for the maintenance spares along with it. 
That is based on the past experience. I t  is necessary to do so, and 
all the manufacturers even recommend that." 

2.40. In reply to another question whether no provision for main- 
tenance spares was made since March, 1961, the representative of 
the Ministry of Defence explained that "when these tractors were 
bought in 1959, I think, the provision of maintenance spares was 
not done consciously. . . . . .At that time for one or two reasons they 
felt that these tractors would be used only after the earlier ones had 
outlasted their lives. Also, they had difficulties about the resources 
and foreign exchange. So, they did not indent." 

2..41. The Committee enquired whether the D.G.O.F. had informed 
Government that this particular matter d so many tractors lying 
off the road had not been communicated to him. The representative 
of the Ministry of Defence stated that "to understand this whether 
we did or we did not, it needs to be explained that the DGOF is not 
responsible for servicing or maintaining these tractors. He has 
manufactured these tractors for sul)ply to the Army and possibly to 
the Border Roads Organisation and other departments and also to 
private indentors. So  far  as the Army is concerned, it has got a 
maintenance and repairs organisation of its own; all that i t  needs 
from the DGOF is the supply of spares. If those spares were forth- 
coming, there would be no need for us to have tractors off the road 
i n  such lnrge nun1t)c.r~ n t  l(l:~l-'t or of haL7ing tu  go to the DGOF. If 
the IXOE' has n t ~ t  g ~ t  thcb spares th rn  he is nc,t going to be in any 
hettcr pii l ioLl." !I? ~-t,;il, i.1 : . l~~,cif ic  c j ~ ~ c ~ i i o n  n-!>t,ther this parti- 
cular rn;;ttrr \vii.< !)I ( : l rc ! ! ;  : , I  LIIC, t l o i i~ : '  c ~ f  'L)GOF. the l ~ ' l t r ~ s P ~ l t a t i , ~ c  
of t.hc Ministry of Dcfcncc. :idlnittcd t h ~ t  it wt.ns not drjnc bccause the 
system did not require i t .  Espl.~;n'ng the  rystc?m that i v ~ s  Ilreva- 
lent, the rfqxcscntutive of the Ministry of Drfence stated that. "the 
DGOF has to be infnrmed I)\: the Army only about the supply of 
spares that arc reqirircd from him, and for those, indents are placed; 



w: 
when he  fails to supply those spares, then there are reminders, per- 
sonal visits and discussions etc. for arranging those supplies. Other- 
wise, the Army itself is self-contained for maintaining its own pod 
of tractors, which is a large one." 

2.42. The Committee were further told during evidence that  a 
group consisting of rqresentatives of DGOF: Master General Ord- 
nance and Director, EME had been constituted to sort out supplies 
of spares that had bren received by DGOF and had got accummulat- 
ea. The Committee enquired how this accummulation arose. In a 
note furnished to t.he Committee, the Ministry of Defence had stated 
that the decision to set up th;. Group was taken in January, 1970 t o  
assist the DGOF in sort:ng out the spares in stock with him. T h e  
Group was expected to complete the work by the middle of July, 
1970. Esplaining the necessity for constituting the Group. the Min- 
istry have statcd that ~vhile transfering the assets and liabilities of 
Tractor Project f rxn  DGOF t o  BEML it was decided that all tractor 
spares presently available with the DGOF as well as those on order 
from JAPAN against specific indents of the customers (whether civil 
or Army) will continue to be accounted for and issued by the DGOF 
until the stocks were liquidated. Despite the efforts made by the  
DGOF to, issue out the spares to various indentors immediately on  
receipt, the following factors contributed to accummulation of stocks 
and the need for sorting out:- 

(a) While placing the supply orders on MIS. Komatsu thc 
DGOF had consolidated the requirements of various in- 
dentors and for sustaining his own production pro- 
gramme which on receipt had to be sorted out and 
segregated. 

(b) Shipments from MIS. Komatsu contained certain excess 
supplies against supply orders d the DGOF and wrong 
supplies against Komatsu's invoices. 

(c) Cancellation of demands on the %OF by various indent- 
ors due to the delay in receipt of stores. 

(d) Shortage of floor space coupled with the non-availability 
of adequate technical staff in relation to the work-load the 
factory had to handle. I t  was further stated that the 
spares were received from time to time from 1963 till 
August 1969 in numerous shipments out  of which a num- 
ber of items got accummulated for one reason for the 
other. 

2.43. In reply to a question why there was so much dependence on 
import of spz.les the ril:wesent2tlrre of the Mln15trb cr! Ur I:TI~.( \!:ttcld 
that "when we d e c ~ d ~ d  to manufacture tractors In Inlll,., ~t was 
known that we will manufacture certain items and for certain other 
items we will have to depend on Japan. Obviously, we cannot 



manufacture 1UU per cent of the spares because of other difficuItics 
mtcrvening; not because some of us were slack. Neither could the 
manufacturers supply them because their models were c1:anging; 
they were not manufactur~ng spares alunc; even then they r~mlu- 
factured extra spares perhaps to cover odd cases like this. So, we 
have come up against all kinds of problems. But with the increasing 
indigenisation of the manufacture. I am sure these problems will 
be minimised." 

2.44. Explaining the position regarding indigenous manufacture 
of spare parts, the Department of Defence Production have stated 
in a written note that in the case of the three Crawler Tractor 
models currently included in MEML's production line, the Engine 
assembly of two models viz. D-80-A-12 and D-50-A-15 had already 
been indigenised and the engine assembly cf D-120-A-18 was also 
expected to be indigcnised in the course of about another year. 
This would ensure indigenous supply of all the Engine assembly 
parts for thcse models. Besides, the chassis and other components[ 
parts of thcse three models were also being prcgressively indigenis- 
ed. The note further stated that it was anticipated that by the end 
of 1971-72, BEML would be able to achieve 85 per cent indigenisa- 
tion in respect of all the three tractor models currently included in 
their production line and the need for import of spares for these 
models thereafter would arise only in respect of a few "proprietary" 
or "bought-out" parts of non-Komatsu origin. 

2.45. About t k  older models, it was stated that "the engine 
assembly of the D-80-8 has been indigenised. Besides, the Chassis 
and track-group, for which also a large number of spares are gene- 
rally required, have also been indigenised in the case of the D-80-8 
and D-120-6 models. In respect of Crawler Tractor models which 
are still older, these have now become obsolete. In view of this, and 
the limited requirements for spare parts for these models, it is not 
possible for BEML to undertake the production of spares for these 
models in its own factory on an economic basis and without detri- 
ment to indigenisation efforts for the current mcdels. However, 
to the extent possible, and depending on the requirements indicated 
by the customers, efforts are being made by the Company to locate 
indigenous sources for such spare part requirement also. For this 
purpose, in addition to establish a Research Development Depart- 
ment, BEML has also set up an Indigenisation Committee which 
will solely concentrate on this work." 

2.46. When asked whether such a large number of tractors going 
off the road did not affect the operational readiness of the Armed 
Forces, the representative of the Ministry of Defence explained 
that "apart from this pool of tractors with the Army proper, we 
have also got the pool of the Border Roads Organisation. They may 



be functioning in peace time in making roads, but in war time that 
work does grt suspended and that is available for the Army. That 
is the second cushion which is available to us." 

2.48 The Committee note that orrt of  Mi Konlatsu tracton held 
by the Army. 140 are awaiting repairs. 41 of these tractors have 
been off-road for n o r e  than four years. The Committee were told 
during evidence that maintcnanrc spare\ for thew tractors were not 
ordered from Japan in the beginnin:: Indents were placed from 1961 
but supplies started only in 1965, when just 44 per cent of the total 
items indented for were received. Even hy 1966 supplies had mnte- 
rialised to the extent of 55 per cent only The Commit te~ cannot 
visualiw how any machinery. especially one required for use in for- 
ward area and for rugged work could he ordered without ihc news- 
sary percentage of maintenance spares. The matter may he enquir- 
ed into and Committee informed. The Committee uwrrld also like 
instructions to br iswed for avoidance of such repetition 

2.49. The Committee can only drew one concl~rsinn that there rvdc 
neither adequate planning nor enough coordination between the 
Ministry of Defence and Director Gcneral Ordinance Factories in 
the matter of procurement of the spare parts from Japan. Right in 
the beginning when manufacture of Komatsu tractors was commenced 
in collaboration with the Japanese firm, some spare parts for each 
type of tractor should have been procured to meet emergent demands. 
This was necessary, particularly in respect of those critica I items 
which were not planned for manufaetare in India. 

2.50. The Committee observe that the models of the tractors had 
been rapidly changing in Japan and that had been giving rise to diffi- 
culties in the procurement of spares. To get over this difficulty, 
efforts should have been made to achieve rapid indigenisatien by 
import substitukion to the maximum extent possible. Bwt it wottld 
appear that enough efforts have not been made in this direction as 

. even 85 per cent indigenisation is still a target to be achieved. 



2.51. The Committee were told that the tractors did not suffm 
from any manufacuring defect and that the main reason for the trae- 
tors being off-road was that spares were not available. The Com- 
mittee would like this point to be further investigated as i t  has been 
reported to the Committee that Komatsu tractors supplied to the 
Vnndakaragana Project have some inherent manufacturing defects. 
A reference in this connection is invited to paragraph 1.71 of their 
118th Report (Fourth Lok Sahha). Moreover, the Committee find 
that a large number of spares received between 1963 and 1969 have 
accumulated with the DGOF. The accumulation has reached such 
proportions that it became necessary to constitute a Group to segre- 
gate and sort out the spares. I t  is amazing that while tractors re- 
mained groundrd with the Army for lack of spares in some cases 
u p t ~  five years. The G.G 0.F's. organisation should have been accum- 
mulating these spares without hothering to segregate them and to 
ascertain to what extent they \voulci meet the Arn~y's requirements. 
Thr Committee hope that the segregation will be expeditiously com- 
pleted and the spares speedily sent to the EME Workshops in need 
of them. 

2.52. The Committee note that ill respect of tho indents placed on 
REMI, during the years 1966 to 1968 only 78 per cent of the spares 
were supplied till the end of 1969. Against indents placed on BEML 
in 1969, only 4 per cent of the items had been supplied upto Decem- 
ber, 1969. The Committee would like measure5 to be taken to im- 
prove the supply position of spare parts. 

Delal~  i n  disposnl of certain eirtegorws of cehicles 
Audit paragraph 

2.53. A considerable number of cvrtain categories of vehicles 
(value Rs. 6 crora) reyu~ring major repairs have been ht-ld in 

various vehicle dc>pots for. over 16 years but they have neither been 
repaired nor disposed of. Bulk of those vehicles were declared 
obsclete only in J anua ry  1967-January 1968; their disposal after 
removal of security items is still to be effected (December 1968). 
An annual expenditure of about Rs. 2.00 lakhs was being incur- 
red on the maintenance of these vehicles. 

[Paragraph No. 14-Audit Report (Defence Services), 19 '3.3 
2.54. During evidence, giving the background of the case, the 

representative of the Ministry of Defence stated that "there a r e  
two types of vehicles--one is the tracked carrier and the other IS 
the armoured car (here too there are different types of arrnoured 
cars). In the case of tracked carriers, the position is that they 
were continued in service until 1965. Upto that time there was 
no question of giving them up. In 1965 the army Headquarters 
came to the view that these should be declared obsolute as they 



were no longer mcchnnicnlly rc!iablc." The total stock of Track- 
e d  Carriers and Armoured Cars ranged between 3824 to 3738 
during the gears 1951 to 1!lGS. The two t?.pcs of ~ ~ ~ . h i c l e s  were 
declared obsolete on 31.1 1968 and 1 l.l.l96$ respectively. 

2.55. The Committee have also been infcrmed in a note that  
i n  1952 a list of axmoured vehicles in u,se by the Army was pre- 
pared. In October, 1953 the question of disposal of various vehi- 
cles was reviewed and it was decided not to dispose of any of the 
Tracked Carriers and Armourc\d Cars then in service due to non- 
availability of ~ p l a c ~ ~ m e n t s .  I n  June, 1957, Army Headquarters 
circulated a list of vehiclcs to all concerned for scrutinyjrevisio~l 
with a view to ascertaining whether an)- of these could be declar- 
ed  obsolete and thus disposed of. In view of the then prevailing 
financial stringency and the limited foreign exchange resources 
avcilablc for the Dcfence Servjces, it was considered that the Def- 
ence Services would not be getting any new equipment from abroad. 
It was. therefore. decided that any defence equipment which was 
likely to be of any use even after 5 or 10 >.zars should not be dispos- 
ed of. Accordingly. in 1958, it was decided that the question of 

declaring those vehicles as obsolete 'obsolessent might be kept pend- 
ing and taken up  again after the Government decision on the  Defence 
Committee Cabinet Paper on Armour Reorganisation, had been 
obtained. The Armour Re-organisation Plan was approved in 1960 
but no replacements for the Carriers and Armoured Cars were avai- 
lable and hence these were continued in Service with the Army. 

2.56. It has been further stated that the number of Tracked Car- 
riers and armoured Cars with the units a t  the time of the  reviews 
were: 

Year Tracked Carr~ers Armoured Cars 

Total  Stwk With units Total rtnck T i t h  units 

Regarding the progress made in disposal of vehicles, the Com- 
mittee were informed that the total number of vehicles declared 
surplus for disposal upto 31st December, 1969 was 3552. Out of that, 
2736 vehicles had been sold upto 31st December, 1969 and 818 were 

. awaiting disposal on that date. 



227. Du:ing evidence when the Committee euquired whether the 
vehicles were declared surplus after the receipt of the audit para- 
graph the witness stated that "I must give the Audit that credit. 
They did give us the requisite sense of urgency and I can say that 
the Audit has served a very very good purpose." 

2.58. In reply to a question whether vehicles could be used in 
emergency and if not why these were kept unused, the Director of 
Weapons and Equipment informed the Committee that these vehicles 
were about 18 to 20 years old. No spare parts were available even 
from the countries from where these vehicles were procured. In 
1964-65 it was felt that these vehicles were getting old. They got 
over-heated in a matter of five minutes and required sometime to get 
cooled for being reused. Therefore it was decided to declare them 
obsolete. 

2.59. In reply to a question as to when the defects were noticed in 
the vehicles which could not be repaired, the Director of Weapons 
and Equipment stated that the defects were observed sometime in 
1957. When the Committee enquired as to why the decision to dec- 
lare the vehicles as obsolete was taken so late when the defects were 
noticed as early as 1957, the representative of the Ministry of 
Defence stated that after making some modifications, efforts were 
made to keep the vehicles going. In a note, the Ministry of Defence 
have stated that in o d e r  to remedy that defect, a modification was 
made in 1962. The modification involved the replacement of ?he 
existing distributor and the ignition coil with a different type of 
component. To begin with, it was decided to carry out the modifica- 
tion in 10 Carriers. It took considerable time to effect the modifica- 
tion due to non-availability of the required new components and the 
trials were completed by June, 1964. It was then felt that consider- 
ing the general mechanical condition of those Carriers. it would be 
uneconomical to carry out the modification on all vehicles. 

2.60. When the Committee enquired how much money had been 
realised for each vehicle in disposal and how it compared with its 
price. the representative of the Ministry explained that the realisa- 
tion had been about two thousand rupees per vehicle. Both in the 
case of carriers and armoured cars, because of the security nature 
of the internal equipment, they were broken up into four parts 
before they were disposed of as scrap. That was the reason why the 
realisation was only Rs. 2,000 per vehicle. 

2.61. In reply to a question whether these vehicles which were 
found to be defective in 1957 were used by the Army in the conflicts 
of 1962 and 1965, the representative of the Ministry of Defence stated 
that these were used in the two conflicts and the experience of 1965 
had confirmed the Army Headquarters' apprehension about the  
utility of those vehicles. 
854 (Ai) LS-8. 



2-62. When the Committee pointed out that Rs. 2 lakhs were being 
spent on the safe custody of those vehicles, the represem~ative of 
Army Headquarters stated that L C  depenaed oil the perimeter of the  
Depot. The securlty expenii~iult: ~ ~ L i i d  not go dcwn by merely 
2,000 or 3,000 vehicles going out of the Depot when another 60,UOi) 
vehlcles were parked there. 

2.63. On the steps taken to xh ieve  self-sufficiency in production 
01 arm.,u:ci vch;c!es, the M;::ist:p of D p f - n x  h : > w  stated tha t  :h? 
tctal requirements of the various types of Armuurcd vehicles for the  
Army had been consolidated in a comprehenslvc 10-yea; P l x  for 
1969-79. With reference to those requirements, production of tanks 
was being stepped up and it was expected to reach an adequate level 
by 1972-73. The Deience factories and the privaie trade we1.e being 
geared to produce c~mponents  and sub-as.xn;blic.s upto inc. r c q u i r d  
level. Th? indigenrus content of tne Tank \vas pow uvcr 53 pcr , c t .  
This was expected to increase to 80 to 85 per cent by 1974. 

2.64. In regard. to the other types of armoured vchlcles, dcvclop- 
lnent of prototypes was ~n varlous stages; produ:tlon pla~r111-g bad 

--? ' 3 ' -  n .l- b a l d  and the schtdule of plnductl -1 n.. s c.;. *cte?:7 
be final~sed durlng 1970. 

2.65. The Committee note that a large numher of Trwked Carriers 
and Armoured Cars remained in the vehicle depots for more than 16 
years although there was no scope for their effective use. Against 
the total stock of 3,528 Tracked Carriers and 290 Armoured Curs with  
the Army over a period of seven years, those in actual use by the 
units were very small. The es2erience of their actual use during 
thz er-ergrn~ic.; thr! lrorp ;11 l!K? and l V i  :v.-, alw 1101 \.e*y hnv-pv. 
Some modifications were carried out in 1962 ,o ,. vc... , ;t.s 
going and trials were completed in 1961 But then it wa\ found 
uneconomical to carry out these modifications on nll those vehicles. 
In view of that position, there was no point in having retained those 
vehicles and action should have been initiated in 1964, if nvi earlier, 
for their disposal. I t  was admitted during evidenre that it wa5 only 
after the matter was raised by Audit that the questinn of their dis- 
posal was taken in hand. 

2.66. The Committee suggest that periodical rrviews o f  all  rchi- 
cles'equipment shouId be carried out and those which arc beyond 
economical repair should be declared surplus and disposed of. Con- 
tinuance of unserviceable vehicles in stock is also apt to &' ~ I V C  rise 
to a false sense of security. 

2.67. The Committee note that the production of tanks is heiog 
stepped up and that as against the present indigenous content of 55 
per cent, its iqdigenous content is expected to increase to 80 or 85 
per cent by 1974. The Committee hope that these targets would be 



achieved and the country would be self-sufficient in tanks and also 
other types of armoured vehicles for which the schedule of produc- 
tion is expected to be finalised during the current year. 

Extru espendi ture  due  to detention of a vessel 

Audit Paragraph 

2.68. For transportation of Defence stores from an  island to the 
mainland, a ves;-- ii AS ~112- X L  e;I from a ~iil>p:lig company in April, 
1967 on a hire charge of Rs. 7,000 per day. While chartering th2 
vessel it was aniicipated (after cr-nsulting the shippin!: sgents and 
taking into account the tonnage of stores to be h a ~ d ' e l )  !hat subject 
to  weather conditions, it would require only 15 days to load t h e  
c x g o  at that isla!ld. As against this, loading operatim underta!ren 
by the locn! civi! :dministration during April-June, 1967 took 46 days 
to  comp'2te. M:iking an allowance of 19 days for bad weather and 
: ther car.-cs, tbe nr t  criccss timc taken for loading was 12 day, -e- 
r .  :' zc? :.I e:-+rn cxpmditure of Rs. 1.01 ~ a k h s  t-wards hire an3 main- 
t i -  l..:nce of .:?,. v c m l .  Defer.ce iyuipn?r:nt wc.rth Rs. ' i5,COO was z!s? 
1x1 in the sca durinrg tlw actual loading of the vessel. 

2.69. The cii::! a,h~ini:~t:-r.iion which hnd tnken  w z r  the s t rvedx-  
ing dutic?.: in A131il.  19G7 from n privstc firm 5avc stated that thcy 
rverp handicappfvd hcausn of t:>e loss of valuable stevedoring equip- 
r:len! in May.  !Y67 :ind a!:o brcausc c f  I x ! c  of cooperation from the 
l x a l  ste\,. :!c:.ing labour. 

[P;8r:::::.,?;3~ Nf:. 20- -.4udlt Report (Defence Service.;), 1969.1 

2 7 0 .  In a not<, the Ministry of Defence have informed the  Com- 
mitt?? that the C y:il Administration was not consulted about t h e  
time likely to be taken for the loading operations as the Ministry 
had no prior information that the Civil Administration would be 
taking up the stevedoring work from 1st April, 1967. 

2 71 The vessel was chartered for a period of 30 days from 19th 
April, 1967 The permd of 30 days was worked out In consultation 
w ~ t h  the s1ea:ner agents and the local stevedores taking into 
account the kind of stores to be handled. It  was anticipated that 
f x  lo2d1ng a t  thc lsl .nd, 15 days would he required on the basis of 
the fo!lowing cdlculatlons 

( i )  In the ship S S  "Indian Shipper" normally three of the 
hatches could work a t  a time and with extra effort 5 
hatches could function. 

