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I, the Chainnan of the Public Accounts Commlttee, as autborl#d 
by the Committee do present on tbeir behalf the ThirtySeventh 
Ibport on the casea referred to in paras 12,13, 14 and 28 of the Audit 
Report (Defence Services), 1964. 

The Public Acoounta Committee considered thew cases at theit 
rittinga held on the 27th, 30th (Forenoon and Afternoon) and 3lst 
(Afhirnoon) October, 1964. A brief record of the proceedings of the 
sittings of the Committee relating there to forms Part II of tbir 
Report. 

2. The Public Accounts Committee at their sitting held on the 
31st October, 1964 (afternoon) decided to appoint a Sub-C- 
to examine the cases reierred to in paras 12, 13 and 14 ibid 
fully in view of the importams of the issues involved. The Report 
of the Sub-Committee which is appended hereto was considered rrnd 
approved by the Public Accounts w t t e e  at their sitting held 
on the 19th April, 1965 and should be treated as the Report of the 
Committee. 

3. A mention was also made in para 3 (Introduction) of the 
Thirty-third Report (Third Lnk Sabha) of the Committee about 
certain additional information awaited from the Ministry af 'IWm 
port rn respect of para 28 iW. The,requisite information has since 
been submitted by that Ministry. and the Committee's observations 
In this case have also been included in this Report. 

4. A statement showing the summary of the main conclusions/ 
recommendations of the Commlttee is appended to the Report 
(Appendix V). For facility of referenee these haw been printed in 
thick type in the body of the &port. 

5. The Committee place on record their appreciation of the assis- 
tance rendered to them in their examination by the Comptmller and 
Auditor General of India. 

They would alsrJ like to e x p e a  their thanks to the oiacers of the 
Ministries of Defence and Transpart for their cooperation in giving 
detailed information during the course of evidence. 



r ! :  

fT- IoJtinO up of public money, para 2&page #). 

For the expansion of the Naval Dockyard at Bombay it was 
dound necessary to take over certain portions of the land held by 
the Bombay Port Trust and to construct an extension .of the BPllard 
Pier. In 1959, it was agreed that the Port Trust would construct tb 
eastern portion of the extension and that Government would cons- 
truct the western portion; the Port Trust would be compensated to 
the extent to which expenditure on the extension would have been 
incurred had the work been done by the Government's own agency. 
The consulting engineers of both the parties in a joint report 6 
mitted in February, 1962 recommended the payment of Re. 139.68 
lakhs to the Port Trust for the construction of its partton of the 
work. 

According to Audit, on the 27th March, 1962, without any <Le- 
rnand from the Port Trust, Government authorised a payment af 
Rs. 1 crores to be made before the 31st March. 1962. The lJIain 
reason for making this heavy payment at the close of the &m&d 
year, was the existence of large savings in the grant of Ddcb# 
Capital Outlay of that year. At the time the payment at+ 
thorised, the Port Trust had not drawn up any plans for the eoas- 
truction of its portion of the extension. In November, 1962, it wm 
reported by the Director General, Naval Dockyard Expansion Schemt, 
that the Bombay Port Trust did not intend constructing their portf~m 
till after the construction by Government of the "Southern Break- 
water" (which formed part of the scheme) was well advanced. Tbc 
construction of the Navy Portfon of the Ballard Pier was. however, 
taken in hand in April, 1963. 

No leaplly valid agreement has as yt been entered into tmn+ 
ferring the rights in the lands to the Central Government. 

The Defence Secretary stated during evidence that at tht * 
quest of the Ministxy of Defence the Bombay Port Trust handed 
over certain portions of the Ballard Pier, which w e ~  mrrfnd 
the expansion of the Naval Dockyard. In Ueu of this area, tbn 
Port Trust demanded that Government should extend BdhU'd 
Pier at their cost and provide mn alternative -ding m. Mbo 

1 



lurther negotiations it was agreed in 1959 that the Port Trust would 
themselves do the extension work and Government would pay an 
agreed amount of rnaney towards the construction cost. In Octo- 
ber. 1961, it ww agreed to refer the question of the amount payable 
by Government to the Port Trust to their Consulting Engineera 
The report of the Joint ~echnical Committee recommending a pay- 
ment d Rs. 139.66 lakhs to the Port Trust was received in Feb- 
ruary, 1962. An intimation was received on the 19th March, 1962 
Wt the r€?cdnlmendation of the Joint Committee had been accept- 
cd by the Bombay Port Trust and thereafter a pyment  df Rs. 1 
cmtt was made to them. The witness urged that the payment was 
redly towards the land taken over from the Bombay Port Trust 
for which thw first wanted payment in kind and leter in cash. The 

expressed the view that it was not an essential 
cbfiditian f m m  the Government point of view whether the Port 
Trust utilised the amount for extending the Ballard Pier or kept 
ft for their Own 'purposes. The witness added that the Port Trust 
had dealt with the Ministry fairly in handing over the land in 1954 
tkithout receiving any payment. The B.P.T. could have asked for 
an alternative land to be provided before handing over this land 
which was urgently required for the Naval Dockyard Expansion 
Scheme. The witnbs further stated that in point of fact the Port 
Trust were entitled to claim rent for the land upto the date of 
byment. 

?he witness informed the Committee that the Maharashtra Gov- 
ernment had claimed that the portion of the pier transferred by 
the Bombay Port Trust was situated at the land at the foundation 
belonging to them. The State Government had asked the Ministry 
to pay compensation amounting to Rs. 24 lakhs for the foundation. 
In their agreement with the Port Trust, the State Government had 
agreed not to charge any rent for the foundation. The witness ad- 
d6d that the Ministry were not aware of the title vf the State Gov- 
ernment at the time of negotiating the transfer of the land with 
the Port Trust, but at the time of making the payment the Minih 
try knew about the dispute. The Ministry had disputed the claim 
of the State Gwenunent. Asked if the Port Trust were asked t o  
reduce the payment due to them by the amount of compensation 
cW&d by the State Government, the witlress re l ied  in the afnnna- 
tin, but added that they had declined to reduce thdr  claim seying 
that thW 'ctatm was tirr an alternative Imd. 

The Oiommittee drew attention to the statement rontained in the 
Audit Para that Government had authorised the payment of Rs. 1 
crore on the 27th March, 1962 without any demand horn the Port 
Trwt, the main reason being the existence of a large saving in the 



3 
grant for Defence capital outlay for that year. The Defence Set- 
ietary stated that a t  a meeting held between the Chairman, Born- 
bay Port Trust a ~ i d  the Director General, ~ a v a l  Dockyard Expan- 
sion Scheme on the 10th March, 1962, the former had assured that 
the joint report of the Consulting Engineers would be acceptable- 
to the Trustees who were expected to meet on the lSth'March, 1962. 
The Chairman, Port Trust had also suggested that the acceptance 
of the recommendation by Government might be forwarded and 
orders for payment of Rs. 13966 lakhs in the final settlement of 
their claim be issued. In his letter dated the 10th March, 1962, the 
Director General, Naval Dockyard Expansion Scheme had informed 
the Ministry about this discussion. On receipt of this letter the Min- 
1 s t ~  accepted the joint report on the 16th March, 1962. An intima- 
tion was received on the 19th March. 1962 that the Port Trust had 
also accepted these recommendations, whereafter the payment was 
authorised on the 27th March. 1962 and made on 31st March, 1962 
The Comptroller and Auditor General po~nted out that according 
to a note recorded in the Defence Ministry on the 17th March, 1982 
after receipt of the recommendation of the Director General, Navai 
Dockyard Expansion Scheme to accept the estimates, the Additional 
Secretary had suggested that since a large amount from the capital 
grant was being surrendered. a substantial payment to the Port Trust 
could be made before the close of the financial year. The C. & A.G. 
pointed out that actually the acceptance of the estimates by the Port 
Trust was received on the 9th August, 1962. The Defence Secretary 
reiterated that an intimation about the acceptance of the recommen- 
dation by the Port Trust had been received on the 19th March, 1962. 
The witness however agreed that the payment of the amount to the- 
Port Trust was facilitated because of the savine available in the 
grant, otherwise the money would have been paid after three or 
four months during the next financial year. 

In reply to a question the representative of the Ministry of 
Transport stated that the understanding was that the Minfstry of 
Defence should make the pament  at that time. Asked why the 
Port Trust had not so far u t i l i d  the money, the witness stated that 
after the receipt of the money by the B.P.T. in March, 1952. it was 
considered necessary to combine this project with other extension 
schemes. It took some time before the design could be prepared and 
tender paper balised. The witness added that global tenders which 
were called for in August, 1963, had been received. The* would 
be f l n a l m  shortly and the execution of the scheme entrusted to 
the contnttors. The Committee desired the Ministry of Transport 
to furnish the following information:- 

(1) A copy of the minutes of the meethg of the lhrddo 
(or d u t i o n )  when they a- the d m & t ~  + 



garding extension of wall a t  Ballard Pier to be executed 
by the B.P.T. Was a demand for Rs. 1 crore made by' 
the B.P.T. from the Defence Ministry? 

(ii) Was the amount lying unutilised with the B.P.T. or had 
it been merged with funds of the Port Trust? 

(iii) Was there any agreement bctween the B.P.T. and the 
hlaharashtra Government regarding tne ownership of 
the land before it was transferred to the Defence Min- 
istry? 

This information has since been received and is enclosed in 
Appendix I. 

The Defence Secretary informed the Committee that a further 
payment of Rs. 20 lakhs to the B.P.T. had been sanctioned on the 
18th March, 1964, after receipt of a demand from them for the re- 
lease of a further portion of land. The witness added that out of 
the lands required by the Ministry of Defence, an area of about 146 
sq. yards was still in the possc.;sion of Port Trust. In reply to a 
.question the witness stated that a formal agreement with the Port 
'Trust for the transfer of the land could not be signed until the 
dispute u-ith the Maharashtra Gt.)vernmtl.nt was se:tlcd. Negotia- 
tions with the Maharashtra Government were being conducted at 
a high level. 

The Committee feel that had the extension of the nallard Pier 
been carried out by the Government as had hwn  originally demand- 
ed by the Port Trust, it would not have been necessary to incur the 
expenditure in one lot before the commencement of the work itself; 
the expenditure would have been spread over the period of the actual 
execution of the work. It ig difficult to appreciate how the position 
underwent a change merely because the B.P.T. agreed subscqucntly 
to execute the job at the cost of Government. The Committee. 
therefore, are not wholly convinced about the justification of the 
Iumgsum payment in this case. 

The Committee feel concerned over the inordinate delay in en- 
tering into a formal agreement by the Ministry of Dcfcnce with the 
Bombay Port Trust for the transfer of thc land. A suhstantial por- 
tion of the payment for the conatruction of an alternative landing 
place waci made to the Port Trust more than 3 gctrrs back (March. 
1962). The Committee fael that the settlemcnt of the dispute with 
the Maharashtra Government regarding their title to the land at 
the foundation has taken unduly long time, pending which a fonnnl 
agreement with the Rambay Port Trust for the trpnder of the land 
tould not be entered Into, 



In reply to a question whether there was any agreement betweem 
the B.P.T. and the Maharashtra Government regarding the owner- 
ship of this land, the Ministry of Transport has stated ns under:- 

"The land under reference was vested in the Bombay Port 
Trust under the Act of 1873." 

If that is so, the Committee are unable to appreciate how the 
claim of the Maharashtra Government comes in The Committee 
desire that the issue may be settled expeditiously with the Maha- 
rashtra Government so that a legally valid agreement transferring 
the rights in the land to the Central Government, may be entend 
into. The Committee also recommend that the final payment should 
be made only after the execution of the transfer documents. 

Nmr m; 
Amil 20, 1965 

Chaitra 30, 1887 (S). 

R. R. MORARKA, 
Chairman, 

Public Accounts Committee. 



REPORT OF THE SUB-COMMITTEE 



INTRODUCTION 

I, the Chairman of the Sub-committee of the Public Accounts 
Committee, as authorised by the Sub-Committee do present on their 
behalf this Report on the cases rcferred to in paras 12, 13 and 14 
of the Audit &port (Defence Services), 1964. 

At the sitting held on the 31st October, 1964 (af?ernoon) the 
Public Accounts Committee decided to appoint a Sub-committee 
to consider these cases more fully in view of the importance of the 
issues invol~ed.  Accordingly, a Sub-Committee consisting of the fol- 
lowing Members was formed on the 18th November, 1964:- 

1. Shri R. R. hlorarks-Chairman. 
2. Shri Ram Chandra Vithal Bade 
3. Shri P. Venkatasubbaiah 
4. Shri Ravindra Varma 
5. Shri M. P. Bhargava. 

A detailed questionnaire was forwarded to the Ministry d 
Defence for submission of written answers. The Sub-Committee 
held 3 sittings on the 19th (afternoon) and 20th (forenoon and 
afternoon) March, 1965 and examined the representatives of the 
Ministry of Defence and Deptt. of Supply and Technical Develop 
men t . 

The Sub-Cornm.ittee considered and finalised this Report at their 
sitting held on the 14th April, 1965. 

The Sub-Committee place on record their appreciation of the  
assistance rendered to them in the course of the examination by 
the Comptroller k Auditor General of India. 

They would also like to express their thanks to the rcpresenta- 
tives of the hlinlstry of Defence 3 r d  I)tlptt. c*f S u p p i  n:ld Tech- 
nical Development for the m p e r a t i o n  in giving dvtailed informa- 
tion asked for by the Sub-committee during the course of evidence. 

R. R. hfOR4MA. 
Cha~rman, 

Sub-Committee of t h e  
Public Accounts Committsa, 



MANUFACTURE OF A TRANSPORT ALRCRAFI' 

Para 12-Audit Report (Defence Services), 1964, Pages 10-11. 

3. In July, 1959, an agreement was concluded with a foreign com- 
pany (Hawker Siddeley Aviation Ltd.) for the indigenous manufac- 
ture of a transport aircraft. In August, 1959, Government sanction- 
ed the purchase of plant, machinery, tools, jigs, etc., at an estimated 
cost of Rs. 131 lakhs (Rs. 78.94 lakhs for manufacture of one pr* 
totype and Rs. 52 lakhs for bulk production). Subsequently, during 
June ,  1960 to September, 1963, Government sanctioned further ex- 
penditure of Rs. 940 lakhs in this connection. (This included 
Rs. 839.27 lakhs for components etc., ordered for the manufacture of 
aircraft) . 

The Sub-committee desired to know what were the different 
types of aircraft which were considered before a selection was made 
in favour of Avro-748 in July, 1959 and how those aircraft compared 
with Av-748 as regards their cost, operational efficiency, payload 
etc. A copy of the note furnished in this connection is enclosed as 
Appendix 11. 

As stated in the note. the following considerations weighed in 
favour of selection of the aircraft (Avro-748) : 

(a) The cost of Friendship and Avro-748 ex-wxks quoted by 
the respective manufacturers was as follows: 

(i) Fokker Friendship-Rs. 30,00,000. 

(b) Avro-748 was considered easier to manufacture because 
of its revitted structure. The Fokker Friendship used 
more complex Red x Bonding system. 

(c) The Licence fee and royalty in the case of the Avro-748 
were more favourable being less bv L350,OOO on the 
basis of a manufacturing programme for 100 aircraft. 

e(d) Hawker-Siddeley-Aviation undertook to design und'deve- 
lop a rear-loading military transport aircraft. 111 this 
connection, it may be mentioned that the bulk of the 



requirements of the Air Force was for the military fre- 
ighter vcrsicn with rear-loading facilities. 

(e) The cost of jigs and tools of Avro-7.18 was estimated to 
bc 1 . x ~  by Hs. G2 lakhs for 105 aircraft. 

Avro-7.48 was in protc~typc s t q c  but prwi;im was madi? in the 
agrecmcnt for thc necessary guarantees regarding the perfxmance 
of the ixrcraft. I t  \VL. 51,o ~on~*rk!rc.d. !;f.nc:ic~i!l fur the I n h n  tf:ch- 

. nicians to be associatcd in stages of constructim of the prototype, 
its testing, devclcpment and associated probims (Fokkcr Friend- 
ship was alrendy In production and in use in certain countries in- 
cluding the U.S.A.) 

The Licenser had undertaken to supp!y the full British certifi- 
.cate of airworthiness by 31st July, 1961. The certificate of a i rwx-  
thiness was actually obtrtincd on the 9 th  January, 1962. There were 
two fires in thc works of A. V. Roe & Co. in 1960 and 1961 whkh 
dclaycd the certification of aircraft. According to the Ministry of 
Defence the delay in obtaining the British certificate of airworthi- 
ness did no! aflcc! thc prodation schcd~~ le  i ! ~  India because only the 
prototype was damaged and thc supply of parts and components 
for Indian production wns not affected. Under the agreement it 
was open to C;cvernnent to cancel the agreement with the Licenser 
for dc!ny in providing a certificate or airworthiness. But this was 
not dc~nc and a: a mce:ing hcld on 1st December. 1961 i! was decided 
ti ?nd the date f r m  31st July, 1961 to 31st December. 1361. 
A: L. Roc 6c Co. were advised t o  apply to :he Government of h i i a  
for the cstcnsion of time in terms of ngrcemcn!. A. V. Roe 8: Co. 
applied cm 15th Febrilary, 1952 for a fmna l  extensicn of the date 
undcr srticlr 8 of the License Agreement to 9:h January, 1962 the 
dale on which the actual certificate of aixwcrthincss was obtained. 