- (ii) Due to the fact that the vessel was to be anchcred 500 yds 
inside ocean, 4 vericles and 3 plants could be lifted per 
batch per day i .e.  a total of 12 vehicles and 9 plants could 



be loaded in a day. In addition, packages were to be 
loaded as convenient. Thus to complete the loading of 
entire cargo 13 days were required. Making allowance 
of 10 per cent, 15 days were assessed. The cargo consisted 
of 146 Nos. of vehicles, 119 Nos. of plants and machineries 
and 7355 packages. The assessment was made in consul- 
tation with the steamer agents and the local stevedores 
including Messrs. . . . . .who at that time were the autho- 
rised stevedores at the island and who had information of 
the stevedoring facilities available there. 

2.72. It has been further stated that as soon as it became known 
that the stevedoring work was proposed to be undertaken by the 
Civil Administration, it was apprehended that on account of the 
lack of experience, the lack of equipment and lack of trained per- 
sonnel to undertake a large volume of stevedoring work, the loading 
of the vessel with the various engineering equipments may be con- 
siderably delayed. The Civil Administration was repeatedly asked 
to allow Messrs. . . . . .to do the stevedoring work so far as the 
Defence stores in question were concerned. The Civil Administra- 
tion, however, declined to allow Messrs. . . . . .to do the stevedoring 
work and stated that all necessary arrangements had been made by 
them to undertake the stevedoring work departmentally. 

2.73. It  has been further stated in the note that the Embarkation 
Headquarters, Calcutta, sent a signal on 4th May, 1967 to the Civil 
Administration, requesting them to reinforce the stevedoring party. 
Another signal was sent on 17th May, 1967. At Government level, 
the Ministry of Home Affairs were also requested on 20th May, 
1967, to advise the Civil Administration to expedite the loading. 

2.74. However, "There appears nothing on record to show that 
the Civil Administration were informed that the loading work must 
be completed within 15 days subject to fair weather." The local 
Army Authorities were, however, in continuous liaison with the 
Civil Administration with a view to expedite the early completion 
of the loading. In the Signal dated 4th May, 1967; while making a 
request for reinforcing Stevedoring party for early completion of 
loading work, it was pointed out that the loading of cargo should 
be completed by 145-1967, when the passenger ship was scheduled 
to arrive for de-induction of personnel. 

2.75. On the question whether transportation of stores could not 
be planned at a time when weather conditions would have been 
more favourable, the Ministry of Defence have stated in their note 
that the work of the Engineer Task Force in the island was 
scheduled to be completed by the end of April, 1967. Thereafter, 
there was no further work for the Engineers in hand, and the men 
and equipment had accordingly to be withdrawn. Stationtog of . the Task Force and a l l id  stores and equipment in the island without 



any specific assignment was neither economfcal nor desirable from 
military point of view. I t  was also considered that the weather 
conditions would be satisfactory till the de-induction of cargo was 
completed. The monsoon, however, arrived in the island on 14th 
May, 1967 as against 24th May and 21st May during the years 1965 
and 1966 respectively. However, had the de-induction been com- 
pleted within the time anticipated, the weather conditions would 
have remained satisfactory till the said completion in s?ite of the 
early monsoon. 

2.76. Regarding the additional expenditure incurred towards 
hire charges of the vessel, the Ministry of Defence have stated in 
their note that the Civil Administration were not informed that the 
additional expenditure on account of delay in loading would have 
to be borne by them. It is further stated that the Civil Administra- 
tion had submitted their bill for Rs. 52,273.85 P on account of steve- 
doring charges for loading of Defence stores. The question as to 
who should bear the charges for the time taken in excess of 15 days 
z 7 k .  12 days was till to be settled with the Civil Administration- 

2.77. The Ministry have further stated that the loss of Defence 
equipment during the loading operations amounted to Rs. 69,000 
(Approx). One item alone, namely a Ston Coles C r d e ,  was of the 
book value of Rs. 68,697.85. An enquiry conducted by the Civil 
Administration as al: o the Court of Inquiry convened by the 
Military authorities had come to the conclusion that the loss was 
not due to any negligence but due to an act of God. The regular!- 
sation of the loss is under consideration by the Ministry of Defence. 

2.78. The Coin:i~ittcc consider it regrettable that the Defence 
Department did not consult the Civil Administration before charter- 
ing a vessel for loading operations at the island. The Civil Adminis- 
tration took over the stevedoring work a t  the island a t  about the 
time the loading operation commenced, but the Defence Department 
was not even aware of this fact. It is not clear why the Civil Admi- 
nistration could not complete the loading of the cargo within the 
time anticipated. The result of this was that the operations got 
prolonged entailing an extra expenditure of Rs. 1.04 lakhs. The 
Committee hope that cases of this type will not recur. 

2.79. The question as to who should bear the charges for the excess 
time taken (12 days) may be settled expeditiously with the Civil 
Administration. 
Overpayment to contractors due to overassessment of value of works 
Audit Paragraph 

2.80. (a) Contract for constructing buildings-In November, 
1963 a Commander Works Engineer concluded a contract for cons- 
truction of offlee buildings at a station at u cost of Rs. 5.49 lakb. 
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The w w k  was to  be completed by May, 1964. In spite of grant  of' 
extensions of time till November, 1961, the contractor did not com- 
plete the  work and, therefore, in January, 1965 the contract was 
cancelled a t  the contractor's risk and expense, for default; t h e  
remaining work was completed in February, 1966. 

2.81. A joint measurement (of the work) by the department a n d  
t h e  contractor in January. 1965 indiratcd the value of work done a s  
Rs. 3.31 lakhs. However, the defaulting ccmtractor had been 
advanced Rs. 0.62 lakh in excess of that amount. This amount a n d  
a n  additional sum of Rs. 0.45 lakh 011 account of other contractual 
dues await recove!.y (Fovcn~bc: . .  1968). The contractor has disputed 
t h e  c1ain-s of the Govermnent and the matter has been referred t o  
arbitration the outcome of which is awaited. The Government has 
also asked the Chief Engineer to c s a m i n ~  the disciplinary aspect 
of the case (November, 1968). 

2.82. (b) Coutract for pro:.I:,ioll of je i~ciu~l-  contract for provid- 
ing fencing at  a station was concluded 11y a Garrison Engineer in 
IJo~icrnhcr. '965 for  R:;. 3 6 1  i~iki:. 'The \\.or!< l v a s  c o m m c n c ~ d  in 
December, 1965 and a.-s scheduled t:) 1w cc~mp!etcd in Apsil, 1966- 
By February. 1966 t h e  contsaclor iv2.i ~ r l v n : ~ c . c - l  Rs  0 41 lakh which 
was Rs. 0.26 !nkh in escess of his actual cn::tltment. That had been 
done by inflating the cost of work done as well as cost of stores 
brought to site by the contractor. 

2.83. In May. 1966 afte;. co~~ipl( , t inq wr(1i.k 1.alued a t  only Rs. 0.18 
lakh. the c;rr.il.acto,. dcfaslled a:-id t l ~ c b  collir:~~.! \vas cancelled in 
Ma!,, 1967. Thc : : , l ' : i J~c~:  xvo:l.: w a s  r~::i:;);t~icd it1 Ociohcr, 1967 
through another contractor at  an extra cost o f  Rs. 0.M lakh. The 
total dues (including cor t of dcpartmontal stores iss~lrd  ctc.) from 
the defaulting contractor have bcen assess(.:! at  Rs. 0.60 lakh. The 
contractor has not. however. agreed to recox cry of tlrc~ a ~ n o u n t  and 
the matter ha -  been ~cfei-r.e!l to  arbi i~at ic~n,  !I-e o~:t:.omc>-of \yhjch is 
a;.r;:ia Led (October. 1965) . 

2.84. A Court of 1r:quiry held 1 2  A p ~ . ~ l ,  1967 f o ~ ~ n d  t\,-o officers 
and three suh~rdinates  responsible for thr  o v e r p n y ~ ~ ~ r n t  and lack 
of proper supervisory control; disciplinar\ action aga in~t  them is i n  
progress (October, 1968). 

[Paragraph No. 25-Aud~t Report (Defetlcc Services), 1969.) 

2 85. In a note lulnlshed to the Coinrnlttec, the M m s t r y  of Dc- 
fence have stafed thzt t h r w  Wac no I;c.u-;~ in ' ' 3 ~  C ~ I ~ ~ I I I , ~  !I--P< ' d r t - ~  
fur assessing the value of work don(. and stoles collectetl a t  s ~ t e  for 
making lnterim advance payments to ihc contractors. In  the  cases 
pc~i~lted out in the Audit paragraph, there had been over-assessment 
of amounts due and as such disciplinary action had been initiated. 



2.86. According to the instructions concained in Army Head- 
quarters letter No. 36364iE8 dated the 21st November, 1950, interim 
payment to the contractor could be made upto 90 per cent of the 
value of work done and 75 per cent of the value of the material 
lying at site. 

( i )  Contract for constructing buildings 

2 87. The Ministry have also stated in their note that the arbi- 
trator had awarded a sum of Rs. 50,800 to the department against 
thtir claim of Rs. 1.06.93943 P Out of that, Its. 10,000 were held 
by the Department as security deposit paid by the contractor and 
the balance amount would be recovered after a decree had been 
obtained from a court. 

2.88. It  has aiso been stated that disciplinary action was not 
corilmcnced soon after the over-payment came to notice as  the 
Chief Engineer was of the view that as a dispute had arisen over 
kh(. wiluc of work donc and the matter had been referred to 
an arbitrator, disciplinary action could be taken after the fact of 
.)vcr-pr~yrnerit lvns fully esta!)lished. But when the matter came 
to t,hc notice o f  Gowrnment in November, 1968, they did not agree 
with the Chief Enqineer's view and advised the Engineer-in-Chief 
that  a Board should be immediately held and disciplinary action 
initiated. 

( i i )  Contract for provisioning of fencing 
2 HI1 Thc Minlstry of Defence have stated that the Arbitrator 

had awarded a sum of Rs. 54,817.79 P as against Government's 
clxnl oC Hs GO.OW i\ sun1 of Rs. 18,630 had been deposited by the  
contractor as securlty deposit and the balance amount would be 
recovered from the contractor after a decree was obtained from the 
court. 

2.90. The Committee note that a sum of Rs. 76,988 is recoverable 
from the contractors in these cases as a result of awards made in 
arbitration. The Committee would like to be apprised of the p:o- 
gress of recovery. 

2.91 These sr~ms have he<umc recoverable due to the ccntractors 
having been overpaid for the work. Disriplit~arp action ngainzt the 
officers and staff is stated to have been initiated. The Committee 
would like them to be expeditiously finalised and results intimated. 
Hiring o f  c godouvz ouwed b y  the Canteen Stores Department 
Audit Paragraph 

2.92. A godown (17.550 sft.) in Bombay belonging to the Canteen 
Stores Department was rented to a private party on 1st January. 
1965 a t  Rs. 4,430 per month (the municipal taxes-& 1,470 per 



month-to be paid by the party direct). No formal lease agree- 
ment was entered into as the party did not accept incorporation of 
a clause in the lease prohibiting sub-letting of the premises. This 
clause is normally included in such agreements. 

2.93. In May, 1965, the party sublet the godown without a formal 
agreement at a rate of Rs. 18,500 per month, which was stated to 
be for storing, warehousing and servicing charges including ground 
rent for 25 months to the State Government (an engineer of the 
State Government had, however. certified that the reasonable rent 
for the premises was only Rs. 5.200 per mensem) who required the 
accommodation urgently for storing stationery and text books. Two 
months' rent was also paid by the State Government as brokerage 
and the arrangement was terminable on one months notice. The 
Canteen Stores Department came to know of this sub-letting in 
September, 1965 and in February. 1966 this was also confirmed by 
the State Government who suggested that the department might 
lease them the godown directly. A notice terminating the tenancy 
was thereafter issued in March. 1966 to the party on the ground 
that by sub-letting the godown the agreed terms of lease had been 
violated; but this notice was of no significance in the absence of a 
formal agreement. A new notice cancelling the letting out of the 
godown and instructing the party to vacate the premises within 3 
months was later issued in March, 1967. 

2.94. In the meantime. from March, 1966 the Canteen Stores 
Department commenced billing the State Government directly for 
the rent of the godown at the rate of Rs 18.500 per month. But the 
State Government did not pay any amount to the Canteen Stores 
Department on the ground that payment to the department would 
not discharge the State Government's liability to the private party. 
In August, 1967 the Canteen Stores Department offered to the 
State Government that they might be direct tenants for the godown 
at the rental of Rs. 4,430 per mensem if they could prevail upon 
the party to hand over the godown "on paper" back to the Canteen 
Store: Department. But there was no response from the State 
Government who vacated the premises on 31st May, 1968 and 
handed over possession to the private party. The Canteen Stores 
Department obtained the premises back in June. 1968. I t  was stated 
by the State Government in October. 1968 that a t  the time the 
godown was taken. they were not aware that the godown belonged 
to the Canteen Stores Department. They further stated that they 
could not avail themselves of the offer of the Canteen Stores 
Department of August, 1967 as they could not vacate the godown 
in the absence of alternative accommodation. 

2.95. The private partv by this arrangement derived a financial 
benefit of about Rs. 2.50 lakhs during the period May, 1965--May 
1968. 

[Paragraph No. 26, Audit Report (Defence Services), 19691. 



2.96. In thelr note dated the 25th February, 1970, the Ministry 
-of Defence have stated that the godown became vacant on f3-2-1964. 
A decision was taken on 22-2-1964 by the Board of Administration, 
Canteen Stores Depot (India) that offers for the lease of godown 
should be invited and it should be allotted to the highest bidder for 
an initial period of three years subject to the reliability and ffnancial 
status of the party concerned. 

e. 
2.97. Tenders were accordingly invited by advertisements in two 

leading newspapers viz. 'The Times of India' and 'The Indian EX- 
press', Bombay. The advertisements appeared in the two papers 
on 4-3-1964, 30-6-1964 and 11-10-1964. 

2.98. During evidence, the Committee enquired as to when this 
godown was constructed and what was the purpose for which it was 
constructed. The representative of the Ministry of Defence stated 
that these godowns were constructed in the last war and these were 
used until 1947 by the old Canteen Stores Depot. In 1947 these 
were made over to the Canteen Stores Depot (India). In reply to 
a question whether there was any sign board to indicate that the 
property belonged to the Central Government, the witness stated 
that it covered an area of 25 acres and consisted of staff quarters 
and godowns and there were distant markings to show that the 
property belonged to CSD. But it could not be said whether Maha- 
rashtra Government were aware of this position. 

2.99. When asked at what level the decision was taken to let uut 
the godown to the party and whether it was the normal practice 
to exclude important clauses from lease agreements, the witness 
stated that the decision in this case to let out this godown was taken 
by the Chairman of the Board of Administration. The CSD follow- 
ed a standard lease form but in this case there was a history how 
various things happened. The godown which fell vacant had to be 
leased out and was notified on three occasions. On the earlier two 
occasions the hiring could not be effected for one reason or the other. 
In one case the party who wanted to use it for storing was unable 
to get the necessary licence and another party backed out for some 
such reasons. On the third occasion, tenders were invited. Amongst 
the highest three tenderers was this party-and they had indicated 
to the CSD that they could not agree to this particular clause of sub- 
leasing because they said that they were going to use it for their 
associates. At this stage the decision was taken bv the Chairman 
of the Board of Administration to accept this modification. I t  was 
not a usual thing to delete the clause but considering the two infruo 
tuous enquiries and also considering that if one stored the wmmodi- 
ties of his Associate a decision was taken that. "we may accept pro- ' 

.vided the name of the Associate is given." 
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2.100. Wnan asked why the premises could not be leased out t@ 
the second tenderer who had quoted less than the first one, the wit- 
ness explained that the CSD had already suffered a loss because the  
godown had remained vacant for several months and moreover the 
bank enquiry revealed that his standing was sat is factor^. This party 
had also offered to pay Rs. 500 per annum more than any other ten- 
derer which he did. When it was pointed out that the party's ofter 
that he would pay Rs. 500 nlore was a rather unusual condition, the 
witness stated that there were two offers one from this party and the 
other from a firm. The Chairman initially took the view that one 
godown each should be given to these parties. But when cn oit'er 
was made to the firm, they declined the offer. I t  was then decided 
to lease out the podoa-n to this party. This party accepted all the 
terms and conditions e-xrpt clause 8 relatin{; tv sub-leasing and 
s:ated that they needed the place for their industries and a part \vwid 
be ieased to their Associate with whom they were working. In view 
of the infructuo:~~ inquiries made c n  three occasions, a decision \V;4.; 
tnltcn to lease the premises to the party. The party was asked to 
,@i~c complete detail:: about the principal or associate to whom he  
wished to sub-?east. n portion. When asked whether it c~l l l t l  not be 
foreseen that the party might make profit by s~lh-leasing a rror-t;on, 
the witness stated that it could not be foreseen, as there x~a .  nothing 
on record to that effect. 

. , 7 : I ] :  1 - 7 . .  1 .. -. . ;,; ,: Lj\~ias:ic)n whehter the dl-aft Ieaw was sent to 
tile pcrty, L ! : ~  l,\-jinv;: :;t;'ie.! that the tcrm,: n I(! conditc3ns of t k ' c  
godown were c;.r,imunipated to the par:? i!rl 10-12-1964 Thc C o n -  
mittee enquired as to why a notice terminating the tenancy n.ns 
issued in March, !SG6 when there wns no formal agreement \vith the 
party and !,ny.v it was stated that by 7.ub-letting the godown the p3rt.V 
had violated t:,e term:. of the Icase. Thc winess csplained that. well 
though the lease was not signed. yet. in l a w ,  there could I:e a valid 
contract by exchange of letters. Certain terms were conveyed to 
the  arty and it said that a particular term was not arcr~ptahle 10 
them and the Canteen Stores Department accepted rnodifiwt !on in 
the terms of the lease. When asked if any steps had been l a k r n  1:y 
the Ministry to avoid recurrence of such cases in future, thc \vitnc*ss 
stated that "urher. ure fi: a rent for property we are going to t a k ~  
on lease, we obtain assessment of the rental value of that prop;%!-t~. 
from the local authorities concerned". That was done by the Statt? 
Government in this case and the information from thc State P.W.D. 
who were supposed t o  mnkc the acsessment, confirmed that the rea- 
sonable rent was round about Rs. 5000 or of that order. Thetl, the 
State ~ o ~ m m e n t  which paid Rs. 18.000 to the party also had stn!pd 
in their letters that they got an assessment made and they s e r e  

. advised that it was about Rs. 5000 or Rs. 5,200. Yet, "for fhpjr own 
reasons, if they go and make this deal with this man, how can any 
Procedure or any Prior thinking prevent such a thing.. . , ~ t  is 



C:PX to me that this rent of Rs. 18,000 paid by the h:aha.asiltra. 
Gwernment  was unconscionably high, and there is no reason for it 
except that they were under duress and for their own reasons they 
had to pay this. . . .:I do not think that any modification of pro- 
cedure as such is required to avoid any such instances in future." 

2.102. In  reply to a question, the witness stated that there was 
nothing on record on the basis of which the officials of the Canteen 
Stores Department codd  be he:d guilty either of a high irregularity 
or of lack of integrity or of manipulation. When asked as to lvhy 
legal advice was not obtained at the initial stage whc:. ihe t r an~ac -  
tion was entered int.0, the witness stated that if he himrelf were in 
that kind of position, he would not have reacted differently. The 
oficer concerned had taken an administrali.:o view of the rr.at;er 
and pern1;tted a slight mod'ficatio:~ in the terms of the lease in order 
to safeguard the intcresi of Government. 

2.103. The Committee pointed out that the draft lease sent to tbe 
par ty  containeri a c1aw.c u h i i 1  gave Government the absolute xic!14 
to tcrrninate th(s le:isc. by g ,  -in!: 3 months' notice. The party had 
also not objected to this c l a ! ~ .  They cnquircd why rccourse \%-\;as 
not talken to this absolute clause to tcrminatc thc lease givinq three 
mont1,s' noticc and why, while pursuing their case with the p i ? \ - .  
Government IILII .SUC~ their caw on the clause relating to mh-!ett%g 
which the part). had not ncccpted The witness stated that  the 
tenant had contested the first notice h s c d  on sub-letting clause and 
on the advice given by the  Law Ministry another notice was served 
asking the tsnant to 17ncate the premise, within 3 montl~s.  Explain- 
ing the px!:i:!n I~,r:ht~r, tht. I.l:~~i.;:r:\. r,f DCICPCC in their note dated 
25-2-1 970 have stated !hat thc officers of CSD(1) discuss~d the case 
on 17-2-1967 with the Joint Secretary and Legal Adviser, 31inistry 
or Law. Rombav and the following points had emerged out of t h e  
mccting: 

" ( I )  Sbr l  (!_seal Ad\?~ser) was absolutelv clear that we have 
no c ~ ~ n c c r n  h a t s c ~  .,I ur th  I i w  Py;lhara\h!rn Go\w-nmcnt 
and thry arc n ) t  In the least answ7elable to us-being 
tenant.; of the pal-tv, Sound bv certaln terms o l  agreement 
of w h ~ c h  we are not fully aware. 

( 1 1 )  In view of the nhove, we cannot serve anv Icgal notice on 
the G o v ~ r n r n ~ n t  of Mahnrashtra as per decision of t h e  
Rxird of Adminiqtration Moreover they being alsn a 
Crovernnwnt m v  l i t i~r t ion  with them can only be in the 
Supreme Court. 

(iii) At  the time of allottln: the c( ' ~ ~ -  T to hT s .no regu- 
lar lease dred was signed. Terms of agreement were onlv 
emvevcd to them wde our letter No. 3'021 (33) 112500, dated 
10th December, 1964. This Arm however did not agree to 



, .  clause 8 of this letter about sub-letting so that  strictly 
speaking the legal position is that . . . . . ,(the party) 
have not agreed to accept our terms regarding subletting. 
Consequently we cannot haul them on this account. 

(iv) The notice of termination therefore issued to . . . . . (the 
party) is also not in order, as there is no violation of 
condition. 

(V) There being no regular lease deed signed in respect of this 
godown it cannot be said that the Godown has been "leased" 
to (the party) for a period up to 27th December, 1967. 
This will reduce the position to its being given to them on 
"leave and hence.". Therefore we can ask them to vacate 
as per clause I1 of our letter No. 3 Q-2(33)(12500 dated 
10th December, 1964 by giving them 3 months' notice and 
incidentally ask them to pay our dues The copy of this 
notice will be endorsed to the Maharashtra Government 
so that they become aware that the original lessee has been 
asked to vacate and therefore be ready to vacate the 
premises." 

2.1~4. AS desired by the Law Cell. a notice was drafted by the 
SCD(1). The Law Cell raised further Queries on 25-2-1967 and 4-3- 
1967. The legal notice approved by the Law Cell was served on the 
party on 11-3-1967. The notice gave three months' notice to the party 
for termination of the permission given to the party for the occupa- 
tion of the accommodation. A reference was again made to Law 
Cell on 27-6-1967. On 7-7-1967 the Law Cell advised that the (Pun- 
jab) Public Premises and Land (Eviction and Rent Recovery) Act. 
1958 was u l t ra  z-ires of the Coytitution. They advised either admi- 
nistrative action [under the Public Premises (Eviction of Unautho- 
rised Occupants) Act, 19551 or lengthy procedure of civil suit. Fur- 
ther references to Law Cell were made as to whether the direct ter.- 
ancy could be given to the State Government on paper. 

2.103. The matter was further discussed with Lau Cell on 6-9-1967 
who advised the CSD(1) to get the possession first and then hand 
over the possession The CSD(1) accordingly wrote to the State 
Government on 14th September, 1967 reminding them of the CSL) (1) 
letter of 16th August, 1967, and regretting that they have neither 
replied to the aforesaid letter nor made arrangements for the hand- 
ing over of the godown to the SCD(1) and the taking over of the 
godown by the State Government from the CSD(1). The State Government were again reminded on 8th Noven~ber, 1967 and 8th 
December, 1967 The State Government ultimately vacated the go- 
down on 31st Way, 1968 and vacant possession was thereafter handed 
over to the CSD(1). 



2.106. When it was suggested by the Committee that the safety 
lay in not handing over possession of the premises unless the lease 
deed was signed, the witness stated that instructions could be issued 
to that effect. 

2.107. The Committee are distressed to observe that the party 
profited at the expense of Government to the tune of Rs. 2.50 lakhs 
in this transaction. The godown was handed over to the party in 
January, 1965 a t  a rent of Rs. 4,430 p.m. on the understanding that i t  
would be used by him or his business associates. The Department 
however failed to get a lease deed executed before handing over 
possession. The result of this was that when bhe party sub-let the 
godown to the Maharashtra Government on a rent of Rs. 18,500 p.m., 
shortly after taking it over, the Department found its hands tied and 
was unable to proceed effectively against the party. Action was 
sought to be taken against the party for violating the lease conditions 
by subletting the godown, when there was in fact no lease, and it 
was also evident from the exchange of correspondence with the pa* 
that he had not bound himself to any condition in the matter of 
sub-letting the property. It was only thereafter that the Depart- 
ment thought of invoking their absolute right to secure vacation of 
the property, but by that time they faced a legal impediment arising 
out of the invalidation by the Supreme Court of the Punjab Public 
Premises and land (Eviction and Bent Recovery) Act, 1959. 

2.108. The Committee consider that the question of taking steps 
against the party was not thought of by the Department till it was 
too late for them to take effective action. In any case, the Depart- 
ment were ill-advised to hand over possession without getting a lease 
deed signed. The Committee would like Government to investigate 
how this occurred and take appropriate action. I t  should also be 
ensured that in future Government property is not handed over t o  
private parties as lessee without getting a proper lease deed executed- 



111 
AIR FORCE 

Delay in of rod.* vphicles in on A.i. Form repair d e w t  

Audit Paragraph 

3.1. Against the urgent rccli~iremmt of 129 radio vehicles (fitted 
with transmitters/recei\.ers) for Air Force units, manufacture of 48 
vehicles was entrusted in July, 1961 to an Air Force repair depot. 
As efforts to get the balance 81 vehicles manufactured by trade pm\-- 
ed unsuccessful, this work was also entrusted to the  same depot in 
1965 when the depot had completed manufacture of 48 vehicles. 

3.2. Even though for the balance of 81 vehicles the  r e ~ a i r  dr.;?.)t 
has received 45 transmitters and 50 receiver costing Rs. 29.19 lakl14 
during February, 1965 to May, 1968 and 79 chassis costing Rs. 35:55 
lakhs betwf.cn Auglxt. 1965 an.3 October. 1966. manufacture of those 
radio vehicles ha- not yet been started (December, 1968). I t  has been 
stated by the Ministry that commencement of mantlfacture is hc.14 
up for want of metal sheets which were ordered in August, 1967 and 
are expected to be a ~ ~ a i l a b l e  only by 31st December. 1968. Additio- 
nal manpower for that work was sanctioned only in September. 1967 
but has not pet been positioned for want of metal sheets ( D e c ~ m b e r .  
1968). 

[Paragraph No 13-Audit R-port (Defence Services). 19691 

3.3. In a note furnished to t h s  Crrnrnittcc. the Ministry or Defcnce 
h a w  siqted tllat the requiremnt of 129 lrehirles mentioned in the  
Audit p a r a ~ r m h  x o s z  a< a rcct~elt of rrxvirn- cxr icd  o < ~ i  in Janupryl  
February. 1962. This fqure  inrludcd the  ciefitiency o f  48 vehicl?: 
which had arisen : I ~  a rr~;u!t of rcvieiv c a r v i d  or:t c~arli i~r in X:lrch/ 
,4pi-i!, 1961. 48 x h i c l e r  were or;c:n:~lly p l , : m 4  to bt! slqnplied by 
Jul\-. 1963; this lvas  l ~ t c r  rxlc.ided to  Au?il.<t. 191iF;. ?J,?n~-facturcx of 
bodies of 81 rehiclc; nriginall\- p': 17ned to be c.,muletcd hy J a r u -  
ary/M:rch. 1963 ac?,~rdlr?c t o  t ! ~ c  indents placed on DGSRrD. Thc 
fitmc-it of transmitter5 a n ?  recci~-t>-.,  .)n t5 r  vehicles was to  be decid- 
ed later on, after the rn~na!zcrurc of hodir::. 

3 4 During cvidence 11 hrv- tk,o Commlttce ~ q u  rctf whv the 
order for manufacture of :,l! thc 129 veh~clcs  was not placed on thp 
Alr Force Reaair Det~ot c .en !n thc first ~ n s t ~ n c e  thp representative 
of the hlinlitrv of Cnrt\n-- ct-..~lain~d thqt unless tho Dcnot's ca:mb~- 
litle5 were IX-OVP? 1>09^:'1!~ -I 7 - L ,  r nvc  d ~ l a l -  ysould have reiulted 



In meeting the requirement. The Air Force knew the  stablishment 
-of the Depot and it was not con i :?red wise t 3  place the order for all 
the  129 vehicles. 

3.5. When the Committee enquired why the  Comrnerc:al sector 
could not be supplied chassis to enahle them to take up the work, 
the  Ministry of Defence hrid st~!:cci :..z: thr ciassis were expected to 
be re!ec~-ed bv the Arrr:; Mr??r~aarters hut as these were not sup- 
plied, t h r  D.G.S. 8: D. r e t u r ~ o d  the indent f - r  81 vehicles in ?Jay, 
1963 as one of the  conditions was that the  Air Force had to supply 

the  chassis. 

3.6. When the Cnlnrrittee eaq~l i rcd iv;.:y thr. Cr;wmercial ~ o u r c e s  
could not be tapped fur getting the chassi,.  t h r  ivitness stated that 
"we h a w  standardisation of all our equipment. I n  this p3rticular 
case, the standardisatisn was based on the Shakt 'man. wh;ch is only 
produced by Government. I t  is not a normal item of trade supply." 

3.7. The Committee were inror:ned that the cmtro l  over didribu- 
ticin of Shaktiman trucks was in the hands of tho Army because they 
~vtl:e thr main usci-j an:? they provided sornrb vehicles t o  the Air 
Force and the Navy. In a written notc the Ministry of Defence had 
fu:- :hL~r stated th3t so\c?,.l letters cvere addreved tq Army Head- 
q.;,!..!~arc by Air FTcadq~7rt-r': conveying the u1:qency of the require- 
ment of  the  chassis. Finally. tile ma?.tcr was taken up a t  the Defence 
S:, - z ? : T . \ . ' r ;  ICYF! whew :1, t i x i s i o n  was taken :'or supply of chassis 
for  t \ r  n,clnufa~.ture of radio vehi..lm. In  Ju ly .  1964. the  Arm!: had 
a c ~ e r . d  t I pro;.ici:. c !x~; j i ;  ;>:. 1.12 :;.e <,. 1 per month. After having 
got !br:t nssural?ce, the Ail- F t>rco  started taking steps for procure- 
r.:, 17t of the ot h r r  e q ~ l i p m ~ n t  vir .  t.ransmitters' receivers. 

3 8. The: Comn?i:fv r ~ , - s ~ ~ ' r c d  x~.h?r thc met31 s h c ~ t s  were ordered 
:: ' , !e a, 1?66 while the chn5sis had h e m  supplied by the Army in 
!2!i:, The witness rxp!aincd t!lst in the case of 48 vehicles all the  
~C.CE .S I I . J .  mnterial ~ 3 s  avsilable from within the country. But in 
tl;e rase of 81 vehicles. txvo types of metal sheets could not he pro- 
c*.:retl :ndig~.nou:ly and these had to be imported from U.K. The 
Air Headquarter:; p!nced the indents for indi,pnncs 2s well as im- 
nor!ecI 5heet.: in Au~ust-September,  1967 after completing all forma- 
! i t i r .~  i ~ c l ~ ? d i n : _ :  the re!el.se of the foreign exc'iange. The imported 
items became av:~ilablc in August, 1969. The witness rurther stated 
th?t be:~u.sc. of the Kutch conflict in 1964 and the Indo-Pakistan con- 
flicc in 1965 the programme of this depot was c:)mnlstely changed and 
other priorities got super-imposed. In fact the personnel wh? mere 
engaged on manufacture of those vehicle? themselves p t  posted out 
to other more emergent jobs. That is hcv: the  delay occurred in 
p1acir.q orders for t l ~  met31 qheets. In a notr  t'7c Ministrv of De- 
fence have stated that be-ide? the  metal sheds,  there was no other 
factor which was holdinq up the work. The target date  prescribed 
for completicn of the job was 31st January. 1971. During evidence 



the Committee were told that up to December, 1969, 26 vehicles had. 
been manufactured and at the stabilised rate of production of 4 vehi- 
cles per month, it was expected that the remaining 55 vehicles would 
be ready by early 1971. 

3.9. The Committee pointed out that orders for the signal equip- 
ment for the radio vehicle; had been placed in October, 1964. They 
asked whether the delay in utilisation of the transmitters/receivers 
due to delay in the production of the vehicles would affect their life 
or efficiency. The C~mmitiee were informed that according to re- 
ports from the Air Force, the receivers could be used for the next 1@ 
years. In reply to a question whether the performance of the radio 
equipment was covered by any warranty, the representative of the  
Ministry of Defence explained that "originally the warranty was 
unfortunately not available but we have a feeling that nothing seri- 
ous wrong has happened. This equipment being manufactured by 
the Bharat Electronics Ltd., we expect that if there is any defect, 
there will be no trouble in getting it rectified." 

3.10. In reply to a question whether the requirements of radio 
vehicles of Services, could now be met satisfactorily, the witness 
stated that "the supply of these items against requirements is fairly 
satisfactsry." 

3.11. The Committee enquirf-l whe3er  Gcvernm~ ll were sat.;- 
fied with the manner in which an "urgent requirement" had been 
met, the witness admitted that "there has been a delay, we cannot 
deny it. I am only offering the explanatioy~". When asked whether 
any radio vehicles were imported during the period from 1961 to 
1967, the witness replied in the negative. 

3.12. The Committee feel that this case does not speak well of the 
efficiency of provisioning for the Services. 

3.13. As early as 1961-62 action was initiated on a demand for pro- 
visioning of 129 radio vehicles to Air Force units which was consi- 
dered an "urgent requirement." As in December, 1969, 55 of these 
vehicles are still to be supplied to the units. On present indications 
it would appear that supply would be completed only "by early 1971". 

3.14. This inordinate delay has been caused by lack of co-ordina- 
tioa at several stages. In the first place, it was decided that 81 of 
these vehicles should be obtained from the commercial sector and 
D.G.S. & D. was accordingly asked to take procurement action. But 
then the chassis required for the manufacture of these vehicles mere 
not released, even though the Department was aware that i t  was not 
being made in the commercial sector. It  was only in July, 1964 whem 
the Defence Secretary was approached that these chassis were got 
released from the Army which was manufacturing them, but by 



that time, the D.G.S.&D. 'had setrrnad the indents stating that no  
supplier was forthcoming. h W s  manner, the Department lost over 
three years. 

3.19. In  the second place, after i t  was decided in 1465 that the 
m a n u f a c b  d rbLese $1 s&icles should be taken up in an Air Force 
Depot. the Department took no action for nearly two years to place 
an  order for metal sheets which were required for the production of 
these vehicles. It  was explained that due to the emergency that 
supervened other items of work had to be  taken in hand, but the  
Committee are unable to understand how this justifies a delay of two 
years, in processing an urgent requirement of the Services. The re- 
sult of this delay was that the Depot could not take up manufacture 
till August. 1969. when the sheets became available. 

3.16. The Committee have drawn attention to another instance of 
this kind in paragraph 1.70 of their Ninetg-Ninth Report (Fourth Lok 
Sahha) where a delay of nearly Id years occurred in supplying cer- 
tain boats to the Navy. The Committee are perturbed at  this lack 
of coordination and suggest that Government should immediately 
streamline their prorednres to guard against Tecurrence of cases of 
this type. 

Proc.~ireinw~t of Stores 

Audit Paragraph 

Two instances of purcha\es which cntailed extra expenditure of 
Rs. 1 0 1  lakhs are detailtd b ~ l m ~ : -  

3 17. ( a )  Ground e q u l p i n a t  and tools.-In June,  1966 Air Head- 
quarters placed an indent on the India Supply Mission, London, for 
procurement of 102 items of ground equipment and tools for a certain 
unit and tm 14th December. 1966 a contract for their supply was final- 
ised by  the  India Supp1.t Miwlon. London. with a private firm. 

3 18 Since. howevc~r. thc equipment and tools were required 
~ ~ r ~ c n t l y ,  in November, 1966 A!r Htadquart tm had requested thc Xlr 
Advlser, Indian H I &  Cornrnlwon. London to explore the  possibility 
of ob ta in~ng  these ~ tc~nis  frcrm n forelgn government. The mat ter  was  
taken up b?. the . k r  A d ~ i s w  on 20th December, 1966 when i t  was 
learnt that 57 of those i t rms Lverc avaliablc with the f o r e ~ g n  govern- 
ment  a t  prices much chrapcr than those quoted bv the  private firm. 
As, howcver, the  contract had already been finalised for all the  items, 
the  "ffer of  the  foreign g o \ c ~ n m e n t  could bc accepted for 38 i tems 
only for w h ~ c h  another ~ n d c n t  of August. 1966 was pending with the  
Supplv Mission 

:+ 19. The extra ex11enditul.e in purchasing at higher prices f rom 
the private firm tlw 19 items out of the 57 kvhich could havc been 
obtained more c h c n ~ l v  from the foreign government was Rs. 0.65 
lakh. 

854 (Aii) L.S.-9. 



3.20. (b) Spres.-Based on a demand placed by Air Headquarters 
in  September, 1965 for certain spares required for overhaul of aero- 
engines, in March, 1966 the India Supply Mission, London, entemd 
into a contract with the manufacturer for their supply within 12 to 
14 months. To meet immediate requirements. Air Headquarters re- 
quested the Tndia Supplv Mi:sion in April. 1966 to procure 50 per 
cent of the quantities oi Lol~2c. of these spares urgently from t h e  
manufacturer and despatch them by air. 

3.21. On thc ground t h a t  there was hardly any prospect of getting 
during the year those spares against thc contract concluded in 
March. 1966 thc Air Headquarters also simultaneously requested the 
Air Adviser, Indian High Cvm~nir~ion.  London to approach a foreign 
government for supply of thosc spares. On the advice of the  Air 
Adviser in .June. 1966 an urgent indent was placed for six items for 
their procurement-quantities of fi1.e of them being equal to. and of 
the sisth itcXm bc.inl_: two-sevenths of the quantities contracted for 
in March. 1966. On the basis of the rates in the contract concluded 
with the manufacturer h?; t h ~  Tndia Supply Mission. the estimated 
cost was indicated in that indent as 2625. The stores were procur- 
r d  bv the Air Adviser from a foreign ,po\-crnnwnt at thr (higher) 
cost of 22,354 and were airlifted on 18th Junr .  1966. Sup;~lies of 
these six items from the manufacturer .tr.cre also airlifted httween 
19th June. 1966 and November. I%fi- - th~ bulk of th r  item< havinp 
'been airlifted in June. 1966. 

3 22 Thocc sparm w h ~ t h  n ere drn.~anded twicr and airliffvd ha\-<, 
not been fullv utillsvd even hv  March. 1968-tlir rrr~qntifip.: cf FW 
items held in stock (March 1968) were mnrr t h ~ n  thost* drni?rldrJ 
in June, 1966 The rvtra cost i n  procurinc tl ~ p ? . r s  f r o v  tho 
foreim gorernmrnt 1s Rs  0 3 6  lnkh hecidrs come e ~ p r n d i t ~ ~ r e  on alr  
freight 

3 23 Thp hI~nis?rv haye ~ t a t c d  that at thc timc of placinc the 
demand on the Air Adviser ~ r .  June 1966 it was not cnn~idercd ad- 
visable to cancel correspond~nq quantities already contractrd fqr :*.; 
i t  might hare  necessitated paymmt of canceIlation charges and re- 
orderinq them later would havr entailrd higher cost and that  t h r  
circumstances in which the wares had not been cnnsumrd hv March 
1968 are beinp inwstiqated (Nmrmbrr  1968) 

[Paramaph Nn 16 Audit Report (Defence 9 rv iccs ) .  1969 7 

3.24. The Committee enquired whether when Air Headquarters 
wrote to Air Adviser. Indian High Commission. London in Novem- 
ber. 1966. a copy of the I ~ t t e r  was sent to Director General. Tndia 
Supply Mission with in~tructions to liaise with the  Air  A d v i s ~ r  In 
procuring the stores. 



3.25. Explaining the system that was followed for procurement ol' 
stores f m m  U.K., the representative of the Ministry of Defence 
stated that  the bulk of the requirements were obtained from the 
Trade md not from the Mlnistry of Defence, U.K. or  the Royal 
Air Force. In  fact the Ministry of Defence, U.K. and the RAF were 
dependent on the same Trade for their own needs. However, there 
was an understand~ng wlth the Ministry of Defence (U.K.) and thc 
RAF that In case ot emergent operational demands for m a l l  
quantity, they would releasc from their own stock. But the RAF or 
Ministry of Defence, U.K. could not be treated as a substitute for the 
Trade. Therefore, the quest~on of keeplng the DGISM informed of 
any requirement w h ~ c h  was projected to the RAF or the Mmistry 
ot Defence, U K. dld not arlsc. I t  that was done, the DGISM l ~ , ~ u l d  
p:obably slow down hls procu~ement effort 

326  Thc wltnws added that in thls case the order wa j  ):1nccbrl 
w ~ t h  DGISM. In Jur~c. 1966 but the contract was finalised r,nlv In 
Ileccmbe~. 1966 M c a ~ ~ w h i l ~  there was an cmerg. nt  demand in 
November, 1966. The Alr Advlser was, therefore asked to get some 
of Ihosc. storcs from thc  U I< C;ovc~rnmrnt 

3.27. Asked ~ \ . h y  the> :lir Ad.:isc:r. did not take steps to prevent the 
o!der being placed ('n privatc source: by getting in touch with 
DGISM. the witness statctl "Here consciously raised an indent on 
lhc, Air Officer and U.C. rsc.:.c an.:Irc t h a t  ~ h r  two supplies are both 
i~!:c.ly to matrrlalisc-onc ea r i~c r  and the other in the ordinary 
('0l.Irsc. 