The Sub-Committee are surprised th3t the question of farma1 
e?c!cr.sion of the date fur obtaining thc certificate of airwor!hineu 
was first considered by Gu\wnmcnt as late as four months after 
the csplry of the datc stipulatcd in the Agreemmt and that the 
firm did not cvcn apply for swh cstcnsion until after the actual 
datc on which thc certificate was obtained. 
S!lortJall in production 

4. The following pwduction schrdule was drawn up for Avr* 
748 aircraft in July, 1959 when the agreement was entered into with 
Hawker Siddelcy Aviation Ltd: 

First Indian prototype . . July 1960 
First Indlan production . . July 1961 

'260 (Mi) -2. 



Building Programme: 
1961 .. 9 

1962 . . 12 
1963 onwards . . 18 aircraft per year 

The actual production at Kanpur was 8s follows:- 
1961 . . 1 (Nov. 1961) 
1963 . . 2 (March and Sept. 1963). 
? 964 1 (Jan. 1964). 

4. more aircraft are sta!ed to be in various stages of manufac- 
ture. 

The Ministry attributed the shortfall in production to the follow- 
ing main reasons: 

(a) Lack of sufficient esperience and knowledge of the work 
associated with the manufacture of transport aircraft 
which resulted in an initial optimistic estimate of re- 
sources and production capsbility. 

(b) shortage of technical personnel. 
(c) Uncertainty regardin? the continuance of the mnnufx- 

ture of Avro-748 which led to- 

( i )  reduction in the numScr of Avro-748 aircraft L a 
manufactured in India; and 

(ii) fitful orders on the Aircraft Manufacturing Depot, 
Kanpur. 

The Ministry also stated that a realistic assumption of the avail- 
able resources and the production capability had t c m  recently car- 
ried out with the assistance of a senior executive of Hawker Sid- 
deley Aviation Ltd. The programme which now seems feasible and 
which has the agreement of HSAL is as follows:- 

1966 . . 9 (one aircraft per month from September, 
1966) 

The Sub-Commlttee discussed wlth the repreaentatlves of the 
Mlnistry of Defence Production the various rearon8 for rshortfall in 
production of the aircraft. 



5. Lack of experience and knowledge.-The sub-Commfttee ask- 
ed whether the production schedule was not drawn up  in consulta- 
tion with the foreign Licensors and their advice was not sought am 
to the requirement of resources. The Spe-ial Secretary Defence 
Production stated that the production schedule was drawn up by 
the Air Force Officers in the background of the discussions they had 
with the collaborators. The witncss added that there was nr, defi- 
nite evidence to show that the Collaborators framed the production 
schedule. The collaborators were generally aware of the produc- 
tion schedule but they were not spi?cifically conxlted. It was 
urged that the production schedule had been framed at that time 
on thc basis of certain assumptions which did nlnt corn? a b u t .  For 
instance, the number of technical personnel made available had 
been grossly short of the requirement. The witness hgwever ad- 
mitted that even if the requisite number of technilla! personnel h3d 
been provided, later events had shown that the production schedules 
were grossly ovcrestimated, because of inexperience. 1: was urged 
that the fact that thcy were hcping to reach production of 12 air- 
craft per year in 1967 inspite of mnliinq cms:dcraSic eilur:s sho;.:ed 
that the original estimates were tno optimistic. Asked when it wss 
found that the production schcdule was overes?irna:cd, t5c -si:ness 
replied that a committee was appointed in Septen~Ser. 1962 t 3  1.mk 
into the question of production schedule, and thry revised the sche- 
dule as follows:- 

1961-1. 
i~x~-1  
1 9 6 . 1  
1964-12 
l96S24 

The wi!ness added that eve: in September, 1962, the es!irna!s 
made was a gross over-rstimatc. In reply to a qui-stion, the witnem 
stated that between July. 1959 and Septcmhcr. 19ti2 no re-a.;s~smcnt 
of the production schedule was rnrrdc. Explaining the reasox  for this, 
the witness stated that the order for the first plane wns placed cn the 
3rd August, 1!;59 and for the s~vond. third and fourth planes on the 
26th April, 1961. With the time lend that was neccss.ary f x  the 
manufacture of these planes, it could not be realised until September, 
1962 or  thereabout that deliveries had not been coming as fast 8s 
these had been expwtcd. The Sub-Committee a s k d  why the colla- 
borators who were being paid technics1 co!iohoration fee were not 
consulted in thp Brst instance in drawing up the schedule. The 
Special Secretary. stated that the OfRcer Incharge of the Project did 
not consider it necessary to  consult the coliaborators ?n t h t  matter. 



He was confident that he would be able to achieve this production 
target. Asked if the Collaborators were consulted when thz produc- 
tion schedule was revised in September, 1962, the witness replied in 
the negative. He added that the team of officers which was appoinb 
ed to go into this question, drew up the second schedule a f t x  dis- 
cus.qion with the Aircraft Manufacturing Depot and on the basis of 
the past performance. It was not considered necessary to makn a 
reference to the collaborators in this regard. The team of aiflccrs 
was confident that the revised schedule of production was realistic. 
According to the witness one of the reasons for drawing up this pro- 
duction schedule was also to know how the orders should be placed, 
and foreign exchange etc. should be committed. 

The witness added that the fee payable to the collaborators mder 
the agreement was for the licence for manufacturing the aircraft 
and not for consultancy. He further added that while collaborators 
themselve~ were new to this aircraft officers in charge at lianpur 
had gathered some experience. 

The Sub-committee asked why the collaborators were consul!ed 
while drawing up the revised production schedule for the third time. 
Th2 Special Secretary stated that this time the project came under 
the control of a company and the company took the decision to fn- 
vite the experts of Hawker Siddeley Aviation Ltd. to a d v k  them in 
view of the shortfall of the first two production schedules. The ex- 
perts of the coliaborators were consulted by the company in this be- 
half in October, 1964. 

Tbe Sub-committee note with deep regret the plea of "lack of 
sufficient experience and knowledge" offered as one of the reasons 
for heavy shortfall in production. The Sub-Committee are not con- 
vinced by tbe arguments offered for not consulting the collaboratorn 
at the time of drawing up the first and the  re^^ prodnclion 
schedule. Tbey find no justification for the failure of the offieem in 
cbarge of the project to avail themselves of the expertise of the 
foreign coJlaborators in this respect. 

Whatever be the reasons, the Sub-Committee 1. didresad to 
note the beavy shortfall in production against the targets fnitW!y 
tbrd t a d  rubscqucatly revid.  

The SuWommlttes abo conrider it unfortumte that mch an 
important decision 8s drawing up 8 producQon ~~hedule for a mew 
and important project s b d  have been left entidy to one krdivE 
dorl n$o r m  in chuge d the project. 



The Sub-committee uked if the collaborators had expressed any 
views on earlier production schedules. The Special Secretary stated 
that the collaborators did not express any views in this regard but 
thoy repeatedly stated that it would be impossible to achieve any 
production schedule unless orders were placed on them in a proper 
manner. The witness added that the orders were not placed con- 
sistent with tho production schedule and that erratic manner of 
placing orders was the reason for not achieving even that produc- 
tion which was possible at that stage. Explaining the details of the 
orders placed, the witness stated that in 1959 an order was placed 
for one aircraft, in 1961 for three aircraft, in 1962 for six aircraft, in 
1963 for six aircraft and in 1965 for 11 aircraft. Explaining the rea- 
8ons for delay in placing order, the witness stated that when the que-- 
tion of placing orders for planes 5,6 and 7 was put up to Government 
in March, 1961, a view was taken that orders should be placed for 
Series I1 which had a better performance. The AVRO Project OfEcer 
examined the question of feasibility of placing an order for Series If 
~ n d  advked in August, 1961 that it would b* possible to place order 
fur Series 11. When the proposal was put up to Government, it was 
winted out by the Ministry of Defence that the order should be 
placed after the plane had becn proved to be satisfac'.ory. But final- 
ly they agre2d that  the order might be placed against a guarantee 
pcrform:mx. Thcrcafter the agreement was signed in April, 1962. 
Abwt :h's time it was also decided to send a team to U.K. to cvalu- 
ate :!,is rrircraft. The order for planes 5, 6 and 7 was finally placed 
in Jur:e, i962, and simultaneously evaluation of the plane was done, 
In reply to a question, the witness stated that a decision to place 
orders f , ~  Cjerieq I1 which had becn promised much better pertmn- 
ance than Series I had been taken by Government in January, 1960 
long befc r~  the actual performance of Serb I was known. Asked 
why the nc:u?l order fcbr Series II was not placed till June, lm, the 
witnesg s t a J d  that even if the order had been placed earlier, tho 
collaborators noulc not have becn able to supply parts of Series If, 
until the plam was proved in U.K. 

The Sub-Committee asked why orders for Series I rimraft wen 
placed in March, 1960 even after a decision had becn takm in Janu- 
ary, 1961 fn favour of Series 11 because of its better performance 
The Special Secretary stated that st that time series IT was cnly on 
the drawing board and as soon as there was the prospect of its being 
rvailablc, Government switched over to Series 11. He urged that it 
took about slx mbnths (from March 3961 to S?ptember. 1961) fcr the 
AVRO Project Ofsm to say ?h?t It war feasible to place m d e r  
for SCrfea If. In Murh; 1961 if it had been decided to await Scrim 



II, it would have d t e d  in closing down the Afrcr& M1ouiactur- 
ing depot. 
Shortage of technical personnel 

6. Under the agreement, the Licensor undertook to trein fm d 
charge at his works and at the works of hia subsidfary and osso. 
ciate companies in the United Kingdom a reasonable number of 
staff nominated by the licensee in order that they might study dc- 
signs, development and manufacturing methods employed on the 
A m 7 4 8  and all subsidiary work In a note submitted by the 
Ministry in March, 1965 it was stated that two batches one of Ave 
omcers and the other consisting of 28 oficers, airmen and civilians 
were sent to the works of A. V. Roe & Co. in August, 1959 and Sep 
tember, 1959 for a period of 4 weeks for familiarisation with pro 
duction techniques of the ALTO-748 aircraft which was in a ?rot* 
type stage at that time. In a revised note since submitted to the 
SubCommittee in April, 1965, the Ministry have indicated that the 
total number of officerslainnen etc. sent to U.K. for training was 
40; of which two remained in U.K. for 3 months from August, 1961. 
The omcers, airmen and civilians received training in the mecha- 
nical, electrical, wireless and general engineering aspects covering 
the entire range of production activities. Two technical odacers 
were associated during 196263 with AV. Roe & Co. in U.K. for 8 
period of six months for practical training in fiight terting, deve- 
lopment, aircraft production and control 

The Ministry stated that HSAL had met fully all the rcqunts 
for the training of Indian technicians in the U.K. I t  was, however, 
considered economical and more advantageous to obtain the w- 
vices of specialists engineers from the Licensor Coy. for guiding 
and imparting training to the Indian technicians at the Afrcrrh 
Manufacturing Depot Kanpur. The services of the speclabtr on 
the following subjects w e n  obtained during the m o d  1960 to 1964 
for a duntion varying from month to one year:- 

.- -.---..- .- 

S. No. Subject No. of 
Specirlirta 



From a statement fumbhed to them the Sub..Committee foud 
that the officers and airmen sent to U.K. for training actually r, 
mained there for less than a month. The Committee enquired 
whether the Ministry were satisfied that these persoar, 
had been properly trained during this short duration and whether 
the purpose for which they were sent abroad was achieved. The 

Special Secretary stated that the head of the Avro Project in India 
also went with the first batch to U.K. on 14th August, 1959. The 
second batch went a little later on the 27th August, 1959 at a timm 
when the head of the Project was in U.K. It was his judgment that 
the duration of the training that was given to these personnel wan 
adequate. Asked if the collaborators had certified whether these 
personnel had been trained for the job for which they had been 
sent, the witness replied that it was not the normal 2ractice to get 
that kind of certificate from the collaborators. He added that these 
personnel were trained engineers and they knew something about 
'this work. The main purpose of their visit was to farniliarise them- 
selves with the operations of the aircraft in U.K. so that they could 
cany on the work in India with the assistance of the collaborators* 
technicians. Asked whether the Miinstry had approved of the 
period of training for these personnel in UX., the wltness stated 
that the selection was done with the approval of Govenlment but 
could not say whether the period of training was fixed with the 
approval of Government. From a note tarnished by tho Ministry 
of Defence in April, 1965, it is observed that Government had hi- 
tially approved 8 training period of 6 to 8 weds in codtation with 
tbe Air Hemdquuters, but that 8 crut.ihtnt of the period h8d becn 
decided upon by the Olcu-in-Charge of the AVRO h j c c t  who 
was the leader of the team present in the U.K. during the period of 
t-* tb0- he hhndf h8d 0 r i @ d i y  p r o d  8 ~ r b d  of 8 to I t  
weeks The Sub-Committee fd that the period of trrSning given to 
them olcsrr was inadequate, 4 it does not seem possible that pmpw 
.tnrining could be imputed to t b  daring sucb a .bort period. 

The Sub-CamPlittee are surprid that the Ministry did not kmp 
thame1vsr iufonned u to whethsr them had beem pmper md fall 
atilktion of the fadlitim for training in different directions which 
brd been mmmd under the A-t e.g., in regard to desb% 
dwelopmeat and rrrrmafactdag methods in the works of the cob- 
borrtorr and their Subddiuies. 

The Sub-Commfttecr asked why some of the o 5 m  'train&' In 
U.K. wete ported out of A.M.D. Kanpur after working f a r  mmetimr. 
The Special Secretary rtated that every time an o d i ~  was p t s d  
Wt, the A.M.D. made r representation. But in the lugcr fn- 



the Air Headquarters decided that their experience could be better 
utilis& in some other fields.. 'lM Defence Secretary stated that o w  
d the ofacers was posted out because there was no post in the A.M.D. 
in which he could be employed. Three. of the officers were posted 
out because A.M.D. did not want them. The Sub-committee pointed 
out that when the officers were sent for training, the Avro project 
was still in its infancy, and at that time the Air Force should have 
thought abmr their service requirements also. The Defence Secre- 
tary stated that one of the difficulties in combining the service re- 
quvements with  hose of manufacturing units was that as long as 
these officers r h a i n e d  in the Air Force, they should be available for 
filling the various posts for which the Air Force cadre was meant. 
i f  they were retained permanently or for a long ?eriod in that par- 
ticular section, they would become unsuitable for their main job. 
for which they were required. The witness added that it was really 
good to keep them for some period in the A.M.D. and then post them 
out. The Special Secretary stated that by posting these officers out 
of the project after working for sometime, their .training was not 
wasted as it could be utilised in the interest of the Air Force. He: 
added that they could still send more personnel, and their specla- 
lists were coming to India. These omcers who worked in the A.M.D. 
for three to four years had trained and passed on their experience to  
others. The Sub-Committee observe that this explanation i3 hardly 
conshteut with the statement that lack ef experience and shortage 
of technical personael \veie arnong the main reasons for the poor 
achievement in manufacture. The Sub-Committee desired to k 
furfished with a statement showing the dates on which these om- 
cers were posted out of Aircraft Manufacturing Depot, Kanpur. I t  
was seen from the statement furnished by the Ministry of Defence 
in April, 1965 that 6 of the ofacers who had training in the U.K. bet- 
ween August and September, 1959 were posted out of the Factory 
during May, 1960 to August, 1962. While the Sub-Committee appre- 
ciate tbe difficulty pointed out by the Defence Secretary in retaining 
the trained personnel in the project for a longer period, they cannot 
help observing that the withdrawal of these personnel, while the 
project was still in its infancy was not in the best interest of the 
project. The Sub-Committee feel that only such personnel rhoula 
have h e n  selected for the training abroad as could have been re- 
tained in the project for a perlod of some gears of the training even 
If recraitment had tb be made from outside the Air Force to rome 
eateat. 