:i.28. In n fu~. t l l t~r  not[. o!? tilis :;ulbjt~t. the  Ministry have stated 
; I S  f11IIow5. 

"The. ~~~t!ni ; i t lon 111 I +  q a ~ d  to tlw ; iv;~~lal)~l l t> o f  l t cn~s  on vay- 
nwnt fTc-1t.d bv h11nistq of rkfcncc. (Royni  AII  E'crce) 
Lvah I L C . C I \ , ~ ~  i). i \ ~ r  Hcadquarttrs O I I  9th February. 1967 
111 tht. Inc>anu hllc t11c DGISM London had already fina- 
!~\c.d thr. contlclct ,In 14th Dcccmht~r. 1966 against the In- 
dent DCISM. London wertb reque~ted  by Air Head- 
qu;rrtc.ls on 2nd M.~rch .  1967 t o  look Into the posslbllit~us 
of deletlnq all thc ~ t e ~ m s  offered by Ministrv of Defence 
(Royal Air Forct,) at chcnpcr rates. from the contract, or 
;~ltrrnntivt.ly procurt 38 Items with revised quantities ns 
tle~nandcd in thc subsequent indent dated 25th August. 
1966. w h ~ c h  had hern rmsed for procurement of similar 
ground equipment ngalnst thc m-iintenance reserve" 

The ~cprcscntative of the Ministry added In evidrnce that i t  was not 
always that the Air Ad\.lscr had arranged cheaper supplies. Somr 
of thc items procured by the Air Adviser through the  Ministry of 
Defence, U.K. even in the present CRSe were more expensive but 
t h ( w  were not mentioned in the audit paragraph. 



3.29. To a question if the time taken by the DGISM in this case 
to  finalise the  contract was not on the high side, the representative 
of the  Ministry of Supply admitted that the DGISM did take a 
longer time. He, however, assured the Committee that the  DGISM 
did not treat Defence indents particularly 'priority' ones in a routine 
manner. 

3.30. When asked whether the DGISM and the Air Adviser \.\.ere 
not going the same type of work, the representative of the Minis:1.>- 
of Defence stated that the former was a Government rf  India agency 
for  procuring s'.rlrr>s on behalf of all Ministries. They frllowed :I sc3t 
procedure whcrebj. supplies took time in materialising. On the 
other hand, the Air Adviser who was posted in London, was a rep- 
resentativc, of the Air Force. He had his professional duties. But, 
in his diplomatic capacity he  maintained liaison with the RAF and 
carried out studies of any developments of interest in that country 
By his contacts with the Royal Air Force he was able to get the  
emergent demands met from RAF's own supply. For instance. thev 
had an undertaking from the RAF that whenever they needed sup- 
plies on AOG priority (aircraft on the ground) they would release 
certain supplies. 

3.31. In cases where they felt that the suppliers were bt ing 117- 

reasonable w ~ t h  regard to prices. the R A F  and Ministry of Defence. 
U K. had been helplng them in exerting pressure? on the trnde :>I- 1 
asking them to effect supplies on rates comparable to t h  sc (311 w h ~ c h  
they were themselves obtaining them 

3.32. To a question. how security considerations were taken carc 
of under the existing arrangements. particularly in respect of s u ~ ~ l ~ ~  
of sensitive and critical items. the witness stated that the trade U.K. 
would not supply such items except with t h ~  knov7lrdct. 1.f the Gov- 
~ r n m e n t  there. However. there was an und(,rstanding with the  
U.K. Government that such purchases would nr l t  i v  disclosed tc, 2 
third country. 

3 33 The Committee cnqu~rcd whether thc o: clers pl~cccl on 
DGISM could not be routed thrr ueh the Air Advlscxr The, m~tncsc 
stated that this experiment had been tried hut it added to paper 
work and was also time consumine He h o u T e v ~ r ,  a d m i t t d  that ?he 
best course would b r  to keep both of them informed so that thcv 
could conrdinate with each other 

3.34. In a further note on this subject the  Ministrv h a w  stated 
that the qurs t ;m of transfer of work repardine the  purchase of 
stores in the U.K. from the Service Advisers to ISM was previously 



discussed in a meeting of Secretaries held on 30th May, 1969 where- 
in it was decided that no change need be made in the existing 
procedure. 

(The transfer of procurement work from Service Advisers to 
ISM, London, was suggested in the report dated 3rd May, 1966 by 
Shri  A. D. Pandit, former Secretary, Ministry of Supply, Technical 
Development and Material Planning.) 

(b) Spares 

3.35. The Committee enquired as to when the need for the spares 
was felt and when indent was placed on the UGISM. The represen- 
tative of the Mm~st ry  of Defence explained that the need for such 
]terns was a continuoub one and Indents were placed periodically ac- 
cording to assessment made from time to t ~ m e .  In the present cas? 
the indent placc~i on the UGISM lor 52 items was dated 27th Sep- 
tember. 1965 As there was cr~ticnl shortage for these spares which 
was holdmg up the rcyail of the amraf t ,  in J a n u a q ,  1966 a revised 
list of 35 ltems agalnst the earlier projection for 52 ltems was pre- 
paled and a contiact for thost.  terns was final~sed by the DGISM 
with a firm in M ' I I c ~ .  1966 thct period of supply bcing 12 to 14 
months Thus the supplres were expwted to materialise in March to 
May, 1965 Meanwhile. realis~ng thc~ crltlcal nature of thc require- 
ments, the Air Headquarters sent a letter to the Alr Advlser askmg 
h ~ m  to procure 6 of the Items from the U K Government sufficient 
quantities of which were availablt. with them immediately. 

3.36. In reply to a questlon as to why there was a delay of -,IX 
months In placlng t h t  contract after the recelpt of the indent, the 
representative of the Department of Supply stated that normally it  
requlred 3 to  6 months to call for quotations from Trade and finalise 
the contract The indent was received by ISM on the 7th October, 
1965, tenders were callcd on 2nd November, 1965 and thc contract 
was finallsed on the 22nd March. 1966 

3 37 The Comn~lttc-+ c q u l r c d  whethcr the fact that tlic storcs 
were b a n g  procured from the firm at cheaper rates was known to 
the Alr Adv~sel anti \r hether any actlon was taken bv him to qet , 
rtductlon in the prrcca The wrtness statcd that "at the tlme LV,. 
wf2rt8 not rcx:illv tonwrned w ~ t h  ~ ~ r i c c ~ "  There was also t h ~  genera' 
nndcrstant111:g that "'I'ht, ItAF will charge u.; reasmable priccs. '" 
In this case alco i t  ha5 t)trm vrrified that they dld charge reasmr 
nhly. Rathcr wc got lower prlces from them btcausp rhy: g&;.c us 
t h e  benefit of 1961 priccs for some rrasons" 

3.38. The Comm~t te r  asked for particulars c3f same items prcrcured 
hy the Director General. 1.S.M and Air Adviser a t  different rates 
du~ing the last three years. The Ministry of Defence have stated 



that "the compilation of complete list of such items will need con- 
siderable time and effort." They have given however, the following 
"representative list" of such ]terns with data about the prices paid 
by the two procuring agencies: - 

SI. . 1)o~ript1011 Qty. l'urchascd Ircun I'urcl~ascd hy 
No. AlOD kKAI;! D(;ISM Londo11 

I'ricc 1x.r ulllt I'ricr pcr I'llit 
\. ti.  ,$ $. d. 

- 
3. 39. In the Committee's opinion. these two cases underscore the 

need for better co-ordination between the DGISM, London a t ~ d  the 
Service Advisers to the High Commission in London in the lnntter 
of proc~~rement of stores and equipment. In the first case, the Air 
Adviser was able to obtain cheaper rates from the RAF for stores 
for which DGISM had in the same month placed orders with the 
trade in U.K. In the second case, the DGISM was able to procure 
stores from the trade at rates below that at which they were order- 
ed by the Air Adviser three months later The overall, differences 
in cost in both the cases on the stores procured was Rs. 1.01 lakhs. 

3.40. The Committee consider it essential that better coordination 
should be secured between them so that the rates paid by them for 
the same item do not vary. For this purpose, the Committee would 
like the following course of action to he adopted: 

(i) The indenting authorities in India should, while raising 
indents on the Service Advisers as  well as the ISM, Indi- 
cate in each of the indents the prices previously paid for 
these stores procured through both the agencies. 



(ii) Copies of contracts placed by ISM in so far as they per- 
tain to the requirements of the Services, should be endors- 
ed 60 the Service Advisors and vice-versa so that each of 
these purchasing agencies would know what prices had 
been paid for common items of stores procured by them 

3.41. The Committee also consider the period of nearly 6 months 
taken by DCISM in finalking a contract for supply of equipment 
urgently needed by Air Headquarters after receipt of indent, as 
excessive. They feel that DGISM has to streamline its procedures 
in order to attend expeditiously to defence requirements. 

Defertiwe work in an airfield 

Audit Paragraph 

3.42. As part of works for developing an air base two contracts 
for. estcnsjon and strengthening of taxi tracks (Iis. 45.55 iakhs) m d  
runways (Rs. 106.10 lakhs) were concluded by n Chief Engineer in 
December, 1962 and January, 1963 respectivelv. The works were 
completed in May, 1963 and in January, 1964 the airfield was taketi 
over by the Air Force for use. In  May, 1964 t h e  Ail Force reported 
~~nr ious  defects in the  airfield such as:- 

( i )  water-logging of runway; 

zii)  cracks unewnness in the concwte slabs in runway and 
taxi tracks and potholes; 

( i l l  rough edscx i n  joints. etc 

3.4:1. I n  Fc>i,runry. !96fi rhrmical nnal\.~is of core samples of the 
ronc~y tc .  ~~r;cci by t h t ~  con trartors showed that tht. concrct,: x t u a l l y  
used by thtb c.nntr;~ctort; i n  fh(x runway>. and thc taxi trarks was 
33.33" per cent and 27.27 p c ~  cent respectiw!y leaner than that speci- 
Acd in t h r  c n ~ t r n c t .  It \vils. therefore. prnpnsed to recover Rs.  30.03 
Inkhc for tl;c runwavs and R.;. 8.34 lakhs for the t ~ v i  tracks from the 
respective contractors for the substandard works t~secutc(l ' ~ y  thc~rr. 

- - -- 
*Audit have  intimated later that the percentages mentioned incll- 

cate the proportion of tested samples found deficient and not the 
extent of deficiency in the samples 



3.44. The contractors, however, challenged the decisicil mainly 
on the  ground that- 

(i) no sub-soil drainage was provided for in the design (of the  
works) which was responsible for unevenness of slabs etc., 
caused by unequal settlement of subsoil;  

(ii) they were not responsible for substandard work pointed 
out after the maintenance period; and 

(iii) chemical analysis of the coneretc was not provided for in 
the contract. 

3.35. When the dispute was referred in May. 1967 to arbitration 
Govcrnmcnt's claim for thc runways contract i4;as rejected by th r  
arbitrator: the aivard in the tasi  tracli c o l i t r ~ ~  is still a~vai tcd (Dc- 
cember. 1968). 

3.46. Rs. 65 lakhs have since bern sai~ctioncd In D t w m l ~ e r ,  1968 
fcr resurfacing the runways and tasi  tracks (Hs. 40 Iakhs) and for 
providing drainage of the area (Rs. 25 lakhs). 

3.47. The Ministry ha\-e stated (January. 1969) that in \.it-w oi thc 
en:ergency the works had to be complt,tcd at top speed in  , I  short 
period of 4 months and. therefore, some shortcomings in I!:e quality 
of the work could not be avoided with the best su.pervisiori and 
control. I t  was further stated that the Engineer-in-Chief w h , )  tssa- 
mined the case in detail has concluded that there was no l a y e  on 
the part of the supervisory staff. 

[Paragraph 23, Audit Kt-port (Dcfcxncc. Servic*es). 19fi9.1. 

3.18. During e\;ldrbnc<. the Cornmittec. dosil-c,d tn know t h e  clrc51inl- 
stances in which the work was undertakvn. Thc ~,~.prcser~t;lltive I:! 
the Ministry of Defence stated that a!: a result. of certain devclop- 
ments jn l%l.  (;overnment gave dircctior~s f v  bringings the forcc-s 
to a statc of readiness "Out of thls dirc~ctivr. 2 list of ;I numhrr  
of airfields was drawn up which wert- to hr got readv. by April. 1963. 
It  was a specific Government decision that in a short timi. 11 or I ?  
airfields were to be got ready". While in  the case of ot11r.r air fields 
work was started somewhat earlier-. the decision to takc u ~ )  ,.:-ork in 
the  present casr was taken only about six months prior i ~ .  it..: com- 
pletion in May, 1963. Because of certain special conditions. it took 
two months to call for tenders and to take decision thereon. For  
instance, the contractor stated that h t  was required to do a big job 
in a concentrated period of time. Since the  capital outlay involved 
was very much higher than normal. he  asked for Govcrnnwnt loan 
for undertaking the work. The request had therefore to be examin- 
ed. Thus oniffour months w t r r  left for this particular tenderer tcl 
do the  work "and according to the engineer i t  is really a trihutc to  
the t e ~ d e r e r  that in four months he could do a job cf th i s  
magnitude." 



3.49. The representatiue of the Ministry added: "When you take 
a decision to do a work in  a peiiod of four months you have got t@ 
take with it  of four months you have got to take with i t  cer tain 
other consequences. This is obviously a n  abnormal situation and the 
work is being done in a abnormal rnL;.lner. You cannot then apply 
the normal standard tests o i  measurements or other tests which you 
would otherwise carry out. Certain risks were inherent in this. 
situation. What was paramount was that you should have a mini- 
mum operational facility available for using an aircraft. Leaving 
aside the work of permanent drainage and other work, the contrac- 
tor was asked to take up the work of the runway a t  the site as a 
priority job." 

3.50. The Cornmiltee pointxd out  that, though the works v/erc. 
completed in May, 1963, the airfield was taken over by the A i r  
Force only in January, 1964. They therefore enquired about the 
reasons for the delay. The representative of the Ministry stated 
that "there wertl a number of inadequacies in the airfield. The Air 
Furce, thercfol.e, felt that they would like these deficiencies rc~~noved 
because they would possibly have some effect on the wear and tear- 
elf the aircraft". Stwndly,  othcr works had been taken in hand viz. 
construction of blast ptms cbtc. as part of' a long term projrct c ) f  bn 
airfield which also came in the way  of operational use of the airfiel& 
t o  some extent. 'ffiirdly. the cniergency by then had eased some- 
what ,  and ther-rforc. it  \{.as felt they would rather wait for complc- 
tion of t h e  works and rt,ctification of the dcfects though. "if thrre-  . < 

xvr.re a n  crncrgtvt nwd.  they would at a pnch  have used that air- 
f Pld " 

3 51 Thc~ Conln~rttce c1nquirr.d ivhen thc d c f c ~ t s  irere first not~ccd. 
The w~tness  stated that these were not~ccd in May. 1963 when the. 
:\I!-ficld was offertad 11y t!~c contractcr. A few of them were rectified 
dur!ng the. ~ n a ~ n t c n a n c ~  prbr~od of one yeal alter completr~n of the  
\\TI r k 

3 52 The Cornmittet~ asked whether the work was supervised 
rillr~ng c-sc,cutron and u ~ h t * t h e ~  any dcfccts wc.re noticed at that t~nlr* 
and  ~f so. whether the! were got rectified immed~ately. The witness 
c xplamed the posrtlrm as follows "The procedure brieflv is this. 
r1ftc.r the contract la xceptcd and durlng its execution the englneer 
In chargt. who IS rcspcmsihlr for the work supervises the work from 
time tc~ trrnc, and issues notrc .s to the contractor if the work is not 
emng on properly. If thew are an\.. defects during the currcncy of 
thr  work, these arc brought to the notice of the contractor. and recti- 
fied dunng the execution When the work finishes (in this partl- 
w la r  caw ~t was in Mnv 1963) thc Enrgfncrr in Charge takes over 
the work frnm the cnntractor. and makes nut a list of all the defects 
noticed. gives it  to  the  contractol and makeq sure that these a re  rec- 
t ~ f i ~ d  The third stage is when the user takes n w r  t h t  work: a t  that 



:stage, too, a joint inspection is carried out and any further defects 
.noticed a re  passed on to the contractor for rectification. So, there 
.are three stages, and these were followed in this particular case". 

3.53. In a written note un this point the W i s t r y  have stated ss 
.follows: 

"Defects of various nature were noticed in both the works 
durlng execution. on completion and during the mainten- 
ance period. During the execu ticn, the  defects were  
pointed out m o s t b  through site order books. The defects 
left unattended or noticed afresh were pointed out to the 
contractors a t  the time of completion to be rectified, along 
ivith the completion certificates. Defects noticed during 
the maintenance period of one veal- afte: complt t~on were 
communicated to the contractors. . . . Every time a 1ettc.r 
was issued, a fresh list of defects was pointed out to the 
contractor deleting those which were attended to and ad?- 
Ing those which were new. The majority of these defecis 
were attended to between 1st October. 1964 and 2nd Feb- 
ruary. 1965." 

3.54. The Committee pointed out that ahout one third of t h e  \vorX 
~n one case and onc fifth in another, was Sound to be sub-standard 
and enquired whether this being so. the Micistry were still bound to 
takc~ o17er the airfield after expiry of the maintcnanct. pericd a n d  
thus absolve the contractor. The witness stated that "there is a 
little misunderstanding about the amount of work that was sub- 
standard. . The samples which were chem~cally anal?.sed werc 
done very much later. in 1966. and t h ~  pro\~ocutlon for taking these 
samples and analyslng them ~ v a ,  not l)(~,iusc. t h e  Enc~nc  C I  z were 
nh m ~ t m  or at  the tlme of t a k i n ~  nvc.1 the  work con\inced that there  
was some substandard work In thr w a r  of mislnq of cement but 
that was because the SPE ~nqui ry  had started at  that t ~ m e  and in 
pursuance of that, these samplrs \wre  taken and the result-- obtainrcl 
by chemical analysis. The technical opinion on this matter is very 
firm and they are unaninious that the taking of sarnplr>s oi this kind 
subsequently and analvsinfi them is no quide to thc fact whether a 
certain quantity of ccnicnt was nc:ually used or not used This is 
not a practice which they recc)mmend or follow, and in fact. to cor- 
roborate that our own Enrlineers were not taking a wrong view. this 
opinion has been cbtained from other technical agencies which also 
carry out wnrk of "is kind. namely the C.W.P.C.. the C.P W.D. nnd 
the Railways.. . . they have confirmed this opinion that the sample 
analysis e~-post-facto is no indication of the actt~al quantitv (lf 

cement used." 

3.55. The Committee note on this point that the Central VigiIance 
'Commission to whom this case was referred constituted a technical 
Committee in September. 1969 to report on the extent of reliance to 



be placca on chemical analysis of concretes and mortars and ule 
tolerance percentage upto which deviations from specifications mighr. 
'be accepted. The conclusions of the Technical Committee were &s 
follows: - 

(i) The extent of reliance that may be placed on chemical 
analysis for determining cement content in a particular 
mix. 

"If as  a result of such assessment, reasonable grounds s r e  
found to exist to suspect that the strength of the work 
is below its expected strength, chemical tests could help 
to establish whether the work has suffered in strength. 

"Complete reliance may not be placed on the results of 
chemical analysis by itself to arrive a t  the quantities of 
cement that have gone into a particular item of work. 
These data, however, form useful confirmatory evidence 

in cases where the strengths or other properties of 
mortar or concrete are found on inspection and after 
carrying out other tests to be manifestly below that 
are generally expected for works of similar kind and 
of like specifications. Tests based on chemical analysis 
are also useful in investigating local failures and can 
form a basis for devaluing items of work which appear 
on physical examination to have fallen below the speci- 
fied standards 

" (ii) The tolerance percentage upto which deviations from 
specifications may be accepted. 

The assessed quantity of cement ~n the sample tested may 
dcvlatr from the quantity of cement that has actually 
gontb in Inlo its manufacture by 5 per cent to 15 per cent 
i f  the tests are carried out by a skilled analysis and 
provided that representative samples of fine and coarse 
aqgrcgntes are available for blank tests. While apply- 
Ing the results to the work as a whole, however, the 
margin of error can become wider still, due to the 
difficulties in taking truly representati\~c samples of thr  
work as a whole Errors of 20 per cent to 25 per cent 
on an average are not unl~kely." 

3.56. The Cornnuttee enqu~rcd whether the supervision exercised 
by the E-in-C's organlsation during the construction stages was 
adequate. The representative of the Ministry :tated that. "In a 
normal situation, if any rush work has to be done, we can stop 
some other work and concentrate staff and equipment on this work 
and yet get the job done in an A-I manner. In this particular case, 
the emergency was not only a t  the site of work but i t  was all over 



the  country. .  . .The amount of work we  had to do in 1961-62 through 
the  M.E.S. was of the  order of Rs. 32 crores. In 1962-63 we actually 
executed work of the order of Rs. 67.87 crores." He added "In this  
particular case.. . .it is unfortunate that because of shortage of staff 
on account of the big spurt of work which was taken on hand in 
1962, we could not either sanction or position the same amount  of 
staff which the importance of this work would justify." The  repre- 
sentative of the Ministry further stated that "Against one garrison 
engineer required we had one, against 4 Assistant garrison engi- 
neers, we had only 2 on site, against 6 Superintendents, Grade I re- 
quired, u.e had only one, against 12 Superintendents Grade 11, w e  
had only 7." He added: "Apart from this. the mechanical equipment 
which would have done the work more adequately with better 
finish was also not available. So labour intensive methods had to be 
adopted." 

3 57 The w~tness  u e n t  on to sw that " s~ncc  we urerc .short of 
techn~cal personnel to c a n )  out the supervision we  inducted assist- 
ance from other technical bodtcas We had a two-men team from 
the Central Road Research Institute an entirely outslde mdependent 
body whose technical officers on the spot \yere observ~ng thls and 
reporting on those observat~ons not only to the C h ~ e f  Engmeer of 
the -%-my but also to the Central Road Research Ins t~ tu te .  t h e  parent  
body uhich had loaned them, and the reports of those people a r e  
a\ allablc on record to pro\ e that thr) havt, done thl i  supervwon " 

3.58. The Eng-neer-in-Chef added that "the object of the  team 
was to test the compaction of thc soil when the ufork was going on, 
and also that the compressive strcngth of the concretc laid was also 
satisfactory. This lvas later on tested by the CRRI by testing ou t  
different samples, and it was found that the strength of the concrete 
was of the correct order. As far as the strength of the runway is 
concerned, it is satisfactory and according to specificat~ons . . . . Thtb 
trouble a-ose i~ccause of tht: nature of the so11 where. u o  cannut 
have suh-soil drainugt. In the sc.ttlt%ment of th t -  sl;rbs there was lack 
of ~:!liform~ty and this cause-;-l minor differcnci.~ rn l c v e ! -  hctivcen 
slabs." 

3 59 When asked hettlc.1 a n o t h r ~ ~  ilte w ~ t h  hettcl facilltles 
could not be chosen for the allfic Id the rcpresentatlve of the  Mm- 
~ s t r q  stated that "ir, t h s  p a r t ~ a l a t  c d s c  the s ~ t e  was pre-determined. 
The:? ir a5 no yuestron thdt In :how four months we were able to  
survey and acquire another s ~ t c  ' "There was a small airfield there 
and what was takcn up wa5 the st] cng*thcning and exp:rnslon of the 
runway to meet the emergcnc.vV 



3.60. To a question whether any designing work was done a t  the 
initial stage and whether the drainage question cropped up a t  that 
time, the Engineer-in-Chief informed the Committee that as far as 
drainage was concerned, "they had gone into the question and pro- 
vided kachha drainage because that was what was possible within 
the four months." As for the specifications for the runway, the 
CRRI were not consulted. The designing was done by their own 
Engineers based on their past experience. In reply to a specific 
question whether the site was suitable, the Engineer-in-Chief affirm- 
ed ''I would say the site was suitable". The representative of the 
Air Hcadquartcrs adderl: "This particular site has a definite strate- 
gic place in the operations of the Air Force. The runway was not 
h ~ d t  purely bccausc an airfield was in exis!ctnce there, but because 
11 filled a place in the operational plan of the Air Force. It  is un- 
i'oi'tunate that this airfield has not been available to us for some 
time, b ~ ~ t  we have e i w y  intention of operating fighter aircraft from 
this airtield when it is ready." 

:{ 61. Thv Ctmmittr.cb were giiven to understand that the Air 
i , . :: \i:ing j n f o ~ ~ n c ~ l  tht. Alr Command in Ma?. 1964 of their views 
rcynrding thc quality of work done by the contractors. These were 
at \,:~riance with those of the engineering authorities. The Commit- 
tee enquired when exactly the joint inspection of the airfield was 
c;trricd out by the engineers and the Air Force authorities before 
it \\.as taken w.er by the latter and what their views in the matter 
..-:ere. The> Ministry have stated that the joint inspection was 

. r r t  i c d  out 1 3  a Board of Officers which assembled on 10th Januarv. 
1'3ti.1. The Ministry have, at the instance of the Committee. furnish- 
ed a copy of the note from the Air Force Wing pointing out the 
defrcts  in thtb air.ficld. The Wing had iirter nlio stated:- 

"Sinccb the arrival of the squadron (February. 1969). intensity 
of flying has not been very great as weather conditions 
during the p r i o d  have b e n  unfavourable for fly in^. 
In spite of this limited air traffic. condition of the runway 
has deterlorated to an extent ivhich has @\.en cause for 
concern A letter on the subject \\as addressed to M.E.S. 
reprt-sentati\.es. . . but matter was also discussed with 
C.E. but in C.E.'s opinion the iwn\vay condition was good. 

2 Though this W ~ n g  is not competent to culruneilt upon the 
tcchn~cal aspects of the runway, it IS felt that head- 
qualters Air Command should bc made aware of the 
present state of runway w h ~ c h  is quite likely to  deterio- 
rate with the progress of monsoon Following facts about 
the runway are submitted for consideration:- 

(a) Aftcr rains, the runway is water-logged a t  many places. 
This water-locqing can lead to serious accidents as the 
take-off and ianding speeds of the.  . . .aircraft are quite 



conducive to what is known as the "steam burns'* 
leading to punctures. I t  is obvious that no proper 
camber has been provided on the runway. 

(b) The run~vay and the taxi-track slabs have cracked a t  
many places. The approximate number of such slabs 
must be more than 40 with varying degrees of cracks. 

( c )  Some of joints between slabs have been haphazardly 
filled with a tar macdam mixture. There are a number 
of such fillings. The rough edges in such joints a r e  
Ideal for tyre bursts. 

(d) Quite a number of slabs do not have smooth surfaces. 
In certain slabs the quarry used in the mixture a re  
showing on the surface. 

(e) In certain cases the standard slab dimensions have been 
reduced whilst carrying out repairs for defective slabs. 
Smaller slabs may perhaps have lower L.C.N. 
specifications. 

( f )  Thc  runway inspection has shown that at  many places 
there are potholes of I?" to 6" width which are a 
real danger to aircraft taxing, taking-off or landing. 
This danger cannot be overemphasised. Some of these 
holes have been filled with just plain tar which is 
washed away in rains or melted with heat. 

3. Thc potholes have revealed that the material can be easily 
scraped u,:th an ordinary sharp edge. Whc~ther this 
~-un\vny ui:l withstand the intensit!. o f  operation .is 
to be seen. The nature of present defccts are such that 
the-e n ~ l l  certainly be aggravated with he;!\-\- rain. 

4 L>!!k:cnce of oplnlon, does exist on the s u b ~ c ~ 1  Letween the 
A l  E S and the An- Force. Notwithstanding t h ~ s  difference 
oi orln1on. there 1s the vital question of saft%t\ of valuable 
a r c ]  aft and even more valuable pilots " 

;.ti:! The Co:ri~r!ittee enquired at whose instanct. the SPE 
enyulry was lnltiated and what their findings were. The Ministry 
have stated in a note that the SPE enquiry "was started on the basis 
of certain information received by the C.B.I. in September. 1964. 
The S.P.E. held the Engineer-in-Charge of the taxi track work "rcs- 
ponsible for neglect of duty which was not only rendered the work 
of a wry  important nature substandard but also caused pecuniary 
advantaw to the contractor to the tune of a lakh of rupees being 
the minimum cost of 23366 bags of cement. This has resulted in 
corresponding loss to Government of Rs. one lakh. I t  has also re- 
commended that action be taken for the recovery of this amount 
from the contractor concerned." 



3.63. The Committee were informed during evidence that as a* 
result of the S .P.E . enquiry, the disciplinary aspect was referred 
the Central Vigilance Commission (CVC). The C.V.C. reported as. 
follows:- 

"The charge that Shri . . . . . . was responsible for wrongfully 
causing loss to Government and causing the execution of 
substandard work is not sustained; the charge of failure 
t~ maintain absolute integrity is also not provided, the 
charge of failure to maintain absolute devotion to duty 
is proved. On the one charge on which the inquiring 
officer felt that it has been proved, the CVC took a 
different view. While agreeing on the exoneration on 
two chargrs, they did not accept the findings on the third 
charge against the officer; they advised that the entire 
charge against Shri. . . . . .may be treated to have been 
not proved and the officer exonerated." 

3 64. The Committee enquired whether the arbitrator in the 
runway contract case had given any reasons for rejecting Govern- 
mmt's claim. The witness stated that no reasons had been recorded 
by the Arbitrator nor it was necessary for him to do so. In regard 
to the taxi tradccontract, the witness stated that the arbitration 
proceedings were still pending. When the Arbitrator retired, he ,  
was requested to continue. As his terms Ivere very unreasonable 
Government decided to appoint another officer who was still in 
service. This position was contested by the contractor whose view 
\vas that t h ~  arbitration proceedings could not be changed from one 
arbitreto! to another. HP h32. therefore. taken the matter to the 
Court. A decision was now awaited. 

3 65 To a question Lvhether Government's posltron in this case 
lvas inherently weak slnce the wtness had himself stated earlier 
(Para) that a c c o r d ~ n ~  to the englneer it was really a tribute to the 
tenderer that in four months he could do a job of this magnitude. 
the representative of the Mlnistr y stated that, "The Engineers and 
the Enginwring-in-Chief with whom I had discussed are cnlpha- 
tic that he carried out the ~vork In quantity as well as according to 
specifications that was entrusted to him under the contract. It is 
on their opinion that I expressed my view that it was quite an, 
achievement of this contractor or anyone else with labour intensive 
methods to execute the work of this magnitude." 

He added, "Government can go against an Arbitrator's verdict 
only on the ground of corruption or of his acting nrala-fide. For us 
to prove that he had acted 1na1a fide in this case was just not possible. 
because we did not have the evidence for that. About the Govern- 
ment's position I would like you to know that we are between one. 



st001 and ancrther. Even if we feel that the work which has been 
d o n e  is in accordance with the contract, we will still be questioned as 
we are being questioned today about the adequacy or inadequa 
t h e  contract, The technical opinion in this particular case all a "r ong Of 
has been that the contractor is not at fault and there is no case against 
'him. We have got this technical opinion on record more than once 
.given by the Engineer-in-Chief that according to the terms of the 
contract the contractor has fulfilled his conditions and there is no 
ground for going against him, yet, we went to fight a case on the 
%asis of those poor samples. sub-standard mix and so forth, which 
were  taken, but as accepted bv engineers. not necessarily by people 
'like me." 

3.6'6;. The Committee enquired whether the works sanctioned in 
.December, 1968 at an estimated cost of Rs. 65 lakhs would really be 
adequate to make the airfield fit for operational use in view of the 
apprcllcnsions about suitability of the site and absence of sub-soil 
cirxinagt.. The representative of the Ministry stated: "In a matter 
.of this kind Government has to  abide by the opinion of their techni- 
r.al expe~ts .  Obviously, there would be two or three alternatives to  
,the action which we have taken. One would be to abandon this 
;airfield. find andher  area, acquire fresh land and build a new air- 
field ah initio according to permanent specifications taking the 
requisite amount of time necessary for them. I am quite sure that 
alternative would have cost us many, many times more. The second 
alternative would be to scrap the runway and taxi-track, go down 
to the soil, do the sub-soil drainage and relay all your concrete and 
things again, taking all the necessmy safeguards. Even this alterna- 
tive, I am sure, will cost much mare than what has cost now. Also, 
there will be the time factor involved in doing that. So, I take it 
that the decision is based on a totality of considerations. Having 
spent so much .money it is better to spend some more to rectify this 
airfield than to scrap entirely the work which has been done." Asked 
%to state his views in the matter, the E-in-C replied: "I can assure 
you that urith the work which we will now be doing as far as the 
runway and drainage are concerned, it would be useful and up to 
the same standard as any other normal airfield." To a question 
whether any further investment over and above Rs. 65 lakhs already 
sanctioned would be required, the witness replied "At present there 
is no expectation of any more expenditure than this. This is based 

.on the assessment of the deficiencies which have to be rectified." 

3.67. The Committec enquired whether the work would be exe- 
~ u t e d  through the same contractor. The witness replied "When we 
-started proceedings against him, we stopped giving work to the 
-contractor. In the first case, now the arbitration has gone in.his  
favour. There is now no ground for blacklisting him. In  the other 
sase,  a view has yet to be taken." 



3.68. In a further note on this subject the Ministry have stated 
as follows: 

"Work sanctioned in December, 1968 for improvement to 
runway and area drainage has not yet been completed. 
The work consists mainly of two portions, Rs. 38.75 la& 
for runway and Rs. 23.49 lakhs for the area drainage. The 
work on area drainage has been taken in hand and will 
be completed within time scheduled for completion. It 
has, however, not been possible to commence work on the 
runnway as  even leading contractors are not coming for- 
ward to do the work inspite of issue of tenders twice. Only 
the National Building Construction Corporation LM. (a 
Government concern) has quoted twice for this work but 
their rates are very high and unreaponable. Their latest 
quotation in spite of economising the specifications, has 
shot up to Rs. 57.08 lakhs approximately from Rs. 51.71 
lakhs approximately quoted in the first instance, against 
Rs. 38.75 lakhs sanctioned in the administrative approval. 
The firm has attributed the reasons for their high quota- 
tion due to disturbed mrking condtions in Assam and 
unpredictable efficiency of local labour to handle this 
type of work, while importing of labour from outside is 
resented by the local population. The work may now 
have to be taken in hand with departmental labour." 

3.69. The Committee enquired whether the airfield was being 
put to any use at present. The representative of the Ministry stated 
that "some small use is being made occasionally by transport air- 
craft and helicopters also." He added "The position is not that we 
are loth to using this airfield unless we have to; the position is that 
if we had an emergency, we would use it even today and we are 
going ahead to make it as usable as any normal airfield. That is 
our intention.. . . . . .Of the eleven or twelve projects taken up, you 
will And that this is the only one which was built in four months 
and this is the only one that has suffered these defects. All the 
other airfields including the air field built by the same contractor 
have not shown the same trouble because they had more time." 

3.70. The Committee enquired about the remedial measures 
taken in the light of the experiences in this case. The Ministry have 
stated in a note that "Instructions have been issued to all exe- 
cutive formations on works of quality concrete. Further, in order 
to achieve high standards of work, fleld laboratories have been act 
up at various levels to keep control on the quality of materials and 
workmanshfp, as the work proceeds". 

854 (Ail) -10. 



3.71. The Committee are of Che opinion that the Military Engin- 
eering Department accepted sub standard work done by the con- 
tractors in respect of the runway as well as taxi-tracks. The 
representative of the Ministry of Defence stated that in the view of 
the engineers, "it is really a tribute to the tenderer that in four 
months, he  could finish a job of this magnitude". The engineers of 
the M.E. Department could not, in the circumstances of the case be 
expected to express a contrary view. In any case it is difficult to 
square this view with the findings of the user (the Air Force)who 
reported within four months of taking over the work that the con- 
dition of the air field "has given cause for concern" and raised "the 
vital question of safety of valuable aircraft and even more valuable 
pilots." Listing the defects found in botth the taxi-tracks and the 
runaway, the Air Force Wing pointed out they, "have cracked at 
many places" creating "pot holes", "of f" to 6" width which are a 
real danger to aircraft taxing, taking off or landing". The Wing 
reported that the pot holes "revealed that the material can be easily 
scrapped with an ordinary sharp edge" "with some of the holes filled 
with just plain tar which is washed away in rains or melted with 
heat". It was also stated that no proper camber. "had been provi- 
ded on the run away," which was "waterlogged at many places" with 
the further possibility of this condition "getting aggravated with 
heavy rains". This, they pointed out "can lead to serious accidents" 
when aircraft take-off on land. 

3.72. It is also significant that laboratory analysis of certain sam- 
ples of concrete used in the run way and taxi-tracks though carried 
out rather belatedly-disclosed that the concrete used was "leaner 
than specified in the contract." The Ministry of Defence have stated 
that the technical opinion is that such sample analysis camed out 
ex-post-facto cannot yield reliable results. However, the Committee 
find that a team of technical experts constituted by the Vigilance 
Commission to go into this question came to the conclusion that, 
while "complete reliance mag not be placed on the result of chemical 
analysis" and "errors of 20 per cent to 25 per cent on an average are 
not unlikely". these data could still provide "useful confirmatory evi- 
dence in cases where the strength dr other properties of the mortar 
or concrete are found, on inspection and after carrying out other 
tests, below that generally expected". In any case, the fact remains 
that the Defence authorities have been obliged to carry out further 
works for improving the condition of the air field at a cost of b. 65 
lakhs. This constitutes as much as 43 per cent of the original cost of 
the work. 

3.73. The Committee also feel that the designs for the work whkh 
were drawn up by the M.E.S. were defective. There was for in- 
stance an omission to provide adequate sub-soil drainage. The ab- 
sence of this and "a proper camber" for the runway led to uneven 
settlement of the sub-soil, with all attendent consequenm, such as 
water-logging, cracks etc. 



3.74. in the light of the foregoing position, the Committee feel 
that the case needs to be re-investigated to ascertain whether under 
nomad circumstances, a work of this kind would have deteriorated 
to the extent reported, unless it had not been satisfactorily executed. 
The question whether and to what extent the designs for the work 
were defective should be also examined in the course of this re-in- 
vestigation. The Commitkee sugged that thd re-hw7stigsthn be 
done by an independent body of professional experts. Based on 
their findings, appropriate action should be taken. 

3.75. One other aspect of the case calls for comment. Govern- 
ment apparently took an inordinately long time to finalise the preli- 
minaries in connection with this work. Sometime in 1961, it was 
decided that the Services should be kept in a state of readiness and 
a list of 11 or 12 air-fields was drawn up to be got ready by April, 
1963. However, preliminary examination of the work in connection 
with this particular airfield was not completed till December, 19621 
January, 1963 when the contracts were concluded. As against a 
period of one to two years that Government took to finalise the preli- 
minaries in connection with the work, the contractors were given a 
period of 415 months for actual execution of the work. It should be 
examined why this situation arose, particularly in the execution of 
work that W& considered of an emergent nature. 

3.76. The Committee note that it may not be possible to proceed 
against the contractor who executed the work on the run way, as an 
arbitrator to whom the case was referred did not give a decision in 
favour of Government. The other case relating to the work on taxi 
tracks is still stated to be under arbitration. The Committee would 
like to be apprised of the outcome of the arbitration proceedings. 
Premature construction of residential accomnaodation for Air Force 

units 
Audit Paragraph 

3.77. Government sanctioned in March 1964 a project for provi- 
sion of accommodation for a certain unit at  a station. The project 
inter alia included construction of 41 quarters for the married per- 
sonnel of the unit. Even though the works relating to the technical 
accommodation for the unit were yet to be released for execution, 
construction of the residential accommodation was taken up in De- 
cember 1964 itself. These were completed between November 1965 
and June 1W at a cost of Rs. 7.01 lakhs but are still lying vacant 
(December 1968) as the unit is yet to be set up. 

3.78. Similarly, at  another station where a certain unit was being 
set up, accommodation for the married personnel was built in Sep- 
tember, 1966 before the construction of the technical accommodation 
for the unit was finally approved. The residsntial accommodation 
(consisting of 58 quarters) costing Rs. 11 lakhs is lying vacant as 
the unit has not yet been established (December 1968). 



3.79. The Ministry have stated that the cincumstances in which 
the units were not positioned as planned could not be foreseen and 
that, for easy planning and economy in providing external services, 
construction of the re5idential accommodation had been taken up 
along with that for certain other units. 

3.80. It is, however, difficult to see why, for ease of planning and 
economy in providing external senrices, actual construction of the 
residential accommodation need have been taken up before com- 
mencement of construction of the technical accommodation. 

[Paragraph No. 24--Audit Report (Defence Services), 19691. 

3.81. In their note dated the 25th February, 1970, the Ministry of 
Defence have stated that the vacant quarters at both the stations 
were being looked after properly and there was no danger of their 
occupation by unauthorised persons or any damage being caused to 
the buildings. It was also stated that there was no scope of these 
quarters becoming permanently surplus to requirements. 

3.82. The Committee find that in both the cases mentioned in the 
Audit paragraph the construction of residential accommodation at a 
cost of Rs. 18.81 lakhs preceded the construction of technical accom- 
modation to be provided to the two units which were to have been 
positioned at these stations. The accommodation has, however, not 
been utilised, as the units have not so far been stationed at  these 
places. While delay in the positioning of units due to unforeseen 
circumstances is understandable, the construction of residential quar- 
ters before any provision has been made for technical accommodation 
for the units shows a deficiency in planning. The Committee would 
like to be informed when the decision not to set up the units was 
taken and whether at that time the feasibility of stopping further 
construction of accommodation was examined. The accommodation 
should also be transferred forthwith to other needy organisations, 
if there is no prospect of their use by the Services. 

Land requisitioned for a work 

Audit Paragraph 
3.83. In February, 1964 Air Headquarters sanctioned construction 

of a bomb dump to permanent specification at a station at a cost of 
Rs. 43.20 lakhs. 