7. Rorn anoghcr statement showing the partfcutars of the 
foreign technicians who came ,to India, the Sub-Committee point& 
out that most of the technicians who came in 1960 and 1961 left 



after a few months stay in A.M.D. Kanpur. The Sjxcial Secretary 
rtated that there was no time when no foreign technician was avail- 
able in Kanpur for imparting training. At present there were 6 
foreign technicians at the Depot. These technicians trained the 
Indian personnel, helped them to set up machinery and make tools 
and also to manufacture prototype. The witness added that the 
first aircraft was flown in November, 1961 the second and third 
aircraft which were flown in 1953 were started in 1961. In 1961, the 
foreign technicians were helping to make jigs, fixtures and tools 
because most of the personnel were not experienced in that kind 
of work. The Sub-Committee desired to be furnished with a s t a b  
mcnt showing the particulars of training imparted and work done 
by the foreign technicians. Tho Sub-Committee observed from a 
note furnished by the Ministry in April, 1963 that these specialisls 
worked with our technicians on the floor guiding their efforts, cor- 
recting their faults and advising them on each of the problems that 
uosc. Tho pattern of training (according to the Ministry) was such 
that no records for training were maintained in writing. The Sub- 
Con:mitiec suggest that the Ministry should consider whether the 
fact that for a period of nearly 4 years there has been only a ques- 
tion of assembling the parts imported as assemblies sub-assemblies 
has reduced the utility of the foreign specialists maintained in this 
country or has extended unduly the period of their stay in India. 
Uncertainty regarding the continumce ~ - 1 . ~  t snufactu re of At(ro-748, 

8. ??re Sub-Committee enquired itbou: ,'le ieasons for uncer- 
tainty regarding the continuance of man. farturt. of A~ro-748. The 
Defence Secretary stated that the initial i yecast of requirement of 
Avro was 29 for communication and nav. .atiol? trainmg. 56 for 
Avro-748M (Side loading type) and 95 for kvro-753 Military Freigh- 
ter Version of rear-loading type. So far cra 3 fo: 27 aircrafts had 
been placed. The order for aircraft 17 to 27 h, 1 Seen placed recent:y. 
These belong& to the navigation and trainit. 7 requirement. 
Apart from that there was the reqircment of ti1? Air Force for 
Military Transport aircraft but the suitablity c! Avm-748 for mili- 
tary transport purposes had not yet been defini!~:? ectablished. The 
latest position was that the prototype of this tranqmrt aircraft was 
likely to come to India within a month or two a ~ d  depending uDon 
the results after the trial, the question of placlnq further orders 
would be considered. As regard 748M, the wirness s'ated that by 
November, 1962 the aircraft was not ready. The manufacturers 
were to prepare the drawings and the pro!ot?.pe ot the aircraft wntas 
to be assembled in India. One of the main requirements was ib 
rultabilltv for para?irapaing. He added that the Air Force was to 
place ordera after carrying out the tests for pstr~dmpping. But 



November, 1962, the requirement of the aircraft was m urgent that 
it was not felt desirable to go into all these processes. Thus having 
regard to the time factor and uncertainty and limited requirement 
of 748M, the manufacture of its prototype was dropped and instead 
i t  was decided to concentrate on 748 Military keighter Version 
The Special Secretary stated that after the emergency it was found 
that the Avm748M would not be suitable for the purpose. They 
wanted a plane which could land on a smaller air-field. The Defence 
Secretary stated that in case Avro-748MF reasonably fulAlled the 
requirements specified by the Air Force, orders would be placed for 
it The representative of the Air Headquarters stated that the Air 
Force had also made an arrangement to know a b u t  the performance 
of Avro-748MF with the Ministry of Aviation in U.K. who were also 
getting it for use in the Royal Air Force from August this year. The 
prototype was coming to India in April or May for trials in the 
Indian conditions. These trials would give a fair idea about the per- 
formance of the aircraft in Indian conditions. But the other thine 
like dropping of paratroopers, dropping of supplies, carrying of 
supplies and the quantities carried would be determined (in greater 
detail) by the Royal Air Force trials which were due to begin in 
UX. around August, 1965. The witness added that the decision about 
the selection of this aircraft or otherwise would be possible by the 
end of the current year ax. 1965. The witness added that the tpecl- 
fications for Awo-748MF were slightly below the operational require- 
ment of the aircraft. But if it meets 60 to 70 per cent of the re- 
quirements, in his opinion, it would be good enough for the pur- 
pose of Air Force. Otherwise they would have to reject it. The 
Defence Secretary stated that no existing aircraft might fulfil all 
the requirements of the Air Force. They might in mme respects 
be inferior and in some other r#pecb superior. The Alr F o m  
would be willing to accept the aircraft for service notwithstadin# 
the fact that they did not meet the oprational requirements in full. 
At present they had two aircraft in the field. One was Caribou Mh 
I of which they had quite a number in service and the other wam 
Avro which was under development. There was also an improved 
verdon of Caribou under development about which the manufac- 
turers had claimed certain improvements but even this did not meet 
the requiremcnb of the Air Force 100 per cent. Asked if tht Minb 
try were simultaneously procdng the feasibility of having the im- 
provsd velsion of Caribou, the wltnesa replied in the negative. He 
added that the main rewn for not doing IK, was that there wem 
rlrcldy certain manufacturing fadlitlea for Avro available in tho 
country. Tbc Sub-C!ommittee pointed out thrt lf Avro.748 did not 
ntit the requirement of the Air Force ultimately, in thrt tho 
Mfnirtrp would have lost much time in' Ukfng the -1 d e & h  



While agreeing with this, the witness urged that the other aspect 
was that Government would have to incur much expenditure un 
manufacture or purchase of Caribou Mk. I1 which would also in- 
volve availability of foreign exchange. The overall view was that 
if Avro was successful, (there were reasonable chances of the Avro 
being successful, if not fully successful) there would be a consider- 
able advantage to Government having regard to the fact that they 
would be going to start on a clean slate with regard to the manufac- 
ture of Avro-748 MF. The SubCommitta u e  of the view tbrrt 
while economy and fortign exchange are important conriderrrtions 
,even in defence requirement, the same cannot supersede more vital 
consideratiom viz. o p c n t i o d  efficiency and rug- of 1A.F. w 
qrrimamts. T.lrinP into consideration the fact that Amo 748, 
Striclr I & UI aircraft did not come up to the speci&atiolu or expee- 
tationr, md the fact that the netd of the Amy and the airforce is 
for an aircraft with specific characteristics, the Sob-Committet smg- 
g a t  that the question of suitability of Caribou Mt II for I.A.F. 
requirements may a h  be processed simultaneously, so tbat in the 
eveat of Avro 748-MF being found unsuitable ao time will be bd 
in a x p b r i n ~  an alternative aircraft. 

Delay in supply of componmta: 

9. Aczording to Audit the supply of components e!c.. in respect 
of the first four aircraft was delayed by the Licenser Coy. In r 
note furnished by the Ministry of Defence to the Sub-Committee in 
April, 1965 the delay in supply was given as follows: 
.- .-- 

Date of completion Ihte of completion of 
of delivery 8s pra- mud dclivcry 

miscd. 

The SubCornmittee asked as to what extent this delay in ~ t 3 .  
ply of components for the four aircraft was tssponsible for l a b  
production at  Kanpur. The Ministry hrve stated that while them 
haa been aome delay on the put of the Colhborators it is not pao- 
dble to urerr correctly at tht, stage how much earlier these a- 

I craft would have 0own had RSAL strictly adhered to the det ivtr~ 
~:hcdule beatme othl) factors also contributed to the dday. Tb6 
Sub-Cammjt& &ed if b vitw of the fact that ~ l p p l y  d -3ct 
nmE, for tk 2nd aircraft d w  to be canpletcd in July, lS l  wu 



actually completed in March, 1963, the order could not bc changed 
to Series XI. The Special Secretary stated that the orders could 
not be changed because the supplies were made in instalments. 
The witness added that in the supply contract for the various 
parts, there was a provision for liquidated damages. He promised 
to check up as to whether action was taken in this regard. 

From the n'mve it is clear that late supply of components war 
one of the factors which also delayed production programme. The 
Sub-Committee would like to be informed about the action, if any, 
taken to realise liquidated damages from the collaborators. 

Indigenous contmrt. 
The Sub-Committee asked whether any programme was drawn 

up for the manufacture of various component parts indigenously. 
The Managing Director H.A.L. stated that a phased programme 
was drawn up starting from part manufacture to complete manu- 
facture from raw materials. But this programme was not actually 
put into effect as the orders themselves did not materialise. The 
orders came piecemeal and not in bulk. It was not possible for the 
Aircraft Manufacturing Depot at that time to plan production 
phase-wise right upto the stage where they would take on to t h t  
manufacture from raw materials. The plan of indigenous manu- 
facture of ALTO-748 and the plan for the future has been stated 
follows:- 

Aircraft No. 1.-The fuselage was manufactured from detail 
parts. Other parts of the aircraft were imported as assemblies, sub- 
assemblies, etc. 

Aircraft Nos. 2 to 4.-The fuselage was manufactured from de- 
tail parts. Wings were also made from sub-assemblies and detail 
parts. 

Aircraft Nos. 5 to ?.-The fuselage was manufactured from detail 
parts. The wings were manufactured from sub-assemblies and de- 
tail parts. The tail units were manufactured from detail parts. 

Aircraft Nos. 8 to 10.-In addition to the above, the flying con- 
trol surfaces are to be manufactured from detail parts . 

Aircraft Nos. 11 to 16.-In addition to the above, aircraft doom, 
control tabs and flaps will be produced from detail parts. 

Aircraft No. 17 onwar&.-In addition ta the above, the manu- 
facture of the detail parta from raw materiala for the fuselage wit) 
mmmewa 



The Special Secretary stated that at  the time of drawing up the 
overall production schedule in 1959, the Aircraft Manufacturing 
Depot had in their mind only a broad picture about the compo- 
nents which would be manufactured indigenously at the various 
stages. I h t  the actual plan about the parts to be manufactured 
indi~enously was worked out at the time of placing orders on the 
collaborators. At that time the extent to which the components 
could be manufactured indigenously was decided from one plane 
to  anothcr in consultation with the foreign technicians available 
at Kanpur and in the background of the experience gained. The 
witness added that although there was no definite and concrete 
plan for indigenous manufacture, a broad picture in the mind of the 
A.M.D. was that the first seven aircraft would be manufactured 
with assc!mblies and sub-assemblies. Thereafter, de'ailed manu- 
factures would take place. From the 17th plane onwards the 
manufacture of various components would be progressively from 
raw materials. At present, there was a detailed plan relating to 
the indipnous content in respect of 16 planes for which orders 
had already been placed. 

The Sub-committee regret to note tbat no detailed and concrete 
plan was cbalked out for progressive increase of indigenous can- 
tents in the aircraft. The Sub-committee note from the above d a  
tails that it is really from the 17th Aircraft onwards that the im- 
port of dc'ail parts will give place to indigen- manufacture froor 
raw matt rials. 

Cost of manufactrrte. 

The actual cost of basic planes manufactured so far is as fol- 
lows: 

The anticipated cost of basic Awo-348 Series 1 aircraft was 
assumed as Rs. 21:23 lakhs in 1959 on the basis of the mmufacture 
of 100 aircraft. 

The estimated value unpacked e ~ - ~ o r k s  Licensor of the raw 
material, components etc. imported for each of the completed base 
aircraft ba, given below:- 

& Hs. 
1st . 1.36.m ~S,or,ocm 
 an^&& . 1.a2.c~~)  1?,60.000 
IS[ Scttcr XI . . 1,47675 1 g . 6 g . ~  



Asked to explain the Werence of about &.. 30 lakhs between 
t h  cost of manufacture of the 2nd aircraft and the cost of im?ort- 
ed components, the Special Secretary stated that this was accounted 
for by the labour cost in India and overhead - and amortioation 
charges. 

Since all the components were imported and only assembled 
here in India, the Sub-Committee were unable to understand how 
the labour and overheads etc. for second aircraft came to about 
Bs. 30 lakhs. This is exorbitant and needs examination. 

12. It has been further stated that the manufacturing cost per 
aircraft at the A.M.D. Kanpur could be computed correctly only 
after the Avro-748 batch has been completed. At this stage, the 
manufacturing cost could only be an estimate. It was Govern- 
ment decision that an order for 29 aircraft for the Indian Air Force 
would be placed on the A.M.D. K a n p r .  It was likely that an order 
for 15 aircraft would be placed on A.M.D. Kanpur by the Indian Air- 
lines Corporation. The estimate of cost of the Avro-748 Series IT 
aircraft on the basis of a production run of 29 aircraft was Rs. 40.68 
lakhs and on the basis of production run of 44 aircraft, the estimate 
was Rs. 36.16 lakhs per aircraft. 

In a statement furnished to the Sub-Committee (Appendix 111) it 
has been stated that as against the estimated cost of lis. 21-23 lakhs 
of Series I on the basis of 100 aircraft assumed in 1959, the present 
cost of Series II on the same basis was Rs. 30.13 lakhs. The difference 
of Rs. 9.7 lakhs is made up of the various constituents mentioned in 
the statement. 

In evidence, the Special Secretary stated that in 1963. the Indian 
Atrlines Corporation paid a sum of Rs. 42.21 lakhs for Fokker Friend- 
ship, and the recent quotation for Fokkar Friendship was for Rs. 41 
lakhs. The reason for the lower quotation to the I.A.C. was partly 
because they had manufactured more than 100 planes and partlv be- 
cause of competition. The quotation for Avro I1 Series to I.A.C. in 
December, 1963 was Rs. 39-36 l a b .  

h e  Sub-Committee asked why at the time of selectton of .4vm 
748, its mlcs price by the manufacturers (Rs. 24 lakhs) was taken into 
consideration, although it was not intended to purchase anv completu 
rrircraft. The Spedal Secretary stated that the price paid for tbe 
assemblies ctc. for the first lot of I8 aircraft was affe-ted by the sale 
price of the manufadurera The pfla paid for components of the 
k t  A m  plane was about RB. 18 Wctu. 



Aa regards the actual cost of manufacture being in excess of the 
average flgure reflected in the statement, i t  was explained that as 
dperators became familiar with the manufacture of specific type and 
gained familiarity with it, the labour input into the job decreased. 
The actual manufacture hours at the earlier stages of manufacture 
were bound to be well above the average at about the 40th aeroplane 
over a production number of 100. The higher present price over the 
averaged figure resulted from these higher labour inputs. It was 
anticipated that labour costs including overheads for assembling 
detail parts into a complete basic aircraft at the 44th would be Rs. 5.3 
lakhs as compared with Rs. 13 lakhs at the 5th set viz. the 1st Series 
Il aircraft. 

The Special Secretary added thht they had completed the plane 
for the I.A.C. and handed it over to them for trial. It was expected 
that the trials would be completed with% twofthree months. The 
witness added that there was every expectation that the I.A.C. would 
place the order for Avro in order to replace their fleet of Lkikotas. In 
case the I.A.C. ordered for Fokker Friendship the performanye of 
which was comparable, t!ien they would have to pay much more in 
foreign exchange. The witness added that on the basis of calcula- 
tions made so far, it was felt that the cost of manufacture of Avro 
was not unreasonable. 

Tbe Sub-committee feel that it  would be premature to accept this 
contention, till the firm orders for at least 44 aircrnft nrc received. 
and detailed cost worked out. 

Pctforwaunce of the Agtecment. 

13. Under the Agreement, a licence fee of E4,0'3,0;3f) \:.as payable 
to the Licensor. The licence fee was subsequent!y reduced to 
£2,50,000 as a result of :he package agreement between Government 
of India and HSAL as a msult of recent negotiations. The following 
were the main factors responsible for reduction In the licence fee:- 

(a) The series I and the series I1 aircraft had shortfalls from 
performance guarantees for the respective aircraft. 

(b) As there was no requirement in India for the A\79 748NI. 
Government of India waived the obligations of HSAL r+ 
Irting to this aircraft in the Licence Agreement. 

(c) Tht Gweminent of Indlr waived the requirement for 
fitting Avre 748 aircraft to perform the ~hotogrrphic rccab 
nabmce/survey role 



(d) The responsibility of HSAL as claimed by them under the 
licence agreement was only for fitting Avro 748 to perform 
the Navigator and Signaller Classroom roles and not for 
the higher and special specifications of the I.A.F. HSAL, 
however, agreed to undertake the design of the roles to the 
IAF specification without claiming the difference in cost 
in the design between the two standards. 

The Licence Agreement with HSAL provided for the design and 
development of a rear loading military assault transport a i rzaf t  
called the Avro 758 on payment of a licence fee of E300,OOO with'n a 
period of 2 gears of receiving n request for this from the Government 
of India. The specifications set down in the licence agreement for 
Avro 758 are no longer adequate to meet the requirements of the 
I.A.F. for a rear-loading aircraft. HSAL informed the Government 1) 

in August, 1962 that they had designed a new roar loading military 
assault transport aircraft called the Avro 748 MF (Avro 780). This 
aircraft is fitted with more powerful engines and will. therefore, have 
better performance. HSAL offered to grant a li-nce for manufac- 
ture in India of the Avro 748 MF for a licence fee of f 250,000. This 
offer has been accepted and the provision regarding the exercise of 
option for the Avro 758 has been deleted. 

The Sub-Committee drew attention to the Law Ministry's opinion 
that the discrepancies in the performance would be deemed to have 
been waived by Govenment and Avro 748 series II be deemed 
to have been accepted and that there would not be any ground on 
which the company could be charged with a breach under Article 9 
of the licence agreement. The Ministry of Law advised that in these 
circumstances a termination of the contract by Government would 
not appear to be justified. The representativr. of the Ministry of 
Defence (Production) stated that on a discussion with the Ministry 
of Law, they had admitted that in the absence of a provision in the 
ajpement,  poor performance of the aircraft could not have enabled 
Government to claim anv damage, since thev were not prepared to 
cancel the agreement. The Sub-Committee feel that to thh extent, 
the apeement was defedve. They 81- feel that nq a mul t  of the 
package apeemcnt with the collaborators, the reduction in licmce feo 
-red by Governmeat w m  not adequate compen~ation for the d b  
dvmt.ges sudlettd under items (a), (b) and (e) above. 



thSh ohm h - - ~ t  .d the 7 4 8 4  were Umited to provid- 
.ing.aek,drriipms.ud.stier dommsatatian rrs A. V. ~ o e  w h t  pmPm 
in .tL, course of it& ba5rcwsl Aceardiag te Guverruncnt it was the 
- 0 b b h  of col ldPa~1. t~  get a eertMeate under tho Air & 
gitration in U.K atotfraq that this aircraft with the modifim. 
tions would be SO designed and given to us to meet the aborthi- 
standard." 