3.84. Initially, it had been thought that for that work 38 acres 
of land would be required. This was later increased to 45 acres and 
a revised sanction to expenditure of Rs. 46.37 lakhs issued in Octo- 
ber, 1964. However, at the suggestion of the civil authorities 72 acres 
of land were actually requisitioned and taken over in September, 
1964, the recurring compensation therefor being Rs. 47,530 per annum 
in addition to an initial compensation of Rq. 1.15 lakhs. Later, due 
to a change proposed (May 1967) in the design of the bomb dump 



to temporary specifications, a Board of Officers reassessed that only 
18 acres of land would be needed. The excess 54 acres of land al- 
ready requisitioned have not been released so far (January 1969). 
The compensation for the 54 acres of land (which are not required) 
from September 1964 onwards is thus unfruitful. This amounted 
to Rs. 2.41 lakhs upto January, 1969. A major part of this land is 
under unauthorised occupation by the owners themselves. The 
Ministry have stated (January 1969) that the fluctuations in the land 
requirements at the station were on account of the constant review 
necessitated by the changing role of the station. Even so, there was 
no justification for requisitioning when 45 acres were (according to 
the sanction) required, 27 acres in excess. The compensation for 
that excess land upto January, 1969 was Rs. 1.20 lakhs. 

3.85. Between 1964 and 1966 stores worth Rs. 7 lakhs were also 
collected for the project. As execution of the project has not yet 
been taken up (January 1969), Rs. 6.97 lakhs worth of stores have 
been transferred to other projects. The expenditure on handling, 
freight care and custody and other incidental charges of those stores 
was Rs. 1.83 lakhs. 

[Paragraph No. 27-Audit Report (Defence Services), 19693. 

3.86. In their note dated the 25th February, 1970, the Ministry of 
Defence have stated that the civil authority had advised the Air 
Force "regarding the area to be requisitioned taking into considera- 
tion the need to avoid sub division of holdings." The areas (72 acres) 
suggested by the civil authority was accordingly accepted by the Air 
Force- It  was further stated that the field authority could not "take 
over the land in excess of the administrative sanction." But the 
land was taken over in accordance with the advice of the civil autho- 
rity in anticipation of the sanction from Air Headquarters. 

3.87. Explaining the reasons for the delay in re-assessment of 
land and the reasons for not releasing 54 acres of land when the 
requirement of land was reduced in May, 1967 to 18 acres, the Min- 
istry of Defence have apprised the Committee of the following posi- 
tion: 

"In June 1965, the Key Location Plan of . . . . . . changed from 
Fighter to Transport Squadron as a result of which the 
need for a Bomb dump in . . . . . . had to be reviewed. In 
November 1966, Air HQ decided to have a temporary 
Bomb Dump at  . . . . . . to meet their requirement. In 
August, 1968, Air HQ came to the conclusion that even 
though the KLP of . . . . . . was changed from Fighter to 
Transport Squadron the station may be used as a base for 
fighters during an emergency and, therefore, decided that 
a half permanent dump should be provided a t  . . . . . . ac- 
cording to the revised drawing for a dispersed Bomb 



Dump. The reduction of the requirement of land to 18 
acres in May, 1967 was on the basis of providing only a 
temporary bomb dump. . . . . . The reason for not releas- 
ing 54 acres of land in May, 1967 was that the various pro- 
posals mentioned above were only the thinking of Air 
Headquarters in the matter and as it was clear that the 
project sanction could be issued only with Government 
approval. Thus the decision to release the land could have 
been taken only after final Government decision on the 
scope of the project at . . . . . . In the meanwhile, a further 
change took place and Air Headquarters came to the con- 
clusion in June, 1967 that a temporary bomb dump would 
not do and that what should be provided in . . . . . . was a 
half permanent dump. This was finalised in August, 1968. 
"Having requisitioned the land with an area of 72 acres, 
it would have been embarrassing for Government to de- 
requisition the land and move for requisitioning the. land 
again later. Therefore, Air Headquarters decided to wait 
for a final decision on the scope of the project; unfortu- 
nately s:,me delay occurred in taking final decision." 

3.88. The Committee enquired whether it was a fact that the Min- 
istry of Defence had approved in October, 1969, the requirements as 
40 acres and authorised the derequisitioning of 32 acres. In reply, 
it has been stated: "The requirement of about 40 acres (39.74 acres) 
of land has been fixed on basis of War Reserve for Squadrons. The 
earlier requirement for permanent dump had been assessed as 45 
acres. But even though the new requirement is for half a permanent 
dump, the land required is 40 acres and in deciding the extent of the 
land, the Explosive Regulations have been fully kept in mind. The 
new site would be in accordance with the latest drawing approved 
in September, 1968." 

3.89. Regarding the unauthorised occupation of the land by the 
owners themselves, it has been mentioned that out of the total area 
of 72 acres requisitioned, approximately "41 acres had been encroach- 
ed upon". In spite of the request made by the Military Estates Oa- 
cer that no payment should be made to the owners pending proper 
enquiry, the civil authority made some 'on account' payments to 
persons concerned. 

3.90. The Committee consider that it was not appropriate for the 
Air Force Authorities to have gone in without proper sanction for 72 
acres of land for this project against the actual requirement of 45 
acres. It has been stated that this was done to avoid sub-division 
of holdings, but if this were so, it is not clear how proposals for de- 
requisitioning 32 acres have been approved by the Ministry of De- 
face .  It is clear that land was obtained far in excess of require- 
ments there was also avoidable delay in working out the require- 
ments as this process took about four years. 



3.91. The Committee have in their past reports repeatedly s t r e s d  
the need for the Defence Authorities to undertake a periodical r s  
view of the poaition in regard to acquired lands so that those which 
are not required might be speedily disposed of. A reference in this 
connection is invited to the Committee's observations in paragraph 
S.66 of their Sixty-Ninth Report (Fourth Lok Sabha), The C o d t -  
tee note from the replies furnished to them in this regard (vide page 
132 of the Ninety-Ninth Report) that the review is still in progress. 
The work should be expeditiously completed. 

3.92. The Committee also suggest that in this particular case ap- 
propriate steps should be taken to make recoveries from the owners 
of the land who are stated to have occupied part of the land in an 
unauthorised manner. The matter may also be taken up with the 
civil aukhority as to why compensation was paid to them inspite of 
the fact that the Military Estates OtIicer had made a request that no 
payment should be made to the owners pending proper enquiry. 

3.93. The Committee also note that stores worth Rs. 7 lakhs were 
collected for this project. But, as the execution of the project was 
delayed, Rs. 6.97 lakhs worth of stores had to be transferred to other 
projects and in that process Rs. 1.83 lakhs were spent on freight and 
other incidental charges. This expenditure of Rs. 1.83 lakhs could 
have been avoided if the project had been properly planned and exe- 
cuted Government should go into the question of delay in execution 
of the project and find out why a project conceived in February, 
1964 could not be executed even by January, 1969. 

Infructuous expenditure due to delay in release of surplus land 

Audit Paragraph 

3.94. For construction of certain buildings at an airfield 813 acres 
of cultivable land were requisitioned at a station in January, 1966 
at  an annual rental of Rs. 590 per acre. In April 1966 a Board of 
Omcers convened to reassess the requirement of land recommended 
that 252 acres out of 813 acres already requisitioned be released. 
This Board also resited some of the buildings as a result of which 
another 121 acres of land had to be requisitioned. While the addi- 
tional land was requisitioned in September 1966, release of the sur- 
plus land was approved by the Air Force Command Headquarters 
only in May 1967 and the land was actually derequisitioned in Sep- 
tember, 1967. The de.lay in release of the surplus land resulted in 
unnecessary expenditure of Rs. 1.49 lakhs (approximately) on pay- 
m a t  of rental. 

3.95. An enquiry has been ordered (January 1969) to inveqjigate 
the reasons for the delay in releasing the land. 

[Paragraph No. 28-Audit Report (Defence Services), 1989.1 



3.96. In their note dated the 25th February, 1970, the Ministry 
of Defence have stated that it was not correct to say that the need 
for 121 acres of land had arisen as a result of fresh assessment made 
i n  April, 1966. The Sitting Board constituted in April, 1966 was for 
the purpose of considering whether the Air Force requirements could 
be met in a lesser area of land. The Ministry of Defence have, how- 
ever, admitted that "there was a n  avoidable delay in issuing orders 
for the derequisitioning of the surplus 252 acres." 

3.97. Regarding the result of the Court of Inquiry, the note has 
pointed out that the Court was unable to suggest any disciplinary 
action against the concerned Officer who had since retired. 

3.98. This is yet another instance where land in excess of the ac- 
tual requirement was not derequisitioned in time with the result that 
there was unnecessary expenditure of Rs. 1.49 lakhs towards rental 
of the land. An inquiry held into the case disclosed that disciplinary 
action could not be taken against anyone as the concerned officer had 
retired. The Committee would like Government to take necessary 
steps in order that such cases do not recur in future. Assessment of 
the requirements of land should be done at the initial stage realisti- 
cally so that it does not become necessary to de-requisition the land 
subsequent1 y. 



GENERAL 

4.1. The Committee have not made recommendations/observations 
in respect of some of the paragraphs of the Audit Report (Defence 
Services), 1969 relating to the Ministry of Defence. They expect 
that the Ministry will none-the-less take note of the discussions in 
the Committee and take such action as is found necessary. 

NEW DELHI; ATAL BIHARI VAJPAYEE, 
April 28, 1970. 
.- - - - - - - -- - -- 

Chairman, 
Vaisakha 8, 1892 (S. )  Public Accounts Committee. 



APPENDIX 
S u w r y  elf main conclusions 1 Recommendations (Referred to in 

para 4 of introduction) 

S. Para Ministry/ 
No. No. of Department 

Report concerned 

Conclusions/ 
Recommendations 

1. 1.62. Deptt. of The Committee are far from happy 
Defence about the progress achieved in the 
Production. manufacture of this weapon. The in- 

vestment in the project, which was 
sanctioned in 1959, has by stages am- 
ounted to over Rs. 9 crores. 184 wea- 
pons were to be produced in three 
phases, the first phase covering 60 
weapons to be completed by April, 
1962, later changed to Odober, 1964. 
The rate of production was also to be 
scaled up by degrees to eight units per 
month starting from November 1967. 
None of these expectations have been 
realised. The 60 weapons to be pro- 
duced in the first phase were actually 
completed in August, 1967 i.e., afier a 
delay of 3 years. The maximum rate 
of production achieved so far has been 
2.5 units per month-less than even 
what was contemplated in 1964, when 
it was fixed as 4 per month. The subs- 
tantial shortfall in production has 
compelled Government to resort to 
import of this wea,pn at a cost of 
over Rs. 5 crores. It has also led to 
the accumulation of imported corn- 
ponents and sub-assemblies valued at 
&. 1.14 crores, which can be used up 
only when production is stepped up. 

2. 1.63. -Do- Apart from shortfall in produc- 
tion, the target set for indigenisation 
of production of components has also 



not been achieved. It was expected 
that 80 per cent of the components 
would be indigenously made by 1964. 
The present position however is that 
43 per cent of the components still 
continue to be imported. 

3. 1.64. Deptt. of The Committee are aware that the 
Defence production of a complicated weapon 
Production. of this nature will present difficulties 

in the situation which obtains in the 
country e.g., lack of adequate indus- 
trial base, know-how etc. But it would 
appear that the Defence authorities 
consistently over-simplified these diffi- 
culties and set fanciful targets for 
production at every stage, even after 
having become aware of the diflcul- 
ties that arose. As late as November, 
1965-after the project had worked 
for over six years-Government spnc- 
tioned provision of extra facilities for 
raising the scale of production to 8 
units per month, though till then the 
average production had not exceeded 
1 per month. 

4. 1.65. -do- The Committee note that Govern- 
ment are themselves exercised over 
the slow progress of the project and 
have set up a Departmental Cornmit- 
tee to go into this question. The Com- 
mittee would like the work to be ex- 
peditiously finished, and to be appris- 
ed of their findings as also of the 
measures to correct the existing si- 
tuation. 

5. 1.66. -do- Apart from lack of adequate know 
how and various other procedural de- 
lays, an important factor which appa- 
rently retardd the progrese of the 
production would appear to be the 



fact that co-operation from the fore- 
ign collaboration has not been so ra- 
pidly forthcoming. I t  was stated dur- 
ing evidence that at the initial stage 
"there was difficulty in getting all the 
drawings etc." from the collaborators 
and this, in turn, led to delay in pro- 
curement of plant and machinery 
needed for indigenous production. The 
Committee would like it to be im- 
pressed on the collaborators that the 
progress in production has not been 
satisfactory and that they have to 
share the responsibility for this state 
of affairs. For the future, Govern- 
ment should examine what safeguards 
should be built into collaboration ag- 
reements of this type, so that the col- 
laborator gets a stake in ensuring that 
contemplated production schedules 
are achieved. Ultimately the solution 
to the problem lies in developing ex- 
pertise in the country through inten- 
sified research and development 
effort. 

1.67. Deptt. of The Committee also note that 16 
Defence out of 159 machines for which orders 
Production. were placed between February 1966 

and May, 1966, as part of the pro- 
gramme to step up production are 
still to be received, though they were 
to have been received between April 
1966 and April 1969. Government 

- ,  should take steps to ensure that these 
machines are delivered without fur- 
ther delay. It is essential that pro- 
duction be stepped up, apart from 
other reasons, for ensuring that im- 
ported components worth Rs. 1.14 
mores, now lying unused, are utilised 
before their shelf-life expires. 

-- -- -- 



7. 1.68. Deptt. of The Committee observe that this 
Defence weapon is no longer in use in the 
Production. country of manufacture, which has 

switched over to surface-to-air mis- 
siles. The Committee have in para- 
graph 1.20 of their Ninety-Ninth Re- 
port (Fourth Lok Sabha) already 
stressed the need to develop missile 
technology in the country, in the con- 
text of developments elsewhere in the 
world. In any programme for future 
production of this weapon, it is ne- 
cessary that Government should keep 
in view its plans for development of 
missiles, so that production is based 
on a proper appreciation of the role 
and scope for use of this weapon vis- 
a-vis others proposed to be developed. 

8. 1.69. -do- The Committee note that 3057 
fuzes for this ammunition produced 
indigenously at a cost of Rs. 40,0CJ(l 
have turned out to be defective. Due 
to production not having been satis- 
factorily established, Government 
have been forced to resort to import 
of fuzes. 60,000 numbers were import- 
ed in 1964, 1,20,000 numbers in 1987 
and an, identical number in 1968. 

9. 1.70. -do- It is a matter for concern to the 
Committee that it has not still been 
possible to identify the cause for 
failure of the indigenous fuzes. The 
matter needs to be pursued with the 
collaborator who should be asked to 
rectify the fuzes at his cost and re- 
imburse Government for the losses 
sustained. The Committee would also 
like to be apprised of the steps taken 
to stabilise indigenous production at 
a satisfactory level, so that imports 
could be avoided. It seems particularly 
necessary to stop imports, as imported 
fuzes are stated to be costlier than fn- 
digenous fuzes. 



10. 1,110. Deptt. of 
Defence 
Production. 

The Committee are concerned to 
observe that ammunition worth Rs. 
3.58 crores imported for the use of the 
services has turned out to be defec- 
tive. It has been stated that the firm 
which supplied the ammunition has 
agreed to rectify the defects at their 
cost and that a programme for this 
purpose is being worked out. The Com- 
mittee would like the arrangements to 
'be speedily finalised and intimated to 
them. 

The orders for the @-port of this 
ammunition valbed at Rs. 7.22 crores 
were placed with the firm in Septem- 
ber, 1966. The ammunition was "re- 
ceived in several lots on different 
dates" till, in February 1968, Govern- 
ment decided, after testing the arnmu- 
nition, that further imports should be 
stopped (after a little over 54 per cent 
of the 'contracted' quantity of arnmuni- 
tion had been delivered). The 'check 
proof' on the ammunition are stated to 
have been carried out on different 
dates between June 1967 and June 1968, 
and their results to have become avail- 
able between February 1968 and De- 
cember, 1968. The Committee would like 
Government to investigate why the re- 
sults of the check-proof b e m e  avail- 
able so belatedly, and whether this de- 
lay made timely action for stoppage of 
further import impossible. It should also 
be investigated whether there was de- 
lay in starting the check proof irnrne- 
diately after the first consignment of 
imported ammunition was received. 

The Committee were also given to 
under*nd that the ammunition was 
tested before import and the inspection 
tests were carried out by the experta 
of a foreign country, when observers 
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from our country were also present. It 
is not clear how the fact that the am- 
munition was defective in the matter 
of dispersal as well as range escaped 
notice during this inspection. The Cam- 
mittee would like this aspect of the 
matter also to be thoroughly investi- 
gated. 

The Committee would like to be a p  
prised of the findings of the investiga- 
tion into all the foregoing points. 

13. 1.113. Deptt. of The Committee observe that in- 
Defence lgenous manufacture of this ammuni- 
Production. tion was undertaken in June 1967 in 

collaboration with the foreign s u p  
plier. As the ammunition produced in- 
digenously was also found to be defec- 
tive, further production has been sua- 
pended. The financial repercussions of 
the suspension of production was esti- 
mated at one stage as Rs. 25.85 lakhs, 
though it has been stated that the final 
position in this regard is still to be 
worked out. Government have inform- 
ed the Committee that negotiations are 
in progress with the collaborator for 
rectifying the defective ammunition. 
The Committee would like to point out 
in this connection that the mllabora- 
tion agreement casts an obligation on 
the collaborator to supply material of 
the highest quality for purpose of pro- 
duction. It should therefore be impress- 
ed on the collaborator that any rectifi- 
cation will have to be at his cost, and 
that he would have to reimburse Gov- 
ernment for the losses sustained as a 
result of stoppage of production, after 
the losses are finally assessed, The 
Committee would like these negotia- 
tions to be e x e t i o u s l y  Analised and 
to be apprised of their outcome. 

14. 1.114. -do- One point relating to the indi- 
genous production of the ammunition 
calls for investigation The Arst lot of 

- _ ,  . . I--- - --_1_ - 



ammunition is stated to have been pro- 
duced "in early 1967", and "subjected 
to proof in April, 1967" when "disper- 
sion in range and accuracy beyond 
Range Table limits was observed". It 
is not clear why in the circumstances 
the bulk production of the ammuni- 
tion was commenced in June 1967. The 
Committee would like this matter also 
to be covered in the course of investi- 
gations into this case which they have 
suggested earlier. 

15. 1.115. Deptt. of The Committee would also like 
Defence Government to take note of certain 
Production. other aspects of the case which emerge 

out of the information furnished- 

(i) The production of a related am- 
munition was a!so taken up in 
the ordnance factories from April 
1964. The production of this 
ammunition which, according to 
the representative of the De- 
partment of Defence Production 
"did not present much difficulty" 
has consistently been falling 
short of targets since 1964-65. The 
indigenous cost of tail fins, one 
of the components of the related 
ammunition, has been Rs. 24.68 
each as against the imported cost 
of Rs. 15.48 per unit. Steps 
should be taken to bring up the 
production to the desired targets 
and reduce the cost of rnanu- 
facture of the tail-fins. 

(ii) It took more than two years to 
complete the civil works for the 
project which was sanctioned by 
Government in May, 1962. The 
civil works costing Rs. 1.95 lakhs 
were originally planned to be 
completed within 9 months i.e. 



by February, 1903 but were ac- 
tually completed only in August, 
1964. The Committee would like 
Government to take s t e p  to en- 
sure that similar delays do not 
occur in future. 

(iii) The commencement of produc- 
tion would also appear to have 
been delayed because certain 
items of plant and machinery 
were belatedly ordered. I t  was 
stated during evidence that the 
collaborator did not disclose the 
manufacturing designs a t  the 
time of negotiation and that 
therefore the need for these items 
of equipment could not be vis- 
ualised. The Committee are not 
very happy that this occurred 
and would like Government to 
take adequate steps to protect 
their interests in negotiations of 
this kind with collaborators 
which they may undertake in 
future. 

16. 1.125. Deptt. of The Committee observe that Gov- 
Defence ernment incurred an extra expenditure 
Production. of Rq. 6.02 lakhs on the manufacture of 

23,000 number of a component of a 
weapon in a public sector company, 
when an ordnance factory was produc- 
ing the same item at lower cost. Further 
orders for production of 15,000 numbers 
of the same component had also been 
placed with the Company. It has been 
stated that "matching capacity" for 
production of this item and another 
component has been set up in the Com- 
pany which it is necessary to utilise. 
The Committee would like Government 
to examine whether the capacity in the 



17 1.126 Deptt. of 
Defence 
Production. 

company could be put to more econo- 
mic and alternative uTes, so that pro- 
duction of the component could be ma- 
ximised in the ordnance factory which 
is manufacturing it at a cheaper cost. 

The Committee also obseme that 
in respect of the other component of 
the same weapon the labour and ma- 
terial costs are higher in the ordnance 
factory than in the Company. The rea- 
sons for this should be investigated and 
steps taken to reduce these elements 
of costs. 

This is another instance where pro- 
duction of an item undertaken with 
foreign, collaboration fell short of anti- 
cipated levels necessitating imports to 
the tune of Rs. 27.40 la&. The case 
illustrates the need for ensuring that, 
where foreign collaboration is wught, 
i t  is on such terms, which will give the 
collaborator a stake in ensuring that 
the stipulated prduction schedules are 
achieved. The Committee have made 
observations on this point elsewhere in 
this &port. 

Though the shortfall in production 
was caused by a variety of factors, one 
major factor was that the collaborator 
who was to supply technical document- 
ation by December, 1963 did not com- 
plete the supply till July, 1!%6. In the 
agreement executed with the collabora- 
tor there was no penalty clause to bind 
him to supply the technical deocuments 
with+- the stipulated period. The re- 
Vjsentative of the Department of De- 
rence Production admitted during evi- 
dence that the incorporation of such a 
clause in agreements of his nature 
would be desirable. The Committee 
- - - .I_ -I_ _ _  -. _. _ _ _  



trust that this point will be kept in 
view in any arrangements made with 
foreign collaboration in future. 

Deptt. of 
Defence 
Production. 

-do- 

-do- 

do- 

The Committee note that this item 
is being produced for an aircraft which 
has been in service for quite some time. 
The Committee trust that in any future 
programme for production of this item, 
Government will keep in view their 
plans in regard ta phasing out of this 
aircraft so that production does not 
continue beyond a predetermined date. 

The Committee observe that a 
wagon containing charges required for 
the manufacture of this item was mis- 
placed for two months after which i t  
was traced out and sent to the consi- 
gnee. This raises the vital question of 
security of valuable defence consign- 
ments. The Committee trust that in 
future it will be strictly ensured that 
any consignment containing ammuni- 
tion or any vital defence material is 
sent with proper escort. 

In the Committee's view, this case 
spotlights the ~eaknesses  in our d e  
fence production programme arising 
out of the gaps in indigenous know- 
how. This project was started as far 
back as 1957. It envisaged the indige- 
nous production of a new type of arn- 
munition required by the Army out of 
which an annual saving in foreign ex- 
change of Rs. 58 lakhs per annun was 
expected to accrue. After thirteen 
years, the project has still not got off 
the ground and the imports continue, 
the last batch of imports valued at Rs. 
3.05 crores having been made in 1967. 

The efForts to produce the ammu- 
nition have so far failed, because .fore- 
ign sources from which help had been 



24 1.164. Deptt. of 
Defence 
Praduction. 

25 1.165 Min. of 
Defence/ 
Deptt. of 
Defence 
Production. 

expected initially showed "absolute re- 
luctance" to pass on the designs and the 
drawings. Attempts were thereafter 
made to produce on our own two out 
of three vital components of the am- 
munition, i.e., the propellant, the cart- 
ridge case and the fuze. Propellants 
worth Rb. 9.29 lakhs were manufactur- 
d in an ammunition factory in 1965 but 
when they were tried out there were 
"two serious accidents." The cartridge 
case presented difficulty because special 
steel needed for their production was 
not available to specifications from the 
steel producers in the country. The 
machines imported for the production 
of these cases at a cost of Rs. 8.17 lakhs 
had frequent break-downs and produced 
cases which were "not. . . .completely 
cylindrical." 

The Committee have already em- 
phasised in paragraph 1.20 of their 
Ninety-Ninth Report (Fourth Lok 
Sabha) the need to step up research 
and development effort in the field of 
defence production. This case illustrates 
how urgent this need is. The Commi- 
ttee have been given to understand that 
that Research and Development Orga- 
nisation has succeeded in producing a 
propellant which has given "encourag- 
ing results" in trials. The Committee 
have no doubt that the propellant will 
after further trials thbt are proposed to 
be carried out, be developed expediti- 
ously to facilitate speedy production of 
the ammunition. 

The Committee would like to 
mention certain other pointa arising 
out of this case:- 

(i) The firm which supplied the 
equipment for manufacture of 



cartridge cases should be 
speedily prevailed upon to re- 
ctify the defects noticed in the 
equipment. 

(ii) Civil works in Defence P ~ ~ u c -  
tion are at present taking an 
inordinately -long time. 1 n  the 
inRant case the works were ad- 
ministratively approved in 
1962, planned to be completed 
in 1964, but actually finished 
only in 1966. Other instances of 
this type are mentioned else- 
where in this report. In order 
that this may not become a 
bottleneck, adequate steps 
shauld be taken to ensure ex- 
peditious completion of civil 
works for future projects. 

(iii) The factory produced the 
propellants in this case unne- 
cessarily on a large scale (Rs. 
9.29 lakhs) . This was wasteful, 
considering that the propellant 
had not been prwed by then. 
I t  should be ensured that, in 
future, items which are to be 
proved in technical trials are 
not produced in quantities in 
excess of those reasonably re- 
quired for trial .purposes. 

(iv) The country is still dependant 
on imports for its critical re- 
quirements of special steels. 
The scope for establishing in- 
digenous production or an ac- 
ceptable quality should be exa- 
mined as a matter of priority 
by the Ministry of Defence in 
consultation with the D.G.TD. 
Any research support required 



for this purpose should be ob- 
tained from the C.S.I.R. or the 
Defence Research Labora- 
tories. 

26. 1.175. Deptt. of 
Defence 
Production. 

27 1.176. Deptt. of 
Defence 
Production. 

The Committee note that the De- 
fence Department continues to import 
forgings for making crankshafts for 
Nissan vehicles, though facilities for 
the indigenous manufacture of these 
crankshafts have been set up. Indige- 
nous manufacture was expected to 
commence in ordnance factories by 
June 1968, but this expectation has not 
materialised, due to the inability of 
the Defence Department to locate re- 
liable sources of supply for castings. 

The Committee have in their para- 
graph. . . . . . of their 104th Report 
(Fourth Lok Sabha) drawn attention 
to the existence of large unutilised ca- 
pacity in the casting- and forgings in- 
dustry in the country. The Defence De- 
partment should, therefore, endeavour 
to tap this capacity, so that imports 
could be done away with. For this pur- 
pose they should work out a program- 
me of action in consultation with the I)1- 
rector General, Technical Development. 
Efforts should also be made to bring 
down the cost of indigenous forgings 
which are at present much costlier 
than imported ones. 

The Comittee observe that as much as 
61 percent of the components of Nissan 
trucks are still imported. The Com- 
mittee would in this connection, like 
to draw attention to their observations 
in paragraph 1.39 of their Ninety-Ninth 
Report (Fourth Lok Sabha). A pro- 
grammq for accelerating the pace of 
import substitution should be quickly 
drawn up and implemented. 



1.179. Deptt. of 
Defence 
Production. 

1.212. Min. of 
Foreign 
Trade/ 
Deptt. of 
Defence 
Production. 

Q 

1.213. Min. of 
Foreign 
Trade/ 
Deptt. of 
Defence 
Production. 

The Committee regret to find that 
two tube drawing machines purchased 
in August, 1953 at a cost of Rs. 2.83 
lams were considerably under-utilised 
due to paucity of orders from the or- 
dnance factories, the utilisation being 
6 percent last year and 23 percent in 
the current year. Further, raw mate- 
rials worth Rs. 1.87 lakhs imported 
between 1953-54 and 1957-58 are still 
lying unutilised. Evidently, the pro- 
curement of these machines was not 
based on any realistic acsessment of 
requirements. Government should exa- 
mine whether these could, with suitable 
modifications, be utilised for other al- 
ternative jobs or else whether at least 
one of the machines should be disposed 
of. 

The Committee regret to observe 
that though the MMTC had substan- 
tial stocks of zinc which they later sold 
to actual users at reduced prices; they 
did not meet \the indents of the Ord- 
annce factories for 1531 tonnes of zinc. 
Consequently the Defence authorities 
were obliged to obtain their require- 
ments through the open market at 
higher rates which resulted in an extra 
expenditure of Rs. 12.26 lakhs. 

The Contention of the MMTC that they 
could not accommodate the Defence 
requirements as there had been delays 
of over a ye? on the part of the De- 
fence authorities in lifting stocks 
against previous orders, does not bear 
close scrutiny. From the information 
in this regard furnished to them, the 
Committee observe that the Corpora- 
tion were as much responsible as the 
Defence authorities for this situation. 
In re- of one sale note dated 20th 



31. 1.214. Min. of 
Foreign 
Trade/ 
Deptt. of 
Defence 
Production. 

-- .- - -- -- - 
November 1965 for 6156 tonnes of zinc, 
the material was tendered by the Cor- 
poration for inspection by the Defence 
authorities after about a year from the 
date the order was placed In respect of 
another sale transaction concluded on 
the same day for 200 tonnes of zinc, 
the Corporation took six months to 
segregate the material for inspection. 
In regard to two other sale transactions 
agreed to in October, 1966 for 1200 
tonne3 and 509 tonnes respectively, the 
st& could not be lifted pending set- 
tlement of the price which took about 
ten months. After this issue was set- 
tled, there was further delay on the 
part of the Corporation in furnishing 
particulars required for issue of ins- 
pection notes. In fact, supplies were 
eventually made only against the sale 
note for 1200 tonnes and no material 
was tendered for inspection against 
the other sale note for 589 tonnes. 

Another point is that the MMTC 
quoted a provisional price of Rs. 30.50 
per tonne to the Defence authorities 
(in the instant case) giving them a 
month's time to ha l i s e  the transaction. 
Yet when they decided later to sell 
the stocks at a concessional rate of 
R$. 2,700 per tonne, neither the ques- 
tion of reduAng the price quoted to the 
Defence authorities nor that of giving 
an adequate extension of the delivery 
period, was considered by the Corpora- 
tion. The least that the Corporation 
could have done in the matter was to 
have contacted the liaison offlcer of 
the DGOF stationed in Delhi to settle 
these issues. This was all the more ne- 
cessary as a t  the meeting of the Com- 
mittee of Economic Secretaries held on 
20th February, 1967, which the repre- 
sentative of the MMTC also attended, it 



32. 1.215. Min. of 
Foreign 
Trade/ 
Deptt. of 
Defence 
Production. 

33 1.216. Deptt. of 
Defence 
Pmduct.ion 

had been decided that the date for lift- 
ing the accumulated stock with the 
MMTC should be extended upto 30th 
April, 1W7. In the circumstances the 
MMTC could have easily accommodat- 
the Defence authorities both in the 
matter of price as well as extension of 
dates for finalising the transactions. 

Government as a policy is now 
canalising more and more imports of 
vital raw material through the public 
sector undertakings like the STC and 
MMTC. It is necessary that for meet- 
ng the vital needs of Defence and 

other Government priority projects, 
proper coordination is maintained bet- 
ween the consuming Government de- 
partments and the importing public 
sector undertakings. Government 
should prescribe how the requirements 
of defence, public sector undertakings 
and Government departments are to 
be met from such imports and the price 
at which these should be made avail- 
able to them. 

It would appear that the Defence 
authorities were on their part also lax 
in pursuing the matter even though 
they were experiencing "terrible" 
shortage of this critical metal at that 
time. The Committee And that two of 
the ordnance factories (Katni and 
Chandigarh) , to whom some exten- 
sion of delivery date was granted, fail- 
ed to lift the supplies by the extended 
dates. A third factory (Ishapur) delay- 
ed the inspection till 15th March, 1967 
by which time the stocks had been 
covered by sale to other eligible units. 
Another factory (Jabalpur) , could not 
obtain the supplies for reasons which 



34. 1.217 Min. of 
Foreign 
Trade/ 
Deptt. of 
Defence 
Production. 

35. 1.236. Deptt. of 
i Iefence 
Production. 

are yet to be explained to the Com- 
mittee. Yet another factory (Ambar- 
nath) initially declined the allocation 
made by the MMTC "due to a mis- 
apprehension". The Committee would 
like the Ministry of Defence to exa- 
mine why the ordinance factories fail- 
ed to take timely action on DGOF's let- 
ter dated 7th February, 1967 asking 
them to place orders immediately on the 
MMTC for the quantity of zinc ingots 
covered by their sale note of 3rd Janu- 
ary, 1967. The Committee would also 
like it to be examined how shortages 
developed in revpect of this critical 
item which is normally stockpiled by 
the Defence authorities. 

The Committee trust that for the 
future the MMTC as a public corpora- 
tion, would show a greater sense of ac- 
commodation in meeting defence re- 
quirements of critical items. It should 
also be impressed upon the ordnance 
factories that they should act in a busi- 
nesslike manner while provisioning for 
critical items, so that a case of this kind 
does not recur. 

The Committee observe that a 
firm, on which orders were placed for 
soap-bars costing Rs. 13.18 lakhs, s u p  
plied material which was found on tests 
to be "significantly below standard". 
Investigations into the case by the Spe- 
cial Police Establishment revealed that 
"the firm had deliberately cheated 
Government by supplying sub-standard 
stores whose value was not'even 50 
per cent of the contract value" and 
that the officials who inspected the 
stores "accepted mb-standard stores 
from the firm". Disciplinary proceed- 
ings against the afffcials are stated to 



have been initiated and final action 
against the firm is awaiting the finali- 
sation of the case in arbitration. The 
Committee would like to be apprised of 
the further developments in this regard. 

36 1.237 Deptt. of 
Defence 
Pmcluction. 

38 1.262 Deptt. of 
Defence 
Production. 
Deptt. of 
app ly .  

The Committee would also like 
the loopholes like substitution of goods 
while under bond in the suppliers 
godowns or under despatch, drawing 
of specially selected samples to con- 
ceal substandard quality etc. which 
came to light during the investigation 
of this case, should be plugged by lay- 
ing down of fool proof procedures. 

The Committee observe that the 
firm which supplied sub-standard soap 
bars also supplied soft soap costing 
Rs. 1.01 lakhs which was found sub- 
standard. The sub-standard map was 
accepted with a price reduction of 5 
per cent, but, after further storage, i t  
was found that part of the supply had 
deteriorated further. Investigations 
thereafter conducted by the Special 
Police Establishment revealed that the 
officer, who inspected the stores before 
supply failed to draw samples properly 
or label the containers from which the 
samples were drawn. The Committee 
have been informed that action has 
been initiated against the inspect@ 
officer and that notice has been sew- 
ed against the firm for recovery of the 
sum of Rs. 19,257, for which a suit will 
be fled. The Committee would like to 
be informed of further developments. 

The Committee observe that the 
DGOF in this case placed an indent 
with the DGS&D in February, 1965 for 
supply of 14 tonnes of ferro-tungsten 
without making any provision for fore- 
ign exchange. The DCOF had been ad- 



vised earlier by the C.S.I.R. that three 
Arms in the country had been licensed 
by them to produce f e r n  alloys but 
that this was with imparted raw mate- 
rials. The D.G.O.F. should have there 
fore obtained prior foreign exchange 
clearance before raising the indent on 
the D.F.S.&D. The omission to do this 
and the time spent later in getting the 
foreign exchange release resulted in a 
situation where the original tenders 
lapsed. When fresh tenders were called 
and orders placed, Govenment had to 
pay Rs. 3 lakhs extra. 

1.263 Min of 
Defence/ 
Deptt. of 
Defence 
Production. 

1.264. Min. of 
Defence/ 
Min. of 
Finance 

1.276. Deptt. of 
Defence 

The Committee would like the Min- 
istry of Defence to examine why the 
D . G .O .F . did not obtain prior foreign 
exchange release for this transaction in 
spite of the information received from 
the C.S.I.R. that the firms licensed by 
them for production of ferro-tungsten 
were dependent on supplies of raw ma- 
terial from overseas. 

The Committee would also like 
Government to devise adequate proce- 
dures to eliminate delays in release of 
foreign exchange required for meeting 
defence needs. 

The Committee observe that the 
DGOF placed orders on a firm between 

Production/ ~ a n u a r y  and October, 1964 for supply 
Deptt. of of springslleaves for Shaktiman trucks. 
supply. The firm could not adhere to the deli- 

very schedule due to delay in receipt 
of import licence from the Iron & Steel 
Controller for spring flats and had, 
therefore, to be granted extension of 
delivery period upto October, 1966. In 
the meanwhile, the DGS&D concluded 
rate contracts with four Arms includ- 
ing the one on which orders had been 



42. 1.277. Deptt. of 
Defence 
Production/ 
Deptt. of 
Supply. 

43. 1.289. Deptt of 
Defence 
Production. 

placed by the DGOF for supply of the 
springslleaves at cheaper rates, The 
relevant lists were, however, not re- 
ceived by the DGOF who came to know 
ceived by the DGOF who came to know 
about these only in June, 1966, by 
per cent of the supplies. Non-cancella- 
tion of the outstanding orders thus re- 
sulted in an avoidable loss of Rs. 1.50 
lakhs in this case. 

As it has been stated that can- 
cellation of the contracts would have 
had financial repercusdons, the Com- 
mittee do not wish to pursue this case 
further. However, the case clearly in- 
dicates that there was lack of co-ordi- 
nation between the DGS&D and the 
DGOF. The DGS&D has since decided 
to publish lists of the rate contracts 
concluded by the Organisation every 
month (instead of half yearly so that 
all indenting organisations, which make 
such purchases, are made aware of the 
terms of the DGS&D contracts. The 
Committee trust that this would el& 
minate recurrence of cases of this type 
in future. 

The Committee note that the 
C.B.I. are investigating into the various 
lapses1 that occured in an ordnance 
clothing factory where a special stock 
taking ordered by the DGOF in S e p  
tember, 1968 revealed a shortage of 
Rs. 2.62 lakhs worth of clothing ma- 
terial. The Committee trust that speedy 
action wiN be taken in the light of the 
Andings of the C.B.I. to fix responsibi- 
lity for the lapses noticed. The proce- 
dures should also be suitably tightened 
up with a view to ensuring strict con- 
trol on stocks and periodical stock tak- 
ing and reporting of the stock position 
to higher officers. 



44. 1.295. Deptt. of The Committee observe that after 
Defence a deficiency of 29,928 metres of canvas 
Production. valued Rs. 1.88 lakhs came to light in 

an Ordnance factory in August, 1966, 
three enquiries were held in the matter 
in September, 1966, November, 1966 
and April, 1967. The Committee regret 
that the DGOF has even now not been 
able to finalise the case after a lapse of 
three years. The Committee note that 
the second Board of Inquiry came to 
the conclusion, after a scrutiny of all 
relevant documents, that the shortages 
were due to issue of material without 
proper documentation. However, fur- 
ther investigations were considered n e  
cessary by he DGOF (December, 19681, 
with a view to ascertaining the indivi- 
dual (s) respon-ible for the lapseslir- 
regularity, if any and to suggest reme- 
dial measures. The Committee would 
like to be apprised of the action taken 
on the findings of the fresh Board of 
Inquiry. The Committee would also 
like to impress upon Government the 
need to emure that enquiries in cases 
of this nature are conducted promptly 
and thoroughly. As time is of essence in 
such cases, it is imperative that the de- 
faulting officials are brought to book 
with the least possible delay. 

45. 1.299. 40- The Committee regret to observe 
that due to cumulative administrative 
lapses over a period of time, deficien- 
cies lsurpluses involving several lakhs 
of rupees were noticed in February, 
1966, in a number of items of spares 
stocked in an Air Force Repair Depot. 
The Court of Inquiry ordered to go into 
the case found inter alia that 'super- 
vision', command and control over 
stock holders were inadequate' and 
the storage and accounting of stores in 
the unit to be unsatisfactory. 



46. 1.300. Deptt. of 
Defence 
Production. 

49. 1.310. do- 

Since deficiencies over Rs. 23 
lakhs could not have occurred suddenly 
in the course of one year it could be 
concluded that the earlier annual stock 
takings which had brought out defid- 
encies of a few hundreds only must 
have been perfunctory. This is also 
borne out by the findings of the Court 
of Inquiry. In view of this steps would 
have to be taken far ensuring proper 
stock taking in future. 

The Committee observe that re- 
midial measures have since been taken 
in pursuance of the obxmationsl re- 
commendations of the Court of Inquiry. 
They hope that proper watch would be 
kept on the working of the Depot in 
future so that such lapses do not recur. 

The Committee disapprove of the 
delay that took place in investigating 
this case. A complaint about misappro- 
priation was received in October, 1964 
and an audit of the accounts (by the 
Controller of Defence Accounts) was 
undertaken in December, 1964 which 
was completed in February, 1365. The 
case was, thereafter, referred to the 
Special Police Establishment in July 
1965 and it took over two years (i.e., till 
December, 1967) to complete the inves- 
tigation. In the meanwhile, one of the 
two officials involved in the misappro- 
priation died and the other was allow- 
ed to retire. 

The Committee are surprised that 
for investigating a relatively petty case, 
took the Defence Authorities and the 
Special Police Establishment over two 
years. 

It is evident that the case wes 
dealt with at all levels in the most 
routine fashion. The Committee would 



like Government to evolve a procedure 
to ensure that investigations in cases 
of this type atre completed within a 
prescribed period, say six months or 
so. Any delay, would only make as- 
certainment of facts and establishment 
of guilt difficult. 

51. 1.312 Deptt. of The Committee note that Govern- 
Defence ment have proceeded against the retir- 
Prduction. e3, official for his involvement in this 

case. They would like the proceedings 
to be expeditiously Analised. 