The Sub-Committee consider it unfortunate that such amtiguitisr 
should have crept in the apeement on such an imporhnt wint and 
trust that Ministries who may enter into negotiations for eollaborrr- 
tion agreements in future will keep in view the need for avoi- 
such ambiguity. 
Delay in construction of buildings. 

14. 'fie construction of workshops anu other buildings, which wan 
sanctioned only in June, 1961 was further delayed in execution and 
only the workshop buildings could be completed by the end of August, 
1963. (The revised administrstive appovql ws; gi7;en in September, 
1962). It was reported in September, 1963, that serious defects of cola- 
struc:ion had been notiwd in there b~iId'tlqi and thst they needed 
rectification. Plant and machinery worth about Rs. 33 Iakhs received 
during thc neriod 1%0-63 had not been ir?ita:!cd t;ll September, 1963 
as the buildir!p were not ready. The worksho~ buiidii;gs were corn- 
pletcd with electrical service connections and handed over to the 
Project ituthoritics only in Morch, 1966. 

. . ..ie ..:.;! . ; - . - d i : i . l l ~ r ~ t  of the In thcir note, the h;ini.itry staccd :h:: - .  

mod;A .ation$, al!cra:in:~s c : ~ .  requ;lwi i'uc tile rsis~i:~:: hangars and 
other scrviccs rcquircd was made in February. 1960 and nn :ndica+ion 
of COP' nf R",. 31 .XI lnkh~:  w::: r n n 3 ~ .  In Xarch. 1960. H.SA.L. engineem 
visi?pd Knnpur and advisd  that taking into cn!rii*lc.ra:ion t h ?  dust 
conditions in Kanpur, su'table dust-proofing should be provided. AS 
n rpsult the cs t ima!~  of cost wns revised :n Rs 5'2 Inkh: ;,mi submitted 
to the Ministry of Defence on the 28th April. 1060. Thc Government 
sanction for the civil tvorks a t  an estimated cost of Rs. 55.M 19khs was 
issued on the 9th Junr. 1961. The netessitv for the \v~lrk.ihop and 
other works was m-opnised as earlv as Fabn~sry 1960 hut unfor- 
tunatelv the expcnditurt. sanction muld be i s d  only in June. 1961. 
Them was no decision to defer the consttuction of the huildinm but 
it happened unfortunatelv that in dealing with this rguest for sanc- 
tlm of chi1 works there were manv discussions. The p r i n d ~ ~ l  rea- 
sons for the delap were stated to be: 

(a) an ex~lanation had tn k furnished in not pmvidinq C M ~  
work9 atw the time the sanction for !he m ~ ~ f i e t u ~  of the 
Avr+7# in India was issued in Aufiust, 1m% and 

t 
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@) an examination had to be undertaken whether instead of 
the proposal to m o w  the existing Hangars, it would not . 
be advisable to undertake completely new construction. . 
The settlement of the differences on the specifications and 
other details was also not expeditious. 

The Sub-committee note that in pursuance of the decision of the 
Defence Committee of the Cabinet taken on the 9th June, 1959, a 
Committee under the Chairmanship of the Chief of the Air Staff was 
appointed to consider the technical, financial and other aspects of t h e  
proposals regarding the manufacture of transport aircraft. The 
D.C.C. considered the report of the departmental Commit tee at  their 
meeting held on the 26th June. 1959 and approved thc prop;:sal :o 
undertake the manufacture in India of transport-aircraft in  collabora- 
tion with Hawker Siddley Group of U.K. for the requirement of the 
Indian Air Force. In a mee!ing held on 3rd Juiy. I959 in the hTi?is- 
t ry  of Defence, it was decided to undertake the manufacture of Avm- 
748 aircraft at the Air Force Station. Kannur. In pursuance of this 
decision a licence agreement was concluded on 7th .711iy. 1353. ?;I 
contrast to the speed with which the derision of the Defcnre Cnlmmi+- 
tee of the Cabinet takcn on 9th June was pnrs~rcd n n d  rrj.st:tli.;r*tl in+a 
an agreement on the 7th July, 1953. the Sub-Cnmmittec arc di6;trcw-d 
to note that the expenditure sanction for the workshop n w l  othcr rivil 
works was issued only in June, 1961. inspitc of the fact th?t t h i ~  
project had been conceived as a high priority proicrt of nnt'on:?l im- 
portance. 

15. As regards the present position of inst?!lntion of rnnchincrv, 
i t  has been stated that all !he machinery rcccivcd for the proicct 
has been installed except the comprcssnrs and thn T)nwm~~.,'ic r)-r.n 
Hnmmer. The value of compressors is Rs. 4 8 lnkhs and that of 
Drop Hammer Rs. 2.06 lakhs. One of the cnmnrcswrs is ~!vnc.lv 
in use. Foundation work for 5 comprccsors is being carried out by 
M.E.S. and is likely to be completed soon. 

In view of the fact that certain defects wcre reported in the, 
construction of the buildings at Kanpur. the Chief Technical Exa- 
miner working under the O.M.G. was requested to carry nut en  
assessment of the defects in the works executed hv the M.E.S. at  
Aircraft Manufacturing Depot. Kanpur. The Chief Technical Exa- 
miner is an independent authority ou tsidc the Directorate General 
of Worb charged specifically with the responsibility of checking 
whether the works are  executed in accordance with the contracts 
md to the specified quality. The report of the C.T.E. confirms that 
there am only three d e f e s  which can be ascribed rn rwriow and,: 



that the remaining defects have been recmed to the satisfaction 
of the user. Them three defects are  as follows: 

1. Ovenfiooding of workshops due to nonconnection to drains 
of sump pipe outlet gutters. 

2. Sun rays entering through north light glazing causes ex- 
tensive glare and generates high temperatures. 

3. Floor of workshop buildings was undulated and uneven 
and water puddled all over. No separate joints were 
left in floor of both machineshops. AlumL?ium strips 
were not embedded in between blocks while casting 
floor. 

As rqn rds  th r  rc*mrd:~l r?;vlaure:. taken or proposed to be taken, 
the Ministry have stated: 

(ii) The srcand drfcct mtlntioncd ahiwe cannot be ascribed to 
faulty cons'ructicm. It is a consequence of the pnrti- 
culnr rmf desiqn which was adnptrd in the intere-st of 
economy. It was known when the design was adopted 
that the workshops may get direct sun m y  during 
some hours of thc day in certain months and !he solu- 
tion was to use frastttd glass in the lower half cl the 
north-line glazing with a special paint. Here too, the 
cost of tbe paint would be found within the sanctio~ 
already conveyed. 



(iii) The floors have been pnwfded wfth ao~ltfuetion joiW 
Since these floors are in a covered shed, providcm~ od. 
exgension joints was not considered necessary by the 
engineers. Uneveaess of flb~ was of a minor nature 
and has been rectiAed. 

The Subcommittee asked why it was not considered necessary 
to depute the Chief Technical Examiner to inspect the works after 
the defects in construction came to the notice of the authorities in 
September, 1963. The representative of the Engineer-in-Chief's 
Branch stated that C.T.E. was allowed to examine the construction 
works upto 3 years after the work was finished. In this particular 
case, he visited the works in November, 1964. The witness added 
that in this case from the civil engineering point of view 
it was felt that the defects were not serious and these were the 
type of defects which usually occurred. Some of them were set,  
right during the execution of the work and the others a little later. 
The witness added that in this case it was decided to send the C.T.E. 
after the rmtter was considered by the P.A.C. in October, 1964 in 
order to resolve differences between the user and the engineers. 
Wherever it was felt that a defect was of a constructional nature it 
was got rectified by the contractor. Where i t  was felt that a defect 
was not due to the fault of the contractor. a separate sanction was 
&Iven to rectify it. Thc Sub-Committcc desired t o  hi* f i ir l i~ .<hrd 
wlth a statement showing the details of defects rectified by the 
cmtractor a t  his ov;n expenae and those on which extra cxpendi- 
ture had !,?en i:xurred. The Sub-~omrnittce found from the state- 
ment furnished :o them by the Ministry of Defence in April, 1965 
that 8 items of work (including those reported by the CTE) were 
rectified by the contractor at his own cost while an expenditure 
of about Rs. 15,200 was incurred by Government in rectifying 
certain defects which have been stated by the Ministry as 'non- 
contractual responsibili tp.' 

The Sub-Committee conqider it unfortunate that such detects 
sbould have crept in the execution of civil works for a project of 
national importance. The Government of India should have a pro- 
per procedure for investigating and determining whether there has 
beea any failure of responsibility or supervision in all cases wbem 
such defect come to notice. 

Utilisution of Establishment. 

16. The statement furnished by the Ministry indicated that the 
establishment complement of the A.M.D. ranged between 45 and 70 
per cent. of the sanctioned strength durtng the yeam 1961 to 1964. 



29 
me Sub-Committee asked whether in view of the set-back in pro- 
duction performance, transfer back of some of the staff to the Air 
Force repair units (B.R.D. and R.M.D.) was considered, where also 
the programme was lagging behind schedule due to paucity of st&. 
The Special Secretary stated that the personnel in the Aircraft 
Manufacturing Depot were fully utllised either for training or for 
assembly of aircraft or for the manufacture of jigs and took. A s k d  
if a review was actually undertaken in this regard, the wi- 
replied that it was the responsibility of the officer who was incharge 
of the project. Actually the ofacer felt that the A.M.P. was 
what de r -~ t a f f ed .  The Manpging Director, H.A.L. stabed that tbe 
establishpnent in A.M.D. was drawn up in 1959 to produce we 
@reraft per gear. In 1961 this was rev@ for thLPg aircrafts per 
year and an ad hoc strength of 300 to 400 workers was added to do 
this job. 

The Sub-Committee asked whether when a decision was taken to 
set up the Aircraft Manufacturing Depot, it was taken into con- 
sideration that the Aircraft repair work was already in armam and 
why it was considered wiser to transfer staff to the A.M.D. from W 
Base Repair Depot, which was the only repair depot in the Air Force 
(others having gone to Pakistan at the time of the partition). The 
Defepce Secretary stated that .even without C- into existence 
of the Aircraft Manufa~turing Depot. there was abortage of tecbqi- 
cal personnel in the Air Force. With the existing units ah&y 
short of personnel, Government d @ W  to set up the new depot 
having regard to the overall requirements. The shortage of techni- 
cal personnel had to be shared by them alike. The witness added 
that the Chief of the Air StafI' who was intimately associated with 
all these diqussions knew that there were only 50 to 60 per cgpt 
personnel in the repair units against the sanctioned strength. In 
fact in 1959 a decision had been taken to increase the Air Force 
strength itself to build up which it w ~ u l d  haye taken qmetime 
apart from making up any previous shortages. The fact that there 
was a general shortage of stafl was well-known to the officers who 
took the decision to set up the Aircraft Manufacturing Depot. He 
added that having regard to the imgortance of this project. the dm- 
sion must have been taken that the Air Force must go through this 
project. Asked if it was realised whether by transferring trained 
technicians for this project. the position regarding repair and main- 
tenance work would not deteriorate, the witness repimi that he \i .rs 
not aware whether t h m  was aaytbing on record. The witw3s 
added that having reerd to shortages in personnel. the Miniztw 
made alternative adangement for training airmen. It was decidrd 
to a M  an additional training school (No. 4 Grouad Training 
Scbool) in 1OsQ The witness added that the intake d quite r 



a0 . .. ".? 
number of schools had k n  increased and the courses reorg- 
'The whole programme had been reviewed including the require- 
ments of the increased strength of Air Force. I t  was expected that 
deficiencies in most trades would be made up by 1967 and in one or 
two other trades by 1968-70. 

In regard to the defection of trained staff, the Defence Secretary 
stated that after a period of engagement of ten years quite a num- 
ber of the staff was anxious to go out of the Air Force and take up 
private jobs. During the Emergency, the period of enrolment had 
been extended. There were proposals under consideration for ex- 
tending the initial enrolment period itself to 15 years with option 

- further to increase it for defillite periods two or three times. As 
regards .increasing their pay scales, the witness stated that competi- 
tion with the private sector had certain limitations. 

Dtlring the course c t f  their visits to three Depots at Kanpur 
(BRD, RbID and AMD) as also the Ordnance Factories. the Sub- 
Committee/S!udy Group o f  the Csmmittee were informed that the 
problem of defectitrn of t-aincd technical pm-sonnel. because of the 
financial allure men;^ offered by !he prlvatc scctor, was a serious 
one. 

The Suh-Committee feel that this prohlem requires to he tackled 
realisticzlly by rntionalising and improving the  pay scales/scrtice 
conditions of the technical persot~ncl, comntrnsnratc with tht' vr ex- 
perience, training and prospects. 

lin order for 20 Dart 7 engines was p1;~ct.d on III\L Banftalore 
on 1st .June, 1969 and contracts were concluded with Mwsrs Holls 
Royce in September, 1960. The engines wcre.mcei~*cd 2' R w  ~ n l n r e  
during the pnphd Dwcrnbv. 1951 to J * Y ~ c .  I%? 19 (xngin-";: 
cent to A.M.D. Karbpur by HAL Bangalore r;*'.>r tcstinp: during the 



.period April, 1862 to December, 1963. Two engines w e  utilised ia 
September, 1963 for the first Av-748 Series II aircraft and two 
engines each were utilised in August, 1964 and December, 1964 re+ 
pectively for the second and third Avro-748 series XI aircraft. The 
installation of the remaining engines would be as follows: 

March, 1965 .. 2 
May, 1965 .. 2 
June, 1965 .. 2 

August, 1965 .. 2 

September, 1965 . .  2 
Reserve . .  3 

In view of the delay in utilisation of the engin&, the H.A.L. 
Bangalore had been requested to approach Rolls Royce to extend 
thc warranty in accordance with planned utilisation of the engines. 

During evidence the Sub-Committee were informed that no reply 
has yet been received from the  Suppliers. In reply :o a question, 
the Special Secretary stated t!iat the extensmn of u.irranty period 
was applied after the e x p r y  of the period. T'ne witnzss added that 
whether the extens:on of warranty period was asked for before its 
expiry or after was not material consequence. The real fault lay 
In the fact that engines were not utllised wltfim :he period of 
warranty. The witness, however, agreed that the extension of the 
period should kavc been askrd f ~ r  before 1:s expiry. In reply to 
another qucstwn, the witness statPd that more engines had been 
o r d e d  and t h q  were tied up with the produc:~m schedule. He 
added that the work wou!d not be held lip fur want of engines from 
H.A.L. Bangalore. 

The Sub-Committee regret to note that the production schtdule 
has lagged so much behind that the engines procured for the aircraft 
hnve ratnaind unutilised for the entire warranty period. They are 
sorry to note that it did not occur to any of the authorities to ask 
for thr extension of warranty period before its expiry. They hops 
that such lnpses would be avoided in future. 

1 rrigulari ties in Cost Accotcv tang Syst em. 
18. In November. 1962 orders wcr-c iss:;c.i by G:;inv:. merit that 

' the maintenar~cc? of cost ncrr,il!~!.; of :his pxojwt. wh:ch had been 
undertaken by t k  Air Ftnce authorities themselves. should be 
tr~ruiferrcd to thr 1)f'few:~ .~\L"~!u?T!s Department with eFt1ct frorn 
. tbe 1st December, 1962. . 



The Air F m e  authorities, however, started handing over -the 
work of maintenanoe of cost aecounts to +he Defence Accounts De- 
partment only from the 1st August, 1988. The handing over had' 
not been completed (October, 1963). 

The Controller General of Defence Accounts had brought out the 
following irregularities in the accounts maintained by the Air Force 
authorities:- 

(i) non-reconciliation of financial and cost accounts; 
(ii) nonqxoduction of final accounts such as Mmufacturing 

Accounts, Stock Accounts, for the three years ending 
1962-63; 

(iii) incorrect allocation of labour and materials against the 
various jobs; 

(iv) .ttcm-inclusion 'in dhe cost accounts of the expenditure in- 
CUflPd ;by another depot; 

(v)  ~ ~ e s m n c e  .ef pmper reoolas to watch 4he progress 
of expenditure rguinst Govw~nrent senctims; and 

(vi) mn-preparation of estimates of direct labour esd dim& 
material costs and lack of any system for control of over- 
beads. 

Phe delays in the transfer of the accounts to the Defence 
Aacounts Dcjwtment .were attributed by the Ministry to the folbw- 
ing mwns: 

(i) AMD rapnesented that the m v % d  Accounting Sroachrre. 
w s  based on the coot amounting system followed in the 
Ordnance Factories and was not suittble for an 'Aizuaft 
Factory. 

(ii) CGDA required that: 
(a) AMD should post tbe Stores Ledger and the B h k  

Lrdflers beaaFe t h  were taken w t r ;  
(Is) AMD should furnish a list of running job orders before 

the records were taken over completely; 
(c) AMD should creoCe a separate group to dtal 4 t h  the 

following: 
(aa) closing accounts for the past year; 
(bb) settling the parding audit obj@ons; ard 
(CC) Helping in the transition from the old to the new 

sps- 



The above rkmands particularly tmd~r (c) raised hradameptrrl' 
hues. AMD re~mmmted that they could not be asked b finelise 
the accoqnts according to the new procedure with which they were 
not familiar. Similar was the position in regard to the audit objec- 
tion based on the cost accounting procedure followed by AMD up- 
31st July, 1963. 

The transfer of accounts actually commenced from the lst August, 
1963 and was completed in the third week of June, 1 M .  

As Fegrrrdo the objectioas raimd by the Controller General of 
.Defence Accounts it was *tad that 1600 objectibil)~ were raised for 
the period andirrg 31at May, 1904. 

A large proportion of these obptiops arese because the AMD 
followed tbe instructions laid down by them m the LiPes of tiw cost 
accountiog system followed in Hirrdurtan Aircraft Ltd. rtad Me-. 
A V. Roe & Coy. Ltd wheseas the CGDA audited tbo accouats in 
the light of the rules and regulations applicable to a normal Air 
Force unit and the cost accounting rules applicable to the Ordnance 
Factories. It was added that a special committee had be& set up. 
with effect from 9th November. 1964 for the expedrtious settlement 
of the outstan* objecthas After the receipt of the of 
the Committee action would be taken to fis ~eqam5ibility i;M wrbus 
lapees. Explaining the present system oi errmunting the witnsslr 
stated that with the transfer of the project under a C o o ~ p ~ p y  tbt. 
accounts were being mhtained on comrmrcial h e s  Rs Sub- 
Cammitt- would like to be informed abut Qhe radb wbicvsd by 
tbe specid commiftse..Pd the mction taken with to the m&ma 
tp#. 

Tmrfer of the meet un&~ the control of a Company. 
19. In ihmn&r, U#S, propom1 w.c ,appm*cd that a scparabb 

public limited company should be brared to be responsible for 
manufacture of the transport aircraft at Kanpur. Later it was felt 
that if this company were abo famed, tbete w w l d  maUy be three 
companies 'under the Ministry of DQt8~09 noporrPibAe f o r  aircraft 
production, viz. Hindustan Aircraft Ltd. Bangalore. Aeronautics 
Ltd. Bombay (Mig Project). and the third company at Kanpur. 
with the hmited tesouraes of manpower. an appropriate thing to 
do was conddered to fonn a single aircraft corporation by amalga- 
mating those three units. This proposal was approved in March, 
1964. As a AFst step towards this amalgamation, the Aircraft Manu- 
facturing Depot Kahput was transferred to the maaegemeat oi 
A@ronautics India Ltd. w.e.2. 1st June, 1964. The Hindustan A b  
craft Ltd with effect hoaa 1st October, 1964 has ken mer@ with 



ithe Aeronautics India Ltd. and the latter renamed as Hindustan Aero- 
mautics' Ltd. The factory at Kanpur is now one of the five divisions 
+of the Hindustan Aeronautics Ltd. 

In evidence, the Special Secretary stated that the principal reason 
for the transfer of the factory under the management of a Company 
was that the performance of the Hindustan Aircraft Ltd. was better 
than the factory at  Kanpur, and it was felt that there should be a 
co-ordinated single unit for the manufacture of aircraft. He added 
that the Company enjoyed much more delegated authority than it 
was possible to esercise when the unit functioned as a part of the Air 
Force, or even wbcn it was administratively under the department of 
Defence Product'on from AuL;ust. 1963. The performance and the 
functioning of the manufacturing unit had improved. The Sub- 
Committee hope :hat the delegation of authority to the Company will 
not be only in theory, but also in actual practice and that its per- 
formance will be judged only on the basis of results produced. 

20. The Project for manufarturing transport airrraft was coneeiv- 
ed in 1959 as a high priority project and national importance was 
given to it. From the facts placed before them, the Snb-Committee 
regret to ohserve that the whole project was badly planned and ineRi-. 
ciently executed resulting in a crop of faillares and delays in nchiev- 
ing the objective. Thc sub-committee are of the view that ,the 
chequered history of this important project shodd scnrc as an object 
lesson to the Governmen? that a policy decision to set up such an 
important project involving huge financial outlay and dep1oymcr.t of 
technical personnel of which there is continued shortage in the coun- 
try, should be taken only after a very careful and complctc assessment 
of the various problems involved. 

21. The following unsatisfactory features noticed by the Sub- 
Committee speak for thcmsclves: 

(a) When the agreement with Messrs Hawker Siddeley Avia- 
tion Ltd. was signed in July, 1959 Avro-748 was still in a 

- prototype stagc and its perfonnnnce was not proved. 

(h) No project repsrt for the manufadure of the aircraft a t  
Kanpur was prepared. As admitted by thc special Secre- 
tary, !nost of the difficulties could have been resolved if a 



proper project report had been pnpared Not only was lu 
project Beport prepared but also many of the important 
decisions such as (i) drawing up of production schedule 
(without consultation with the collaborators) (ii) selecth 
of technical personnel for training abroad and (iii) duration 
of such training etc. were left entirely a t  the discretion aE 
one individual oacer-in-charge of the project. The doci- 
sions taken by hi and the progress of the project as a 
whole was perhaps not reviewed at Government level from 
time to time. 

(c) The manufacturing unit was set up as a regular unit of the 
Air Force and major portion of the resources available at 
Kanpur were deployed to meet a very tight production 
schedule. At that time the repair units a t  Kanpur were 
already understaffed considerably and the repair work of 
aircraft required by AiS Force was accumulating. Around 
the same time. a decision had been taken to inercase the 
Air Force strength itself to build up which considerable 
technical staff was required apart from making up the pre- 
vious shortages. In spite of this, experienced and trained 
staff was transferred from the repair and maintenance units 
to this manufacturing unit, which resulted in deterioration 
in the position regarding accumulation oi repair work. 
The Sub-committee have separately dealt with the accw 
mulation of repairable aircraft in paras . . . . of this Report. 

(d) The ~ i&nsor  Company failed to obtain the British certifi- 
cate i f  airworthiness by 3Ist July. 1961, the ctatc provided 
in the agreement. Thc certificate was crhtnincd on the 9th 
January. 1962. 

(e) The performance of both Avro Series I and Series I! sir- 
craft were short of the guar~ntees given by the Liccnwr. 
In some respect the performance of Serieq IT is inferior to 
that guaranteed for Series I even. 



mmmgement of a % o m p ~ ,  it was considered semssary to.+ 
cansult the collaborators in drawing up a realistic yroduc- 
tion schedule indicates that i t  was all the more necessery 
40 consult them in 1959 when the manufacturing unit had 
no experience about the aircralt. Even after their Arst 
failure the project authorities did not deem it ueeessary to 
consult the eoilaborator though under the agreement they 
were bound to give necessary guidance, whid  in fact they 
did when approached. 

dhms ( f ) ,  (f) v y d  4%) it b h r u  8C)JLdWges in per- 
'kmmute, a t  d p d r t i r .  +z -+. * : rme msidered in 
favour of selection of this aircraft have virtually disappeared. Thb 
& indicates 'that the entire project was amceived in hurry and 
areclrtsd wtthmt adequate planning. 

(h) .Although one of the most importsnt d d e r a t i o n s  for 
darting various manufacturing seheonss is . pr~gressive 
irrcrease ef indigenous content, in this case no plan waa 
&awn up in advance for the mandacture of various com- 
ponents indigeaouoly. T;be w~jmnents  to .k .mondactur- 
ed indigenously were determined only at the time of plac- 
isglbarrlsrrm4he.rlWanbra &t.prwr~f.Obe pm- 
-e d . i a d w  sonbat dor &IKY , k t  mrteen Plana 
thrnisbed hy fie-IYirktrg slrows that 4hc mmufaeture of 
letrdlcd p&a innr nw aneteri.1, brP.t  @ W e d  nt alk it 
i g d t ~  ~ i r o m 4 b e l V t b  Aircraft on- 
-ds. =# - - , k t  tbs Hindrutan 
Anonaaticr Ltd. r h d  now elraw .UR in coaslrltrtioa with 
dlaborators a detailed plan .for the mantlfachve of vdoru- 
~am-t., -W fmm tbe 17th Phme onwudr, 



(*) On& *0 kt- of !b!I teehniclpns (odllcers, md 
-1 were e n t  to U.K. far trlrining in August, 1959 snd 
September, 1959. Strangely, tlse duration the 

for less than a month only which in tire minion & 
the hb-Commitiee was pwsIy inadsqapte. Frutbor, aE 
though the project is still in its infancy, so- -ed per- 
sonnel have been posted out of the Project. The Sub-Com- 
dttee desire that Hindustan Aeronautics Ltd. should care- 
fully examine the question of training mom officers and 
s tdl  in India or abroad and also draw up a plan for the 
replacement of the Poreign technicians working in the 
factory. 

(j) There was inordinate delay (14 months) in sanctioning 
the civil works for the project and the further delay of 
15 months in issuing the revised administrative approval. 
There were several defects in the constroction of work= 
shop buildings regarding drainage system, floariag and 
sun rays entering the workshop. which should have W 
foreseen. 

(k) Because of the set back in the production programme, 19 
Rolls Royce engines procured during the period Daeem- 

C ber, 1961 to June 1962 were not utilised before the ex- 
piry of their warrentv period. The Sub-Committee would 
like to know tlw outcome of the request made for exten- 
sion at the warranty period. 

(1) Even ~ f t e r  51 w n r s  of slaning the agreement for mama- 
facture of the airrrnft. the. question of uncertainty re- 
garding continua~vr cf its manufacture has not yet been 
settled. There was delay in manufacturing the proto 
type of Avrct-74831 (side-loading military freighter ver- 
sion). Therefore, the requirement for this aircraft was 
cancelled in November, 1962 as the Air Force ceuld not 
afford to wait in the context of the Emergency. The pro- 
totype of Avm-748 MF (rear-loading military freightam 
assault aircraft) is expected to be received in Indim in 
May, 1965, after which the trials would be held in the 
Indian conditions. The results of the trials of this ah- 
craft by the Royal Air Force starting from Angtlst, 1965 
are also to be awaited. The decision abopt the selection 
of this aircraft or otherwise would be possible o n b  by 
the end of this year. It is regmttable that mc-e 
about the rcar-lading military transport t h r a f t  ContinlleS 
although. at the time of entering into the WW@memt 

of th. raauirement of the Air Force was for tbf, 



hype of ahcraft The Sub-Committee would like Q. 
know the outcome of the trials of the prototype. 

(m) Government have been able to get a reduction of 
Z150,000 only in licence fee partly because of shortfall in. 
the respective performance guarantees of Series I and I1 
aircraft. 

(n) There were as many as 1600 objections in the mainte- 
nance of cost accounts by the AMD. There was also in- 

ordinate delay in handing over the work of maintenatwe 
of accounts to the Defence Accounts Department. The 
Sub-Committee would like to know about the progress 
made in settlement of the audit objections and the actinn 
taken against the officers concerned. 

22. During their ds i t  to the qrcraf t  Manufacturing Depot, in 
the month of February, 1965, the Sub-Committee wcre glad to find 
that the manufacturing work was now getting momentum and that 
from September, 1966 onuwds n tarfict of one aircraft per month 
would be achieved providcd sufficient orders were placed. The 
present order of 27 aircraft was not considered adequate. it-would 
be a pity if this progress is again thwarted for lack of orders. The 
Sub-Conlmittee understand that an order of 15 aircraft was expect- 
ed from the Indian Airlines Corporation \vho have been delivered 
one aircraft for trials. They desire that iu caw the aircraft is 
found suitable for the requirements of Indian Airlines Corporation, 
their requirements shoul$ he met from the fIindustan Aeronairtics 
Ltd. Any other factors including minor price differences should 
not be allowed to stand in the way, because meeting the require- 
ments from HAL would inter alia mean substantial saving in 
foreign exchange. The Sub-Committee also desire that with tho 
transfer of manufacturing unit under the management of e com- 
pany, its working should be thoroughly reviewed and necessary 
action taken to effect improvements and avoid failures that occur- 
red in the past. The Sub-Committee note that the Executive 
Director for production of Hawker Siddeley Aviation Ltd. reported 
in July, 1964 on the working of the Kanpur factory. They hope 
that necessary action will be faken on this report. They would 
like to be informed in due course about the action taken on the w- 
commendations of the Executive Director. 



. - 
ACCUMULATION OF REPAIRABLE STORES 

Para 13-Audit Report (Defence Services), 1964-Pages 11-12. 

23. (a) Aircraft.-In one Depot (No. 1 Base Repair Depot) 204 
aircraft, of which 50 had been received more than four years back, 
were held in repairable condition on the 31st March, 1963. I t  was 
reported by the Ministry of Defence that out of these, work on 80 
aircraft was not taken up as the overhaul line was full; work on 
49 had been held up for want of spare-,; 29 were not rzquired ur- 
gently for issue to units; for anothzr 28, disposal instructions were 
awaited, while 10 were awaiting cmnibalisation; work on 4 had 
been suspended after doing some repairs and the remaicing 4 were 
under survey. 

During the years 1961 and 1963,. only 50 p r  cent of the target 
fixed by the Minis'ry of Defence was achieved. 

24. Larest posi!ion of rcmirable aircraft.-In a note furnished to 
the Sub-Committ~e. the Ministry of Defence have stated that the 
latest position of 201 repairable aircraft is as .follows: 

No. of aircraft 
No. of nircrdt 

strikr ofi' 
No. of airimfi n:!t rrq:lircd to 

bc rcpirai . 12 

No. of aircrdr t o  hc r;paired . S6 

Thus, the number of aircraft left in the Dcpot out of these 203 was 
138 (out of which 52 were not rqui red  to be repaired). 

A total of 252 aircraft were received after 31st March, 1963 upto 
30th September, 1964. A total of 112 of these aircraft was repaired 
and issued upto about the middle of December, 1964 leaving a 
balance of 140. This included six more aircraft beyond economical 
repairs awaiting strike off charge and one more aircraft also not 
required to be repaired. It would therefore be seen that the total 



;mumber of aircraft held in the Basz Repair Depot about the mid- 
dle of December, 1964 was approximately 278 (138 plus 140), 
against the figure of 203 as on 31st March, 1963 given in the Audit 
'para 

This indicates that the positjon of the total number of aircraft 
held at No. 1 B.RD. (to be repaired, or to be surveyed/struck off 
etc.) deteriorated further in December, 1964, as compared to 
March, 1963. 

Besides, as on 10th December, 1964, the number of repairable 
aircraft lying at other places was 101, making a total of 279 plus 
101-379. 

The Sub-cornmitee feel deeply concerned at the rnqgninrde of 
aircraft awaiting repairs with the Air Force. The total number af 
aircraft for repai; including those waiting to be surveyed etc. comes 
to 379. This figure the Sub-committee consider very high. 

25. Position of Vampires.-The Sub-committee note that the 
bulk of the aircraft not repaired are Vampires. In 1957, on the in- 
troduction of Hunter aircraft in the IAF,'Vampires were intended to 
be phased out of service. It was decided in 1957 that only a limit- 
ed number of Vampire aircraft would be kept in service. Conse- 
quently, the repairs of Vampires a! the B.R.D. was given lower 
priority. Later on in April. 1960, this decision was revised and all 
the Vampire Squadrons were kept in service. In the metintime, 
the earlier decision of 1957 to phase out Vampires bad resulted in 
the pipeline of spares for Vampires being dried up. This consider- 
ably affected the repair position of Vampires. 

With the onset of the emergency, the Vampire U.E. had to be 
raised further to augment training facilities. However, in the 
India Defence Plan, :he Vampires are expected to be phased out in 
the matter of 3-4 years. 

The position of repairable Vampire aircraft at the Base RepaiF 
Depot as on 31st December each year from 1957 onwards was as 
f 0llows:- 



The establishment sanctioned for BRD in 1958 wae meant inter 
aliar to repair 85 Vampires per year. In 1961, the establishment of 
BRD was revised which provided for annual repair of 138 Vam- 
pires per year. Actual production was, however, limited by short- 
tage of technical personnel and spares. The Defence Secretary 
stated that although it was decided in 1960 to retain Vampires, the 
number of repairable aircraft continued to increase. The reason 
was that though the number of flying hours had increased substan- 
tially with a view to giving the pilots the required training, the 
repair capacity was not augmented. This resulted in increasing 
!he number of aircraft requiring repairs. It was admitted that the 
accumulation of repairable Vampire aircraft led to difficulties in 
providing aircraft to the training institutions when the Vampire 
U.E. had to be increased after the commencement of the emergency 
!o augment the training facilities. During lW, 8 second-hand Vam- 
pire trainers were purchased from Indonesia and 10 Vampire 
Trainers were obtained from U.K. under, aid. These acquisitions 
were, however. to meet the urgent Air ~ o r c e  requirement to sus- 
:ain the U.E. I! has, however, been admitted that in the case o f  
Vampire Trainers particularly the accumulation of repairable air- 
craft has :~sultcd in depleted strength of the Units from 1962 on- 
wards. 

The Sub-Committee regret to note that the capacity sanctioned in 
is61 for repair of 138 Vampires per year bore no relation to the actual 
production. This led to the somewhat anomalous situation Clat 
an one hand a large number of Vampires were awaiting repairs, and 
un the other, the Ministry had to purchase second-hand Vampires 
from other countries because of the limited repair capacity at the 
Base Repair Depot. I t  is a matter of serious concern that because of 
aecumulation of repairable aircraft. strength of the units was deplet- 
4. 