2.18. Min. of The Committee note that orders 
Defence/ were placed by the India Supply Mis- 
Deptt. of sion between 1865 and 1967 for about 
supply. 8,660 items of spares for the vehicles, 

on the basis of indents received from 
Army Headquarters. However, the 
Army Headquarters subsequently 
sought cancellation or variation of as 
many as 3,000 of the items indented for. 
Though the India Supply Mission would 
appear to have been successful in a 
few cases in cancelling the orders 
placed, a complete picture is not avail- 
able as the Ministry of Defence have 
not been able to indicate how many 
items of spares were indented for, how 
many were sought to be deleted from 
the contracts and how many were ac- 
tually deleted. Data on these points 
should be collected and the circum- 
stances which led to such large scale 
cancellations variations examined, ~ 1 %  
a view to ascertaining whether the 
provisioning was excessive and failed 
to take note of the fact that indigenous 
production of some of the items had 
been established. The Cornmitee would 
also like to be informed about the po- 
sition of utilisation of spares in respect 
of which efforts to cancel supplies were 
not successful. 



53. 2.24. Min. of 
Defence 

54. 2.48. Min of 
Defence 
Dcptt. of 
Defence 
Pmduction. 

The Committee are at a loss to com- 
prehend how, when a review carried 
out in April, 1988 disclosed that there 
would be a surplus of 30,440 pairs of 
rubber boots, after providing for 33 
months' requirements, i t  has now been 
stated that there would not be a sur- 
plus but a  deficit^ The fact that the 
Army Headquarters attempted to can- 
cel, but nusuccessfully, pending orders 
for boots would also indicate that 
there had been over-provisioning of 
this item. The Committee would like 
the matter to be investibgated further. 
The Committee also hope that the ex- 
isting stocks of boots will be consumed 
before their shelf-life is over and fresFi 
orders will be placed for the procure- 
ment of rubber boots only after ascer- 
taining the requirements correctly. 

The Committee note that out of 
496 Kamatsu tractors held by the 
Army, 140 are awaiting repairs. 
41 of these tractors have been 
off-road for more than four years. 
The Committee were told during evi- 
dence that maintenance spares for 
these tractors were not ordered from 
Japan in the beginning. Indents were 
placed from 1961 but supplies started 
only In 1965, when just 44 per cent 
of the total items indented for were 
received. Even by 1966 supplies had 
materialised to the extent of 55 per 
cent only. The Committee cannot vi- 
sualise how any machinery, especially 
one required for use in forward area 
and for rugged work could be ordered 
without the necessary percentage of 
maintenance spares. The matter may 
be enquired into and Committee in- 
formed. The Committee would also like 
instructions to be issued for avoidance 
of such repetition. 



55. 2.49 Min. of The Committee can only draw one 
Defence/ conclusion that there was neither ade- 
Deptt. of quate planning nor enough coordina- 
Defence tion between the Ministry of Defence 
Production. and Director General Ordinance Fac- 

tories in the matter of procurement of 
the spare parts from Japan. Right in 
the beginning when manufacture of 
Komatsu tractors was commenced in 
collaboration with Janpanese firm, some 
spare parts for each type of tractor 
should have been procured to meet 
emergent demands. This was necessary, 
particularly in respect of those criticle 
items which were not planned for ma- 
nufacture in India. 

56. 2.50. -do- The Committee observe that the 
models of the tractors had been rapid- 
ly changing in Japan and that had been 
giving rise to difficulties in the procure- 
ment of spares. To get over this diffl- 
culty, efforts should have been made 
to achieve rapid indigenisation by im- 
port substitution to the maximum ex- 
tent possible. But it would appear that 
enough efforts have not been made in 
this direction as even 85 per cent indi- 
genisation is still a target to be achiev- 
ed. 

d o -  The Committee were told that the 
tractors did not suffer from any manu- 
facturing defect and that the main rea- 
son for the tractors being off-road was 
that spares were not available. The 
Committee would like this point to be 
further investigated as it has been re- 
ported to the Committee that Kotmastu 
tractors supplied to the Dandakarayana 
Project have some inherent manufactur- 
ing defects. A reference in this con- 
nection is invited to paragraph 1.71 
of their 118th Report (Fourth 



Lo!: Sabha). Moreover, the Committee 
find that a large number of spares re- 
ceived between 1963 and 1969 have ac- 
cumulated with the DGOF. The ac- 
cumulation has reached such propor- 
tions that it became necessary to con- 
stitute a Group to segregate and sort 
out the spares. I t  is amazing that while 
tractors remained grounded with the 
Army for lack of spares in some cases 
upto five years. The D.G.O.F's. organi- 
sation should have been accumulating 
these spares without bothering to se- 
gregate them and to ascertain to what 
extent they would meet the b y ' s  re- 
quirements. The Committee hope that 
the segregation will be expeditiously 
completed and the spares speedily sent 
to the EME Workshops in need of them. 

Min. of 
Defence 

-do- 

The Committee note that in respect 
of the indents placed on BEML during 
the years 1966 to 1968 only 78 per cent 
of the spares were supplied till the end 
of 1969. Against indents placed on 
BEML in 1969, only 4 per cent of the 
items had been supplied upto Jkxrn -  
ber, 1969. The Committee would like 
measures to be taken to improve the 
supply position of spare parts. 

The Committee note that a large 
number of Tracked Carriers and Ar- 
moured Cars remained in the vehicle 
depots for more than 16 years al- 
though there was no scope for their 
effective use. Against the total stock of 
3.528 Tracked Carrien; and 290 Ar- 
moured Cars with the Army over a 
period of seven years, those in actual 
use by the units were very small. The 
experience of their actual use during 
the emergencies that amse in 1962 and 
1!W was also not very happy. Somc 



Min. of 
Defence 

Min of 
Defence/ 
Deptt. of 
Production 

Mln. of 
Defence 

modifications were carried out in 1962 
to keep the vehicles going and trials 
were completed in 1964. But then it 
was found uneconomical to carry out 
these modification6 on all those vehi- 
cles. In view of that position, there was 
no point in having retained those vehi- 
cles and action should have been initia- 
ted in 1964, if not earlier, for their 
disposal. I t  was admitted during evi- 
dence that it was only after the matter 
was raised by Audit that the question 
of their disposal was taken in hand. 

The Committee suggest that perio- 
dical reviews of all vehicleslequipment 
should be carried out and those which 
are beyond economical repair should 
be declared surplus and disposed of. 
Continuance of unserviceable vehicles 
in stock is also apt to give rise to a false 
Fense of security. 

The Committee note that the pro- 
duction of tanks is being stepped up 
and that as against the present indi- 
genous content of 55 per cent, its in- 
digenous content is expected to in- 
crease to 80 or 85 per cent by 1974. The 
Committee hope that these targets 
would be achieved and the country 
would be self-sufficient in tanks and 
also other types of arrnoured vehicles 
for which the schedule of production 
is expected to be finalised during the 
current year. 

The Committee consider it regrett- 
able that the Defence Department did 
not consult the civil administration 
before chartering a vessel for loading 
operations at the island. The Civil Ad- 
ministration took over the stevedoring 
work at the island at about the time 



the loading operation commenced, but 
the Defence Department was not even 
aware of this fact. It is not clear why 
the civil Administration could not 
complete the loading of the cargo 
within the time anticipated. The re- 
sult to this was that the operations got 
prolonged entailing an extra expen- 
diture of Rs. 1.04 lakhs. The Committee 
hope that cases of this type will not 
recur. 

Min. of 
Defence 

-do- 

-do- 

-do- 

The question as to who should bear 
the charges for the excess time taken 
(12 days) may be settled expeditious- 
ly with the Civil Administration. 

The Committee note that a sum of 
Rs. 76,988 is recoverable from the con- 
tractors in these cases as a result of 
awards made in arbitration. The Com- 
mittee would like to be apprised .sf the 
progress of recovery. 

These sums have become recover- 
able due to the contractors having been 
overpaid for the work. Disciplinary 
action against the officers and staff is 
stated to have been initiated. The 
Committee would like them to be ex- 
peditiously finalised and results inti- 
mated. 

The Committee are distressed to 
observe that the party profited at the 
expense of Government to the tune 
of Rs. 2.50 lakhs in this transaction. 
The godown was handed over to the 
party in January, 1965 a t  a rent of 
Rs. 4,430 p.m. on the understanding 
that it would be used by him or his 
business associates. The Department 
however failed to get a lease deed 



executed before handing over posses- 
sion. The result of this was that when 
the party sub-let the godoivn to the 
Maharashtra Government on a rent of 
Rs. 18,500 pm. shortly after taking it 
over, the Department found its hands 
tied and was unable to proceed effec- 
tively against the party. Action was 
sought to be taken against the party 
for violating the lease conditions by 
sub-letting the godown, ~chen there 
was in fact no lease, and it was also 
evident from the exchange of corres- 
pondence with the &arty that re  had 
not bound himself to any condition in 
the matter of sub-letting the property. 
It was only thereafter that the De- 
parment thought of invoking their 
absolute right to secure vacation of 
the property, but by that time they 
faced a legal impediment arising out 
of the invalidation by the Supreme 
Court of the Punjab Public Premises 
and Land (Eviction and Rent Reco- 
very) Act, 1959. 

67. 2.108. Min. of The Committee consider that the 
Defence question of taking steps against the 

party was not thought of by the De- 
partment till it was too late for them 
to take effective action. In any case, 
the Department were ill-advised to 
hand over possession without getting 
a lease deed signed The Committee 
would like Government to investigate 
how this occurred and take appropri- 
ate action. It  should also be ensured 
that in future Government prcperty 
is not handed over to private parties 
as lessee without getting a proper lease 
deed executed. 

68. 2.12. -do- The Committee feel that this case 
does not speak well of the efficiency 
of provisioning for the Services. 



___ _ __ - 
69. 3.13. Min. of 

Defence 

70. 3.14. Min. of 
Defence/ 
Deptt. of 
Supply. 

71. 3.15. Min of 
Defence 

-..- 
As early as 1961-62 action was ini- 

tiated on a demand for provisioning of 
129 radio vehicles to Air Force units 
which was considered an "urgent re- 
quirement." As in December, 1969, 55 
of these vehicles are still to be sup- 
plied bo the units. On present indica- 
tions it would appear that supply 
would be completed c.nly "by early 
1971". 

This inordinate delay has been caus- 
ed by lack of coordination at several 
stages. In the first place, it was decid- 
ed that 81 of these vehicles should be 
obtained from the commercial sector 
and D.G.S.&D. was accordingly asked 
to take procurement action. But then 
the chassis required for the manufac- 
ture of these vehicles were not releas- 
ed, even though the Department was 
aware that it was not being made in 
the commercial sector. I t  was only in 
July 1964 when the Defence Secretary 
was approached that these chassis were 
got released from by the Army which 
was manufacturing them, but by that 
time, the D.G.S.&D. had returned the 
indents stating that no supplier was 
forthcoming. In this manner, the De- 
partment lost over three years. 

In the second place, after it was de- 
cided in 1965 that the manufacture of 
these 81 vehicles should be taken up 
in an Air Force Depot, the Depertrnent 
took no action for nearly two years 
to place an order for metal sheets 
which were required for the produc- 
tion of these vehicles. It was explain- 
ed that due to the emergency that su- 
pervened other items of work had to 
be taken in hand, but the Committee 
are unable to understand how this jus- 
tifies a delay of two years, in processing 
an urgent requirement of the services. 
The result of this delay was that the 



72. 3.16. Min of 
Defence 

73. 3.39. Min. of 
Defence/ 
Deptt. of 
Supply. 

Depot could not tae up manufacture 
till August, 1969, when the sheets be- 
came available. 

The Committee have drawn atten- 
tion to another instance of this kind in 
paragraph 1.70 of their Ninety-Ninfh 
Report (Fourth Lok Sabha) where a 
delay of nearly 10 years occurred in 
supplying certain boats to the Navy. 
The Committee are perturbed at this 
lack of coordination and suggest that 
Government should immediately 
streamline their procedures to guard 
against recurrence of cases of this type. 

In the Committee's opinion, these 
two cases underscore the need for bet- 
ter co-ordination between the DGISM, 
London and the Service Advisers to 
the High Commission in London in the 
matter of procurement of stores and 
equipment. In the first case, the Air 
Adviser was able to obtain cheaper 
rates from the RAF for stores for which 
DGISM had in the same month placed 
orders with the trade in U.K. In the 
second case, the DGISM was able to 
procure stores from the trade at rates 
below that at which they were ordered 
by the Air Adviser three months later. 
The overall difference in cost in both 
the cases on the stores procured was 
Rs. 1.01 lakhs. 

The Committee consider it essen- 
tial that better coordination should be 
secured between them so that the rates 
paid by them for the same item do not 
vary. For this purpose, the Committee 
would like the following course of ac- 



tion to be adopted: 
(i) The indenting authorities in. 

India should, while raising in- 
dents on the Service Advisers 
as well as the ISM, Indicate 
in each of the indents the pri- 
ces previously paid for these 
stores procured through both 
the agencies. 

(ii) Copies of contracts placed by 
ISM in so far as they pertain 
to the requirements of the, 
Services, should be endorsed 
to the Services Advisors and 
vice-versa so that each of these 
purchasing agencies would 
know what priecs had been 
paid for common items of 
stores procured by them. 

75. 3.41. Deptt. of 
Supply. 

76. 3.71. Min. of 
Defence 

The Committee also ~wnsider the 
period of nearly 6 months taken by 
DGISM in finalising a contract for sup- 
ply of equipment urgently needed by 
Air Headquarters after receipt of in- 
dent, as excessive. They feel that 
DGISM has to steamline its procedures 
in order to attend expeditiously to de-- 
fence requirements. 

The Committee are of the opinion 
that the Military Engineering Depart- 
ment accepted substandard work done 
by the contractors in respect of the 
runway as well as taxi-tracks. The 
repesentative of the Ministry of De- 
fence stated that in the view of the 
engineers, "it is really a tribute t o  the 
tenderer that in four months, he could 
finish a job of this magnitude" The 
engineers of the M.E. Department could 
not, in the circumstances of the case 
be expected to express a contrary 

- -- ---- 



view. In any case i t  is difficult to 
square this view with the findings of 
the user (the Air force) who reported 
within four months of taking over the 
work that the condition of the air field 
"has given cause for concern" and 
raised "the vital question of safety of 
valuable aircraft and even more valu- 
able pilots." Listing the defects found 
in both the taxi-tracks and the runway, 
the Air Force Wing pointed out they, 
"have cracked at many places" creat- 
ing "pot holes", "of 112" to 6'' width 
which are a real danger to aircraft 
taxing, taking off or landing". The 
Wing reported that the pot holes "re- 
vealed that the material can be easily 
scraped with an ordinary sharp edge" 
"with some of the holes filled with just 
plain tar which is washed away in 
rains or melted with heat". It was also 
stated that no proper camber "had 
been provided on the run way", which 
was "water logged at many places" 
with the further possibility of this con- 
dition "getting aggravated with heavy 
rains": This, they pointed out "can 
lead to serious accidents" when air- 
craft takeaff on land. 

77. 3.72. Mln. of It is also significant that laboratory 
Defence analysis of certain samples of concrete 

used in the run way and taxi-tracks 
though carried out rather belatedly- 
disclosed that the concrete used was 
"leaner than specified in the contract." 
The Ministry of Defence have stated 
that the technical opinion is that such 
sample analysis carried out ex-post- 
jacto cannot yield reliable results. 
However, the Committee find that a 
team of technical experts constituted 
by the Vigilance Commission to go into 
this question came to the conclusion -- - --. .- - - --- 



that, while "complete reliance may not 
be placed on the result of chemical ana- 
lysis" and "errors of 20 per cent-25 
per cent on an average are not un- 
likely", these data could still ~rovide  
"useful confirmatoy evidence in cases 
where the strength or other proper- 
ties of the mortar or concrete are 
found, on inspection and after carry- 
invg out other tests, below that gene- 
rally expected". In any case, the fact 
remains that the Defence authorities 
have been obliged to carry out further 
works for improving the condition of 
the air field at a cost of Rs. 65 lakhs. 
This constitutes as much as 43 per cent 
of the original cost of the work. 

.78. 3.73. Min. of The Committee also feel that the 
Defence designs for the work which were drawn 

up by the M.E.S. were defective. There 
was for instance an omission to pro- 
vide adequate sub-mil drainage. The 
absence of this and "a proper camber" 
for the runway led to uneven settle- 
ment of the sub-soil, with all attendent 
consequences, such as water-logging, 
cracks etc. 

'79. 3.74. -do- In the light of the foregoing posi- 
tion, the Committee feel that the case 
needs to be re-investigated to ascer- 
tain whether under normal circumst- 
ances, a work of this kind would have 
deteriorated to the exetent reported, 
unless it had not been satisfactorily 
executed. The question whether and to 
what extent the designs for the work 
were defective should be also examin- 
ed in the course of this re-investiga- 
tion. The Committee suggest that the 
re-investigation be done by an indepen- 
dent body of professional experts. 
Based on their findings, appropriate 
action should be taken. 



3.75. Min. of One other aspect of the case calls 
Defence for comment. Government apparently 

took an inordinately long time to fina- 
lise the preliminaries in connection 
with this work. Sometime in 1961, it 
was decided that the Services should 
be kept in a state of readiness and a 
list of 11 or 12 air-fields was drawn up, 
to be got ready by April, 1963. How- 
ever, preliminary examination of the 
work in connection with this parti- 
cular airfie1.d was not completed till 
December, l962i January, 1963 when 
the contracts were concluded. As 
against a period of one or two years 
that Government took to finalise the 
preliminaries in connection with the 
work, the contractors were given a 
period of 415 months for actual execu- 
tion of the work. It  should ze examin- 
ed why this situation arose, particularly 
in the execution of work that was con- 
sidered of an emergent nature. 

3.76. -do- The Committee note that it may not 
be possible to proceed against the con- 
tractor who executed the work on the 
run way, as an arbitrator to whom the 
case was referred did not give a deci- 
sion in favour of Government. The 
other case relating to the work on taxi 
tracks is still stated to be under arbi- 
tration. The Committee would like to 
be apprised of the outcome of the arbi- 
tration proceedings. 

3.82 -do- The Committee find that in both the  
cases mentioned in the Audit paragraph 
the construction of residential accom- 
modation at a cost of Rs. 18.01 lakhs 
preceded the construction of technical 
accommodation to be provided to the 



two units which were to have been PO- 
sitioned at t h e  stations. The accom- 
modation has, however, not been uti- 
lised, as the units have nat so far been 
stationed at these places. While delay 
in the positioning of units due to un- 
foreseen circumstances is understand- 
able, the construction of residential 
quarters before any provision has been 
made for technical accommodation for 
the units shows a deficiency in plan- 
ning. The Committee would like to be 
informed when the decision not to set 
up the units was taken and whether 
at that time the feasibility of stopping 
further construction of accommodation 
was examined. The accommodation 
should also be transferred forthwith to 
other needy organisations, if there is 
no prospect of their use by the Services. 

:83. 3.90. Min. of The Committee consider that it was 
Defence not appropriate for the Air Force 

Authorities to have gone in without 
proper sanction for 72 acres of land 
for this project against the actual re- 
quirement of 45 acres. It has been 
stated that this was done to avoid 
sub-division of holdings, but if this 
were so, it is not clear how propo- 
sals for derequisitioning 32 acres 
have been approved by the Ministry 
of Defence. I t  is clear that land was 
obtained far in excess of requirements: 
there was also avoidable delay in 
working out the requirements as this 
process took about four years. 

84. 3.91. -do- The Committee have in their past 
reports repeatedly stressed the need 
for the Defence Authorities to under- 
take a periodical review of the position 
in regard to acquired lands so that 



those which are not required might 
be speedily disposed of. A reference 
in this connection is invited to the 
Committee's observations in paragraph 
5.66 of their Sixty-Ninth Report (Four- 
th Lok Sabha). The Committee note 
from the replies furnished to them in 
this regard ( v ide  page 132 of the Nine- 
ty-Ninth Rkport) that the review is 
still in progress. The work should be 
expeditiously completed. 

85. 3.92. Min of The Committee also suggest that in 
Defence this particular case appropriate steps 

should be taken to make recoveries 
from the owners of the land who are 
stated to have occupied part of the land 
in an unauthorised manner. The mat- 
ter may also be taken up with the civil 
authority as to why compensation was 
paid to them inspite of the fact that 
the Military Estates Officer had made 
a request that no payment should be 
made to the owners pending proper 
enquiry. 

86. 3.93. -do- The Committee also note that stores 
worth Rs. 7 lakhs were collected for 
this project. But, as the execution of 
the project was delayed, Rs. 6.97 lakhs 
worth of stores had to be transferred to 
other projects and in that process Rs. 
1.83 lakhs were spent on freight and 
other incidental charges. This expendi- 
ture of Rs. 1.83 l a b s  could have been 
avoided if the project had been pro- 
perly planned and executed. Govern- 
ment should go into the question of 
delay in execution of the project and 
find out why a project conceived in 
February, 1964 could not be executed 
even by January, 1969. 



87. 3.98. Min. of This is yet another instance where 
Defence land in excess of the actual requirement. 

was not derequisitioned in time with 
the result that there was unnecessaw 
exjpenditure of Rs. 1.49 lakhs towards. 
rental of the land. An inquiry held 
into the case disclosed that disciplinary 
action could not be taken against any- 
one as the concerned officer had re- 
tired. The Committee would like Gw- 
ernment to take necessary steps in 
order that such cases do not recur in: 
future. Assessment of the requirements 
of land should be done at the initial' 
stage realistically so that it does not 
become necessary to de-requisition the. 
land subsequently. 
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