The sub-~ommittee discussed with the representative of the Min- 
?stry of Defence the reasons for ;he hemy accumulation of repairable 
drcraft. The? were informed that the accumulation was main!y due 
?o shortage of trained personnel and of spares. 

26. Shortage of Man-pouqpt.-In a statement furnished to the Sub- 
Committee the Ministry stated that there had been a shortage of 
man-power from 1958 onwards in B.R.D. It has also been stated that 
the shortage of technical personnel is not particular to the B.R.D., 
but this has been due to the general shortages in the technical man- 
power in the I.A.F. Taking into account the increased requirement 
of technical personnel for the IAF, an Air-Force Technical Training 
School was formed tit Kanpur with effect from May. 1960. It was 
decided to undertake training of approximately 1.000 technicians every 
280(Aff) LS-4. 



year. The training programme for technical airmen has been revised 
iu 1963 to provide for filling up of the cadre in a reasonable time. It 
has been added that training takes time and even after training, cer- 
tain amount of experience is necessary before these trained man- 
power become Gp. I Technicians (proficient in Job). 

Despite that training programme the shortage of manpower in the 
BRD and RMD has continued on account of rapid expansion of the 
Air Force as a whole and a consequent increased requirement of 
technical personnel. The Defence Secretary statdd during evidence 
that until their full training quota was completed (by the period 1967 
to 1969) the manpower problems would not be fully overcome. In 
the meanwhile the technical personnel would be distributed among 
the various workshops (including the new Depots No. 2 and 3 
BRD's) according to their availability. 

The Sub-Committee regret to note that although the shortages in  
man-pwer have existed in BRD since 1958, no effective steps 
were taken to make up teficiencies. (In this connection, the Suh- 
Committee were informed that on the partition of the country, whilr- 
the I.A.F. inherited a number of flying formations, no maintenance 
unit fell to our lot because all those were located in West Pakistan. 
Hence since partition. the Aircraft Repair Depot set up at Kanpur on 
15th August, 1947 was the only repair depdt arailablc to 1.A.F.). It 
is also regrettable that the percentage of actual strcnglh to sanction- 
ed establishment was 45 per cent during the year 1MB. when the 
repair work had accumulated in large dimensions. It is not clenr why 
the man-power actually decreased in BRD in 1963 instead of i~rcreas- 
ing. This point requires further looking into by the Defcncc Ministry. 

The Sub-Committee also note that somt* staff \\,,errm (ra~~sferrcri 
from the B.B.D. and R!MD and other Air Force Units lo the Aircraft 
Manufacturing Depot, Kanpur which was established in 1960 under 
the Maintenance Cormnand of the Air Forct-. I)esidcs. in ;I few cases 
Air Force personnel belonging to other units worked at AMI) 
without being o#ficially attached 10 that unit. This was possihlc hr- 
cause all the three Air Force units (BRI). RMJI and ABII)) were in 
the same station and under the same AOC in C, Maintenuncc Com- 
mand. The Sub-Committee regret lo point out that an the one hand 
the repair work was falling into arrears, and on the other hand cxpe- 
rienced technical staff was withdrawn from the RRD and RMI) and 
ather Air Force units for the AMD, resulting in further deterioration 
of tbe repair capacity. 

27. Shortuge of Spares.-In regard to shortage of spares, it was 
stated that the normal procedure of getting spfres for. repairs was a 
periodical assessment of requirements for the overhaul of aircraft as 



well as accessories, on the basis of which orders were placed abroad. 
This was a continuous process. Occasions however did arise when 
demands for new spares, not commonly required also arose. Subject 
to the limitations of foreign exchange and difficulties in obtaining 
spares for obsolete aircraft from abroad, continuous efforts were 
made to obtain the range of spares required. Also since some of the 
spares were out of current production, orders for the same entailed 
special manufaclure which involved both extra time and coct. TO 
some extent the limitation in foreign exchange resl.i:rce.i w s i  also 
stated to be the cause for inadequate supply of spares. In this con- 
nection, the Ministry furnished the following figures of total foreign 
exchange asked for year-wise for maintenance and overhasll spares 
for the Indian Air Force and the allocations made against them: 

;In lakhs of rupees,; 

Forr: ign Foreign 
cxchange exchange 
iskc:! for allocated 

'I'hc Sub-C(m~rn~ttcc n5kt.d ;!S.;ilr tile .I<. tuai vi::lrsa:ion of the . . f(t!.ibit:n cschangL* iil1oca:cd tcb I:!(? Minisr?. ! h r  j:.i:ness siated th:it 
thc fij:urcs spr:.ificnlly in rcqx..c: of the mnin*rh:lnnce and overhaul 
s p ~ r r . ~  w c l ~  1 1 , ~  av:illab!e. I?c\ ;.tddcd tha: duril?; !hc period April to 
Dt.coinl>?r I!)5>; ;,gains: the t c r : ; ~ l  demand of Rs. 53.73 crores, the  Min- 
istry wcrc8 allotted Rs. 20.34 imm?s, tile w h d t  of :vhic!l was spent. 
Out o f  a surn of R?;. 1226.64 lakhs asked ior  the Air Force. the actual 
allolnirnt was only Rs. 325 lakhs which was q ~ n t .  The Sub-corn- 
n1ittc.c painted out Zhat during !he year 195940 as against Rs. 358-11 
lakhs asked for by the Ministry for maintcnanne and overhad spares 
for the IAF. the actin! allotmrnt was Rs. 126.82 lakhs. The Defence 



Secretary stated that against the total demand of the Ministry for 
Rs. 34.7 crow for the year the actual allotment was roughly Rs. 6.7 
awes. Having regard to the urgent need of spares, the Ministry 
placed more orders for spares out of the total sum actually allotted. 
The Sub-Committee pointed out that during the years 1957-58 to 
1960-61, Rs. 20.94 crores of foreign exchange was allotted against 
Hs. 23-23 crores asked for, which worked to 90 per cent of the m o u n t  
asked for. The Defence Secretary stated that while asking for 
Hs. 23-23 crores of foreign exchange, the Air Force must have pruned 
their demand knowing fully well the difEculties in obtaining it. The 
Sub-Committee find it ditficult to accept this explauation. In view 
of the fact that during the years 1957-58 to 1M-61,90 per cent of the 
amount asked for spares was allocated, the shortage of spares cannot 
bc attributed to lack of foreign exchange during these years. 

28. In this connection. the Sub-Committee learnt that the entire 
system of Maintenance Planning in the I.A.F. was defective. In 
theory, a comprehensive maintenance plan was supposed to be drawn 
up for each new type of aircraft by an Initial Planning Committee. 
and the maintenance and supply organisation made ready well in ad- 
vance of its arrival. This procedure was, however. attempted only 
once. The usual practice seemed to be for new aircraft to arrive 
before the supply and maintenance organisation was ready to receive 
them. Aircraft were flown until they were grounded for lack of 
spares or for overhaul of the engine, airframe or other cwmponents. 
This happened in the case of several types of aircraft in use in the 
I.A.F. Their life expired engines along with other components wenx 
repaired and overhauled abroad for several years after they enteretl 
thc I.A.F. The Sub-Committee cannot but express their great sur- 
prise and regret at this lack of planning in the past. 

29. As regards the provisioning procedure for spares, it was stated 
that there was no scientific system in the BRD of recording consump- 
tion data of spares during overhaul. Therefore, the rcxommendntions 
for overhaul spares made by the BRD were not related to the con- 
sumption da!a but was dependent on their terhnical advice. As such 
assessment was not free from inaccuracies. Air Force had now start- 
ed main tain4ng consumption data of spares for aircraft production 
from April, 1964. The Sub-Committee asked how in view of this the 
Ministry ensured in the past that the foreign exchange made avail- 
able for spares was effectively used for procuring spares which werrb 
necessary and that no spares accumulated in stock. The Defence 
Secretary replied that there was no absolutely fool-proof method of 
odering spares. The Air Headquarters and Maintenance Command 
were following a particular system of ordering spates. But they 
found that in point of fact certain spares which were ordered wcre 



nut moving so fast as was expected, while certain other spares were 
consumed more rapidly than expected. They a h  found that certain 
other spares which had not even been thought of were suddenly re- 
quired and were ordered on an emergent basis. In order to improve 
the system of provisioning, a committee of experts was appointed in 
1963 (La1 Committee) to review the position. This committee had 
pointed out certain defects in the system of provisioning which were 
king remedied from time to time. The witness added that even 
today they had not found any answer to the various problems con- 
nected with the provisioning of spares, and they were still grappling 
with the problem. 

The Sub-Committee asked about the number of planes held up for 
repairs for want of spares. The Defence Secretary stated that it was 
not possible to give this information, for sometimes in case of major 
overhauls even when spares needed were known and were available, 
iifter opening the aircraft it was found that some spares ~ieeded wcrp 
not available. Thc witness, however, skted that a number of air- 
(.raft were held up for want of spares and capacity. . 

The Sub-committee are surprised that in the past there was no 
4entific system for recording consumption data of spares during 
everhaul. The provision of spares was therefore not free from inac- 
cxuacies. The result was that unwanted spares were accumulatd 
and on the other band the necessary spares were short provisioned 
or some of them not provisioned at all. In this connection. the Suh- 
Committee understand that in the case of one particular type of au- 
'craft the value of spares and supporting ground equipment o r d e d  
over a period of six years exceeds 160 per cent of the initial cost of 
:!he aircraft. Considering that the average utitisation for each air- 
craft  comes to less than 200 hours a year. the amomt of spans par- 
c ~ ~ d  seems to be excessive. 

While the Sub-committee appreciate that no perfect system can 
1m devised to avoid some nccumulation or unexpected shortage, what 
the Sub-Committee fail to understand is why even the necessary re- 
r o d s  of consumption etc. were not mnintnined. The Snb-Committee 
nre, however, glad to be assured that the Air Force have started main- 
laiaing consumption data of spares for aircraft p d u c t i o n  fram April. 
1964. 

30. The Sub-Committee asked about the action taken on the re- 
~~mmendation of the La1 Committee regarding setting up of 3 main- 
t manre and planning team. The Defence Secrctav stated that this 
rccomrnendation had been accepted. Explaining the diFRcultics ln 
the implementation of this recommendation, the witness state:? that 



an Initial Provisioning Team which had been set up in respect of 
certain aircraft took quite a long time to give their recommendation. 
In the meantime some interim steps had to be taken, pending the 
receipt of recommendations. Even the so-called expert data given by 
the Initial Provisioning Team was based on quite a lot of indepen- 
dent assumptions. If the Ministry asked for more spares, the total 
bill would become very heavy. Therefore, they had to apply some 
corrective because of the limitations of resources. 

In view of the serious difficulties experienced in the past in regard 
to the provisioning of spares for the aircraft, the Sub-Committee hope 
that continued and serious attention will be bestowed on the various 
recommendations made by the La1 Committee, for improving the 
system of provisioning and procurement of stores. 

31. Shortfall in the tasks allotted to BRD.-The Sub- 
Committee drew the attention of the Ministry to the 
shortfalls in the target fixed for the Base Repair Depot for the years 
1961 and 1962. The Ministry stated in a note that Government did 
not fix yearly tasks for the Base Repair Depot. However, establish- 
ment considered necessary to carry out a specific quantum of task 
was sanctioned by the Government from time to time. In 1958 an 
establishment for the B.R.D. was sanctioned which was continued 
till March. 1961 when a revision took place. The establishment 
sanctioned in 1958 and 1961 by the Government was based on the 
assumption that the task mentioned in the sanction might arise. Due 
to the continuous expansion in the Air Force. the repair require- 
ments had gone up. This led to accumulation of repairable hold- 
ings. Further the manning of B.R.D. was not equal even to the 
.sanctioned establishment. In 1961 and 1962 the percentage of 
effective manning to the sanctioned establishment for important 
trades was only 64.4 per cent and 62.3 per cent. As against thig 
the production represented 64.5 per cent and 46.1 per cent of the 
target (TargetlTask based on establishment). The lower produc- 
tion in 1962 was further explained by the fact that the percentage 
manning in three very important trades and particularly of elec- 
tricians was much lower than the average effective manning figures. 

The percentage of actual manning visa-vis sanctioned establish- 
ment as on Slst December, 1963 and 30th September, 1964 for wnne 
important trades in the B.RD. was as follow:- 

Trade On On 
3x-rt-1g53 -.  - -.---. .." -- . w -- 30-9- I* 

- .----. , --* - - ---..I.- 
Electrician-I 50% 72 '6% 
Fitter-11-A . 41 'sO/n 78-80/ 
Fitter-IT-E . 334% S S * ~  
Inst. Rep. I 37% 78?& _ ___I_ * I_-_- - --- -. _ - - IA .  - -1--1 



The actual task carried out during 1963 and in 1964 (upto 30th 
September, 1964) represents 31.4 per cent and 52 per cent respec- 
tively of the teak based on sanctioned establishment. 

The Sub-Committee asked if there was any system to review 
the work being done by the technical personnel in the Depots. The 
Defence Secretary stated that from 1964 the Air Headquarters had 
introduced a system whereby a review could be made every three 
months to determine how exactly the work done compared with 
the manpower and the resources available. They would have to 
wait for sometime to know whether these reviews were effective 
or some more measures were necessary. In reply to a question the 
representative of the Air Headquarters stated that each section of 
the workshop maintained a job card which would show the number 
of man-hours spent on a task. With the help of the job card, they 
were able to conclude whether all the man-power had been account 
,ed for, but they had no system to check up whether the man-power 
available matched with the job card man-hours. 

The Sub-committee feel concerned over the shortfall in tbe 
tasks allotted to the Base Repair Depot during the years 1961 fo 
'1964. What is more the tasks carried out were not in proportion to 
the actual strength available in the Depot. During the year 1962, 
although the effective manning was 62 per cent in important trades, 
the production represented only 46.1 per cent of the target. Sd- 
lady the tasks carried out in 1963-64 were not in proportion to the 
actual manning for important trades. The Sub-Committee are, 
however, glad to note a distinct impravement in the actual manning 
position vis-a-vis the sanctiorred establishment on 30th September, 
1964 as compared to the position on 31st December, 1963. The Sub- 
Committee hope that this good trend will continue and that the 
system of quarterly review introduced by the Air H.Q will produce 
results. 

Delay in setting up Survey Bout ds- 

32. The Sub-Committee drew attention to the delay in disposal 
of 28 aircrafts which were beyond economical repairs. They vere 
informed that the Boards of Survey for 16 of these aircraft have 
been completed, strike off authority for 4 of these had been i.- 
and for the balance 12, the proceedings of the Boards of Survey 
were being processed. For 12 more silrraft, the Boards of S u m  
had been ordered and their proceedings awaited. It was stated 
that the Boarda of S u b y  had in most cases been convened in 1963 
only. It had not been possible to ascertain why the Boards were 
mot convened earlier. The Sub-Committee regret that there hsvo 



bum caaadderable ddays in setting up survey h d a  fa recommerrdl: 
wkether repairable akcraft should be catagaised beyond eeonomi- 
c d  repairs for disposal action. Out of 28 aircraft r e f e r d  to in the 
audit para, Boards of Survey have been completed only in respect 
of 16 aircraft. These boards were odered only in 1983. The Sub- 
Committee desire that the repairable equipment should be periodi- 
cally inspected and those which are beyond economical repairs 
should be disposed of or cannibilised in time to provide spare parts 
for rother a i r 4  which might be needing such spares. 

Expunsion of Repair facilities- 

33. The Sub-Committee asked whether the Ministry had chalked 
out any programme to clear the arrears of repairs to aircraft. Thr 
Defence Secretary stated that the whole arrangement for main ten - 
ance and overhaul of aircraft was being reviewed to find out to 
what extent it should be done by the Air Force or the manufacturers 
and to what extent the aircraft could be scrapped. One of the 
difEculties was that the number of man-hours required for repairs 
of the older aircraft was much more than for new ones. Another 
difaculty was that for the older aircraft some of the spares were not 
available. For instance the maintenance of Vampires, Toofanis and 
Hysteres had considerably added to the problems. But becausc! a[  
the difaculty of immediately getting the replacements for these air- 
craft, these had to be continued in service. The witness added thn: 
it was proposed to have repair facilities for standardised aircraft 
and that in respect of the aircraft like Vampires, Toofanis and 
Mysteres it would be waste of effort to estnblish additional repair 
facilities. At present the Air Force had to live from hand to mouth 
with these aircraft. If an aircraft was required urgently, they 
would repair it, but they would not waste too much effort on them 
With regard to the' Gnats, Hunters and transport aircraft, thev tverafi 
really making an assessment of the repair facilities needed. 

The Sub-Committee learnt from the Ministry's note that a tech- 
nical committee has been appointed to take stock of all thc repair- 
able stores lying at various depots, survey them and report on aii 

adequate repair programme. This committee has started funct~nn- 
ing from 1st December, 1964. The report of this committee would 
enable Government to know the premnture problems and the  ndrv  
of repair programme required. 

The Sub-Committee are glad to note that the Ministry an- 
taking interna1 steps to teorganise the existing repairs depots on n 
mom rational and scientific basis with a view to facilitate hetier 
p r o d a c ~ .  The Sub-Committee desire that the work rcgardinrc: 



-t of m b l e  ahcraft and other equipment as well as m- 
ocganhtioa of the repair depots should be completed srpeditiwoly. 

34. The Ministry have also stated in their note that due to the 
inadequacy of the repair facilities a t  the Repair Depot Kanpur, No. % 
Base Repair Depot was planned to be established at  Maharajpur 
h m  the year 1963, which was still in the process of being develop- 
ed. The work pertaining to the repairfoverhaul of light aircraft 
and their components would be dealt with at this depot. In addi- 
tion to this No. 3 Base Repair Depot was being established at 
Chandigarh to undertake repair and overhaul of a11 Russian type of 
aircraft. The Sub-Committee asked if the new depots had been 
planned properly. The Defence Secretary stated that in regard tn 
the Repair Depot at Chandigarh, arrangement had been made i n  
consultation with the USSR Government to determine the machi- 
nery required for t b  workshops. The machinery was arriving and 
the workshops were being built. As regards, Maharajpur Depot, 
the witness stated that it had been planned to supplement the re- 
pair capacity of the Kanpur Depot. The Depot had already started 
functioning and some repair work was already being done then? 
The Depot would start functioning with greater capacity from the 
end of 1965. The witness added that the Depot was sanctioned in 
a hurry in 1963 when the repair work suddenly increased and it was 
not possible to say whether it would be permanently required, until 
a review which was being carried out in regard to the overall re- 
pair work was completed. The witness however held the view that 
the additional repair depot would be n2eded because apart from 
aircraft they had a considerable quantity of other equipment which 
had to be mpahd. The Sub-committee desire that the functions 
of No. 2 B.B.D. Maharajpur should be carefully chalked out and its 
requirs~nents of manpower and machinery properly ~lanned. 

Sta&rdisatiu?a of aircraft 
35. The Sub-Committec were informed that a large variety of 

aircraft was one of the important factors responsible for difficult ieb 
in procurement of spares and establishment of repair lines. This 
had been taken due note of by Government in formulating the India 
Defence Plan for the ~lr?xt f i \ ~  years period. An attempt had heen 
lpade to achieve a gradual standardisction by eliminating the o w -  
l& types from service. Due to practical limitations. the process of 
standardisation was of course a qradual one and it was bound to 
take some yean before it could IN- completed 

Tbe Sab-Camm(ttee an! glad to learn that the poticy of introduc- 
img the principle of standardisation of nircraft has been accepted and 
suns has been incorporotM in the India Defence Plan. 



' I. In another Depot (Repair and Maintenance Depot) appmxi- 
mately 1.53 lakhs numbers of other repairable items, some of them 
dating from 1950, had accumulated upto 31st December, 1962. 

A rough breakdown of the repairable holdings in broed-cate- 
gories is given below:- 

Instruments . 
Aircraft components . 
Wireless . . .  . 
Ground and other Misc. equipment . 
Armament . 
Electrical . 

The Ministry have stated that the Repair and Equipment Section 
of R. & M. D. has by convention been a holding unit for all repair- 
able equipment of the entire Air Force including those for which 
R. & M. D. is not the repair agency. Considerable parts of the items 
relate to Dakota, Liberators, Spitfire, Tempest and Hurricane air- 
craft. All these aircraft except Dakotas and liberators have al- 
ready been withdrawn from service. At present, the boards of 
survey are being held with a view to segregate inactive stores ior 
disposal and transferring the items of current use to the appropriate 
repairs depots. The boards of survey, to inspect, recategorise and 
recommend disposal of various ranges of repairable equipment were 
convened or are being convened. Repairable equipment of Goblin, 
Nene and Verdon engines are being handed over to No. 1 B.R.D. 
who are the repair agency for these items. About 75,000 itcms in 
all have been surveyed out of which 33,000 are not required. 

The Subcommittee asked why the stores pertaining to the air- 
craft already withdrawn from service were not surveyed earlier 
and disposed of. The Defence Secmtary stated that previously 
there was reluctance in the Air Force to dispose of old stores. The 
witness added that an equipment could not be necessarily discarded 
just because an aircraft was discarded. Most of the items which 
were bought out items were common to more than one aircraft, eg. 
speedometer, electrical device etc. All these items had to be identi- 
fied and having regard to the aircraft in use, they had to decide 
fusther action to be taken 

The &rB-Committae fed  concerned over the tdonltnrtsd dday in 
thb cue in wrting out rspdnbb ibpv whkh hD.u beam nccumElkt- 
h g  in the Bepair and Mhtenanee Dapd dace 1MO. Opt of 1.m 



l&hs numbers of items ac~~lmulated upto 3lst December, 1962, only 
about 75,000 items in all have been surveyed so far, out of which 
33,000 items arc not required. According to Ministry's own adds- 
sion some 1- might have occurred due to non-repair for long time 
of some repairable items. The Sub-Committee regret that on the 
one hand the Air Force were short of aviation items, on the other 
hand'some components, which might be of current use, were allow- 
ed to lie unattended in as disorganised manner. 

As a considerable part of kale items relate to thu aircraft whirL 
have already been withdrawn from service, these items should 

-have been surveyed simultaneously with the withdrawal of the 
respective aircraft and action taken to dispose of such of them as 
were not required. The Sub-Committee desire that an enquiry 
chould be made to find out why action to sort out these items was 
not taken earlier. The Sub-committee hope that the remaining items 
would be surveyed more vigorously and action taken to dispose of 
those required. The Sub-Committee also desire that a system should 
be intrbdured under which when a plane is withdrawn from service, 
its spares etc. should be simultaneously disposed of if not required 
for any other current aircraft. 

37. The Sub-committee were informed during their visit to the 
Depot that the total number of repairable items accumulated at 
the Depot was abau: 3 lakhs upto December. 1963, against the 
figure of 1 5 3  lakhs on 31st December, 1962 as mentioned in the 
audit para. The Sub-committee wonld like the Ministry of Defence 
to have these figures carefully checked up and properly reconciled. 
If number of repairable items has increased so abruptly from 1-53 
lakhs to 3 lakhs during the course of one year, then the position re- 
quires special attention to sort out these items and arrange for their 
repairs 'disposal. 

Shortfall in tasks 

38. According to Audit, during the three years !960. 1961 and 
1962, only items, representing 52 per cent of the target, were actu- 
ally repaired. Tn their note the Ministry have staf.sd that during 
the relevant years the repairable task was issued by the Air Head- 
quarters an the basis of 7eriodical provisioning reviews. During 
the reviews, items which were required to be repaired were ascer- 
tained and tasks were raised on the R.M.D. Such tasks in no way 
related to the establishment or capacity of the R.M.D. In those 
years, R.31.D. was not consulted whether it was possible to achieve 
the task laid down. The Ministry have urged that the pcrfor- 
rnence of RM.D. ;ay not, therefore, be judged by considering the 
task as a target for R.M.D. for any year. The establishment of 
R.M.D. was revised in 1962 and made effective towards the end of 



1982. The strength of Group I tradesmen who are mainly respon- 
sible for production was only about 42 per cent. of the sanctioned 
strength. The output obviously depended on the effective maming 
and not on the sanctioned establishment. As regards the perfor- 
mance of R.M.D. during 1963, it has been stated that the output 
was 22,521 against the arising of 32,600 and task of 95,148. . 

As regards the steps taken to improve the repair output of the 
Depot, it has been stated that the technical committee referred to in 
para 33 above would be looking into this problem. 

The Sab-Comtnittee feel concerned over the persistoat and heavy' 
~bortfalls in the tasks allotted to the Repair and Maiatbnance Depot. 
redmlting in a large accumulation of repairable items, sume of them 
dating from 1950. They are surprised to learn that the tasks dot ted 
lo the R.M.D. in the past bore no relation to ib estabUshmemt or 
capacity to undertake those tasks, resulting in considerably reduced 
output. The Sub-Committee, therefore, cannot understand Ulc* 
purpose of assigning such tasks. They cannot escape the coadu- 
sion that the R.M.D. suffered from neglect in the past They have 
bear assured that the technical committee referred to in para 33 
would be looking into this problem. The Sub-Committee hope that 
in future, the task allotted to R.M.D. will be properly co-dated 
to the expected d i n g s ,  actual establishment and the available 
capacity. Their obsenmtions regarding introduction of a Man- 
ti6e system for mnnning made in respect of BRD also apply in this 
case. 

39. To sum up, the unsatisfactory features in both these C L ~ A  

arc as undm- 
(a) Tbere is a very high number of aircraft requiring repair 

lying with the Air Force. 

(b) The main for accumulation of repairable aircraft 
was stated as inadequacy of manpower and shortage of 
spares. The inadequacy of manpower has been attributed to 
the sudden expansion of the Air Force. The Sub-Com- 
mittae note with concern that despite the opening of an 
AJr Force Technical Training .School in May, 1968 with 
training capacity of 1000 technicians pllsr year, the Aort- 
ages in manpower in the Base *pair I'kpot and Repair 
and Maintenance Depot have continud. The Sub-Com- 
mittee were assured that the problem of shortage of tech- 
nical staff would be dved by  the year 1967 and in some 



t r a k  by when the training quob wm eampldsd. 
The Sub-Committee desire that seriom attention should 
be paid by the Detence Minisby to this problem which 
is confronting the varioas repair units and the worksbops 
of the Air Force. They hope that the manning ef tbe 
new repair depots including Nos. 2 and 3 B.B.Ds. will be 
planned on a scientific basis. 

(c) The Sub-Committee note that because of the actual man- 
ning of the Base Repair Depot being considerably short 
of the sanctioned establishment, the tasks allotted were 
not fulfilled. Furthermore, the actual work done by the 
staff available was also not in proportion to the strength. 
For instance, during the year 1962, although the percent- 
age of manning to the establishment for important trades 
was 62, the actual production represented only 46 pcr cent 
of the target. The Sub-Committee. therefore, feel that 
there is a need for evolving some scientific system to deter- 
mine the requirements of manpower. They were gi\na 
to understand that a system has been introduced from 
1964 whereby a review for every three months would be 
made to determine how exactly the work done compared 
with the manpower and the resources available. The Sub- 
Committee desire that the matter should be kept under 
constant watch to ensure that these reviews were effective. 

(d) With regard to the spares. the Sub-Committee were in- 
formed that there were a number of difficulties in their 
provisioning; c.g., first difficulty of foreign exchange: 

secondly. difficulty in obtaining spares for certain obsolete 
aircraft: thirdly. lack of scientific system of recording the 
consumption data of spares The Lal Committee appoint4 
in 1983 pointed out certain defects in the system 
of provisioning which wcrc being remedied. The Sub- 
Committee regrett to note that although the problem re- 
garding provisioning of spares was not new to the Air 
Force, no effective steps were taken till 1963 to go into this 
matter in any detail. Even now the Min is t ry  have not 
been able to devise 8 fool-proof system. Actording to the 
Defence Secretary's own admission on the one hand the 
Ministry had di f l ld ty  in getting foreign exchange far pro 
cumnent of spares. and on the other hand they utibed 
the foreign exchange made available to them for pur- 
chasing thc spares which were not urgently ~ u M .  Tbr 

Sub-Committee hope that the system would be put on 
sound and scientific lines in the near fnture. 



(e) The Sub-conunittee were informed during evidence that It 
was not proposed to build up more repair facilities for 
obsolescent aircraft as it would take nearly two to three 
years to build them in the right dimensions by which time 
most of these aircraft would have to go out of service. It 
was proposed to concentrate on the repair facilities for 
standardised aircraft. While the Sub-Committee appre- 
ciate this, they would like the Ministry to examine 
thoroughly whether without clearing the backlog of obso- 
lescent aircraft held in repairable condition, they would be 
able to meet fully the requirements of the Air Force iintil 
newer aircraft were available. 

(f)  There have been considerable delays in setting up Survey 
Boards to recommend whether repairable aircraft should 
be categorised beyond economical repairs for disposal 
action. 

(g) There has been inordinate delay in sorting out repniralde 
items some of which have been accuniulated in the Repair 
and Maintenance Depot since 1950. It is obviws that items 
which were good and repairablr in 1950 nroy 11nw become 
obsolete and beyond econo~nical rcpairs in 1965. 

(h) From the above facts, it is clear that both the Base Repair 
Depot and the Repair and Maintenance Deput have sufler- 
ed from a certain amount of neglect in the past. The jobs 
done at these Depots have been persistently less than the 

tasks allotted year after year. One of thc inlvor~nnt rr:t- 
sons for those shortfalls and the conwqucnt arcumnlation 
of work has been the chronic shortage of t r u i l ~ d  person- 
nel. Yet. dc5pit~ t i~cw difiirultics, according to Ministr\ '\ 
own admission "In view of the high priority nllottcci to 
the production of Avro-748 aircraft : I I ~  t l w  ~ t ; ~ t i ~ t ~ u l  im- 
portance given to thc prujcct, major portion of resources 
available at K A I ~ P U ~  (BRD and RMD) were deployed to 
meet a very tight production whedule." Thc wi\dom of 
this step is not free from doubt. as it could not h:w- biwr 
in the beat inter& of tho I.A.F. 

However, during their recent visit to thew two Depots, the Sub- 
Committee were glad to discern a keen sense of awnrcness of the 
diQBculties involved and a determination to tackle them baldly. The 
Sub-Committee have no doubt that with proper support from the 
E.Q. and a realistic policy in regard to the manning of technical per- 
sonnel and provisioning of spares on scientifi; lines, these Depots 
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be file to play their role in keqing the I n k  Air Force in pro- 

per Mm, m d y  for any eventuality. 

40. While on the subject of repair and maintenance of aircraft, 
the Sub-Committee would like the M i i t r y  of Defence to give their 
serious and sustained attention to the following suggestions:- 

(i) The number of types of aircraft in the I.A.F. should be 
reduced and standardised. 

(ii) A Maintenance Planning Team should be set up well in 
advance before a new aircraft is brought into service so 
that it can chalk out a proper maintenance plan instead 
of relying completely and mechanically on manr~facturer's 
roeommenda tions. 

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

(iv) The Sub-Comn~ittee understand that the unserviceability 
of most of the aircraft in the Air Force is because of 
shortage of inexpensive items. This factor should be care- 
fully analysed and holdings of such items in field units 
should be liberalised. 

(v) Quick and effective action should be taken to weed out 
obsolete and surplus stores which are nnt rcquiwd. 

(vi) Telephonic and tPlegrnphic comn~unications between 
Equipment Depots. Repair Organisations Ovcrhanl Stores 
Depots, Forward Supply Depots. HQ. Maintenance Com- 
mand and Air Hcadquartcarc should he improved. 

(vii) The SubConlmitrcc wcrc surprised ta learn thnt 
under the extent Irunqmrt regulations, nwvement of avia- 
tion stores had nornrnily to he by gottds train and by the 
wagon load. Foilowing these rcgulatiuns literally, units 
went on accunwlating rotables for many mun ths befow 
despatch to the rcpair agencies. While this went on, same 
item! might he duw~a-graded to scrap. s m c  r . ~ w ~ i b d i s c d  
for spare. sonre might he damaged or deteriorated in 
atorage under field conditions and the few that finany 
arrived at the rcpair agency might need much more work 
and spares than would be otherwise necessary. These out- 
dated transport regulations should be scrapped forthwith 
and fast *ail and road transport, including civil carriw 
s h d d  be used for this purpose. 



A suitable scheme for mtting up an &-condor d c e  for 
movement of high value rotablsg and A.O.G. ( A i d t - o n -  
Ground) stores should also be evolved, 

,<viii) Tbe Sub-committee understand that sometimes aircraft 
are grounded fm lack of such mall parts as bolts, nuts, 
rivets, stainless steel wire etc. In the absence of indigen- 
ous manufacture of relatively simple general purpow 
spares, I.A.F. is  solely dependent on imported items. 
The SubCommittee desire that early action should be 
initiated to establish indigenous manufacture of these 
item 



para 14-Audit Report (Defence Services), 1961Page 12 
41. The Government of India entered into an a&reement d t h  thc 

Government of the United States of America on the 30th November, 
1962 for the purchase af tinned milk of the value of $4l,laoOO 
(Re. 194 l a b  approx.). On the basis of this agreement, India Supply 
Mission, Washington entered into 4 contracts with three American 
;8rms for the purchase of 17,500 tonnes (15,816 tonnes net) of milk 
tinned, in February and May, 1963. 10,000 tonnes of this quantity 
was to be despatched between March and June, 1963 and the balance 
between July and November, 1963. The requirements of milk had 
mddenly arisen on account of the emergency in October, 1962. 

The supplies of milk come to India in 26 shipments during the 
period April, 1963 to January, 1964. On arrival at Bombay, the 
Port Trust authorities, Embarkation Commandant, Bombay and the 
I#ral representatives of the Army Service Corps found that many of 
tbe cartons containing tinned milk cans had been damaged, the 
cans were dented, lusty, blown or bulged and reported severe losm 
on this account. Although only good tins were segregated and 
forwarded to Supply Depots, reports about further losses were re- 
ceived by the Army Headquarters. So in addition to the damages/ 
loses caused during the voyage, considerable loss also occurred both 
at the Port of discharge and at the consignee's end which was main- 
ly attributed to the weak nature of tins and cartons. 

Further tests conducted at the various Supply Depots showed 
that large quantities of milk had either cutdkd or were in proceae 
of curdling. Certain quantities were reported unfit for human cun- 
rumption and some as having short life. Up to the end of Novem- 
ber, 1983, 13,940 tonnes were received by the Embarkation Com- 
mandant, Bombay and despatched to 55 supply depots. Out of 8 
total quantity of 13,155 tonnes received by the depots, 2,048 tomes 
(valued at Rs. 32.77 lakhs approximately) representing 15.57 per 
a m t  of the stock was reported unfit for human consumption till 
Ikcember, 1963. 

Out of the total quantity of 15.816 net tannes of the tinned milk 
imported, the losses upto 30th September, 1904 were as under: 

- - - - "  . - -  - .- -̂ I-_..-__._ --..----.. - 
Nature of Loss Quantity Vnlue - -  -.- ---- ----- - * - -- - ----- 

Tonm Rs. 
(a) .Quantity damPetr;l in ships on unload- 

mg md during storagc in the Indian 
p a r t .  . . .  . 323.691 4 , 9 4 4 4  

87 
280 (Aii) LS-3. 
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* 

Nature of 'lees Quantity Value 
(b) Quantity damaged while carrying pack- Tannes Rs. 

B ~ C S  fiOm Indian ports to .the Army 
Supply Depoti . . 1866.412 ~8~74,274 

(c) Lodues or damages due to deterioration 
in quality of milk, curdling, or due to 
short life. - 935'725 14,41$17 

TOTAL . 3,125 '828 48,13,775 - - . - - _- - --. .- --.- -. 
Won : - A T  to the latest information given by the Miniotry of Defcace, the 

toul loss upto the end o February, 1965 ww 3144' 5x6 t a m s  valued at Rs. 48'44 lakhr 
WmuW 

A Board of Officers was appointed in April, 1964 to inquire into 
the exact causes of the l ~ s s  and suggest remedial measures f o r  
future, The Board submitted their Report on the 15th March, 1965, 
a copy of which was furnished to the  Sub-committee. 
Conclusion of contracts and w n g  of specifications for packing 

42. The normal procedure of inviting tenders and concluding 
contracts with the Suppliers on the basis of tenders obtained was 
followed by the India Supply Mission, Washington. The notice 
inviting tenders was issued by the I.S.M. on the 22nd December. 
1962. After calling for competitive benders, the I.S.M. negotiated 
with the tenderers, the lowest possible price acceptable to them. 
In regard to specifications for packing, the I.S.M. informally con- 
sulted the US. Department of Agriculture and adopted the commer- 
cial packing in fibre cases with 2001275 lbs. bursting strength, 
which were considered satisfactory for overseas shipment of 
evaporated milk. 

Army Supply Corps spcifications provide that tins should be 
packed in wooden cases. In the past, the Army Headquarters had 
agreed to obtain supplies upto 25 per cent. in fibre board cartons 
usually with bursting strength of 3801450 lbs. to save expenditure, 
on cost and freight. 

Before issuing tender notice, the I.S.M., Washington sent a cable 
on the 5th December, 1962 inter alia asking for instructions regard- 
ing specifications, packaging, destination etc. In a cable sent by 
Refence Ministry on the 7th December, 1962, the Ministry accepted 
the variety and grade of milk prescribed by the U.S. Department of 
Agriculture. But no mention was made in this cable with regard 
to packaging (cans) and outer packing (fibre board or wooden me).  
I t  was also not mentioned that a copy of Army Supply Corps speci- 
fications was being sent separately. A copy of the specifications 
waa actually despatched on the 1 l th December, 1982 but it reached 
I.S.M., Washington only on the 28th December, 1962, Le. a week 



after the issue of tender notice. The Sub-committee asked the 
reasons for delay in despatch of the specifications by the Minfstry of 
Defence. In a note furnished to the Sub-Committee, the XKinistry of 
Defence have stated that the letter was sent on the l l th  December, 
1962, and it was to go by diplomatic bag category 'A'. In 1962, cate- 
gory 'A' mail was despatched only once a week to Washingtan. 
There was despatch on the llth, but since the mail for despatch was 
to be handed over to the Ministry of External Affairs by 12 noon, the 
letter from the Ministry was not despatched to Washington on that 
day. This letter was despatched to Washington in the next bag on 
the 18th December, 1962. The Sub-Committee regret to note thrt 
even though the cable from Washington dated the 5th December, 
1962 asked for spmific instructions regarding packing and destin8tim 
etc. the Defence Ministry did not consider it neegicary to either send 
such instructions by cable or even to inform them that the instruc- 
tions were following in a letter. 

Not only this when the letter was actually sent on the l l th Dee- 
ember, 1962, instead of sending it directly by airmail it was sent to 
the External Affairs Ministry for further transmission in the diplo 
matic bag which was going only once a week What is more whem 
it was known that the letter had not been able to catch the diploma- 
tic mail on l l th and that the letter would not go until 18th, no step6 
were taken either to inform Washington by cable or to send a copy 
af that letter by air-mail to I.S.M., Washington. The Sub-Commit- 
tee desires that this failure should be investigated and responsibility 
Pxed. 

43. The Subcommittee asked about the action taken by the I.S.M., 
Washington on receipt of the A.S.C. specifications on the 28th Decem- 
ber, 1962. In a note furnished to them, the department of Supply 
and Technical Devel"6pment have stated that on receipt of the A.S.C. 
specifications from the Ministry of Defence. the I.S.M. Washington 
compared them with U.S. specifications and they did no: find (the 
U.S. Federal) specification inconsistent with the A.S.C. specification. 
It is. however. signidcant to note that there is an important aspect in 
which the US. Federal specification differs from the A.S.C. specifica- 
tion. The latter contains a definite warranty clause laying down that 
the product should keep wholesome and reconstitute properly in a 
tropical climate for one year from the date of delivery or shipment 
whichever is later. There is no such warranty clause in the U.S. 
apecitlcations. 

The I.S.M. had already informally consulted the U.S. Department 
.I Agriculture about the adoption d commercial packing. and had 



also made the followiag provision in the tender enquiry: 
"Cartom/caser should be scurely strapped with metal s t r ap  

capable of withstanding handling and transportation to 
Indian ports. The packages product shall be packed in 
containers which are acceptable to common canieds for 
shipment to point of destination at the lowest transporta- 
tion rate for such shipping." 

It has been added that the tenderers were free to qucrte for b t b  
types of packing. In other words they were not debarred from quo& 
ing for supplies with wooden cases. In view of this the Mission did 
not consider it necessary to reinvite tenders on the basis of A.S.C. 
specifications. None of the tenderers in any of the three inquirieu, 
however, quoted for supply with wooden cases. According to the 
Mission, they were informed by the U.S. Department of Agricultun 
that the commercial packing was being adopted for overseas sh ip  
ment by that Department and also the U.S. Army specifications ad- 
mitted use of commercial packing. The main difference between the 
US. (Federal specification) and A.S.C. specification related to the 
use of wooden cases and according to I.S.M., it would have meant an 
additional foreign exchange expenditure of $1.7 million (Rs. 78 lakhs 
approximately). It has been stated that this would have resulted 
in purchase of correspondingly less quantity of milk with the amount 
specifically allotted under the Agteement and that the I.S.M. were 
anxious to purchase the maximum possible quantity of milk to meet 
the emergent requirements of the Defence S e ~ c e s .  

The Mission did not specifically take up with the Ministry of 
Defence the deviation from A.S.C. specification in so far as i t  related 
to Qle use of fibre cases instead of wooden. On the basis of informa- 
tion available to them about the use of commercial packing of U.S. 
Department of Agriculture or U.S. Army for overseas shipment, the 
Mission presumed that the fibre carton with bursting strength of 
200/275 Ibs. would be adequate. Copies of the contracts had beem 
endorsed to the Defence Ministry and the Embarkation Commandant 
indicating clearly the package speciAcations adopted. 

In tbe first instance the Sub-Committee art surprised that I.S.M. 
W d b g t m  s h o d  be unaware af the A.S.C. specifications. S i  
tinned miflr was nat imported for our Defence Forces for  the^ f h t  
time, these Ipedtlatlons should bave been well known to our pur- 
chuc miclsiaa abmad. Sceondly what the Sub-Committee fail to un- 
derstand is how on d p t  of A.S.C. speciscations from the Ministry 
of Defence, the I.S.M. W a s b h g b  curia to the eonelrr4on that tbe 
US. (Federal) ~ c t t i o n s  were not inconsistent witb the A S C  
.peciButtoa whoa tbere waa 8 bade difference between them b u 



nrneSI rr the AS.C apdilcationr reqrrted ths me d wooden arsr 
XntheopWondtheSub-Committee itwaarJ#rhrilureomthe 
part of ISM. Warhinptar in not amsulting the Ministry of Db 
fence, who were the indentor, regardhag deviation fram the A.S.C. 
rpedtieati01~ The Sub-committee note that the contracts with the 
mppUm were signed on the 23rd January, 1983,27th February, l963 
ad 2nd May, 1963 after negotiatims. It is not clear why at fhe timb 
of these negotiations tbe exact speeificatim iR. A.S.C. specihtiea 
mquhd by Defence Ministry was not stipulated and revised quota- 
tion obtained. 

While the Sub-Committee appreciate the LS.NL's d e t y  to pur- 
chase the masimum possible quantity of milk to meet the emergent 
requhmente of the Defence Services within the allotted am-t 
they fed that this m o t  be given as justification for deviation 
from the A23.C. specification without consulting the indentor, which 
resulted in heavy losses of milk. 

The Sub-Committee note from the report of the Board of Officers 
that the tipp used by the suppliers were not even those presaibed 
in the Federal Specification for overseas shipments. The tins when 
campared to ASC.  specifications and the Federal Specifications for 
wetseas shipments were of weaker plate, they were of rimless, 
vent,& type which were unable to withstand high pressure, 
b.ndIing and extreme climatic conditions and prolonged outda 
atorago. Another unsatisfactory feature was that in the ease d cum 
aolrtnel, tbc specification d &on was further redaced from 
27Stbr to 208tb9. bursting strength. 

(A)  tosses during voyage at the poTt of discharge. 
44. The Sub-Committee asked about the action taken after the 

arrival of flrst consignment of milk tinned when damages to cartons 
and tins were detected. The representative of the Ministry of 
Defence stated that a cable was sent to the I.S.M. on the 22nd June, 
1963 about the defective packing und the material USBQ. s u m  
that further despatches might be sent in wooden packing. Tbe wit- 
ness added that the first ship had arrived round about the begin- 
ning of May, 1989 and that there was considerable congestion at 
Barnbay Port, at that time. Since ell the good and bad cases were 
mlxed up it took rwc time to regregate them and thereafter tbc 
matter au, taken up with the ISM. But the IS-M. =plied that 

packing auld not he changed and mwt d the shippiog had been 
a- md - m d ~ c a t l  md8t m y .  ~ i t c r  m~id-ble 
admp oi td- tbc LSN. w a  &ad to hip  the hl- 
-tr i rmk bursting 8- cartom out of 



contracted for supply in 200lbs. bursting strength. An additional 
foreign exchange of $l@,OOO was also placed a t  their disposal This 
enabled I.S.M. Washington to arrange shipment of about 19,000 
cartons of 275lbs. bursting strength. 

After BTTival of the consignments brought in 26 ships, m a h e  
s w e y  was carried out in respect of 22 ships. The statement at 
Appendix IV gives details about the quantity unleaded, the quan- 
tity marine surveyed and the observations of the marine suveyom. 
According to the Survey in every case the cartons were found torn. 
Tins were found loose, badly dented, crushed, stained, leaking and 
blown. In the case of four ships, marine survey could not be held 
although it was applied for. Due to heavy congestion in the B.P.T. 
sheds with unloading of tinned milk consignments in very quick 
succession, there was delay in segregating good tins from bad ones 
and the shipping agents had not agreed to the survey. Based on 
the marine survey reports, claims for Rs. 1,89,599.20 have been pre- 
ferred against the steamer agents. In one case, payment of Rs. 960 
was offered and this has been accepted by the Army Headquarters 
against the claim of Rs. 1677.22. The other claims yet remained to 
be settled. The Sub-Committee note from the Board of OHcers 
report that the fibre board cartons had been stacked in the ship 
hgles 10 to 15 high as the shipping companies normally do. But the 
cartons below and the tins in them could not withstand the pressure 
of upper layers. The cargo was hence discharged with varying 
degrees of damage at Bombay. The ships came to Bombay in 
quick succession during the monsoon. Rough weather during voyage 
could have led to some of the cartons becoming wet even before 
arrival at Bombay. In any case, exposure to rain during unloading 
could not be avoided. The discharge of cargo in quick succession 
made the task of clearance dimcult and the milk oozing from leaky 
and blown and bulged tins spread contamination before clearance 
could be effected. 



(B) Losses during tramit from ports to supply depots. 
45. h e  normal period for sampling and despatch to consuming 

centres by the AS.C. Supply Depot, Bombay varied from 15 days to  
2 months depending upon the availability of wagons. Since the 
loss incurred during this transit was the heaviest uiz., 1868.412 
t o w s  or worth Rs. 28,74,274, the Sub-Committee asked about the 
steps taken by the Army authorities to prevent further losses in 
transit from the port to the various supply depots in view of the 
experience that the cartons and tins were weak and likely to damage 
the quantity further. The representative of the Ministry of Defence 
stated that the following instructions were issued: 

(1) Consignments should be sent in clmed wagons. 
(2) Cartons should be placed in the wagons five cartons high. 

But in spite of that the losses could not be prevented because of 
f i lmy packing and thin containers. The milk had already oozed 
out of the tins in an imperceptible manner which resulted in curd- 
ling of milk. The witness urged that whatever action was possible 
in the circumstances was taken. But they could not change 
hundreds and thousands of tlns which were originally weak. He 
added that even if they had taken the tins in woodden cases the 1- 
could not have been avoided. According to the Board of OfEcers the 
causes that led to the arrival of damaged consignments continued 
to contribute to loss in transit within India. The pressure due to 
high stacking in the hold and handling of the cartons at the dock 
while discharging from the ships and while loading into the wagons 
would have made the cartons weaker even though no visible sign 
of damage was present. The bottom layer therefore, in the rail- 
way wagons might not have been able to withstand even the pres- 
sure of about 200lbs. of the four cartons above. Apart from this 
the fact that the tins were also wweaker contributed more to this 
damage. In a closed wagon the temperature is quite high and it 
would appear that the tins had burst at seams. thus causing loS8 
while the consignment was in transit. The witness stated that 
befare transportation, cartons of broken tins were separatd and 
they werc, put either in ten chests or gunny bags. Sub- 
C o d t t a  feel that the losses during tmdt from the ~t to 
supply depots rould haw beam minimisod if the ahsy  Bbn cartons 
bad been replaced by wooden c m  before tbcir d e ~ t c h  by nfl. 
Tbey regret to net* that the autboritise concerned were wt 
even dter noti- damages to the fibre cartons d- ap-t 
m d  a! the h e  of ruJordtrq at the pork The Ikrb-Cdt t se  
d h M . l  aver tbe large damage hrhl tmm(*a fmma 



(C) Losses ot &mcrges due to d e t e r b a t h  in q d i t y  of miUc, 
curdling or due to short life. 

46. The losses on damages due to deterioration in quality of milk, 
curdling or due to short l i e  came to  935:725 tomes (valuing 
Rs. 14,41,017). In this connection, the attention of the Sub-Cornmitt* 
has been drawn to the following observations contained in the Re- 
port of the Docks Manager, Bombay dated the 19th September, 1963: 

"Having regard to the fact that clearance of the consignments 
was effected in a short time after they were landed, the 
fact that several thousand tins of evaporated milk were 
found to have bulged could only point to the fact that 
these consignments were not in good condition at the 
time they were shipped. In the course of their tour of 
the docks members of the Port Anti-Pilferage Committee 
were also shown some of these consignments soon after 
their landing. The representative of the Insurance Com- 
panies on the Committee were of the view that at the  
time of shipment several of the consignments must have 
been old stock as they were unable to appreciate how 
otherwise within a short time of their landing several 
thousand tins had rusted. No such damage could have 
occurred at the shed." 

In view of the certiAcste by the Inspector of US. Department af 
Agriculture, the Board of OfBcm, however, found it difficult to qum- 
tion the condition of the product at the time it was shipped. 

The Sub-Committee suggest that the above extract from the Docb 
WrnrPa's Scport may be suitably brought to the notice of the U S  
Dcputrpsnt of AgricultPrt for such action as they my condder DO- - in the matter. 

47. During their visit to the Field Supply Depot, Mbamari, Work- 
ing Group 'A' of the Public Accounts Committee found that due to 
irudwte covered accommodation In the Depot, some perishable 
commodities were lying in the open exposed to the Incltmtnd- of 
the weather. Some of the covered godowns were also laking. T b  
Boud of OElcers in thdr Report, while dealing with the acute pra- 
blcm of storage ~ccammodatioa in Bornby, have also suggested that 



the covered accommodation available in various depots requires to be 
mlead. 

The Sub-committee desire that the q ~ ~ t i a n  of prodden d ds 
quate covered aceommodation in the various rclpply depots and im- 
provement of the existing godowns should be dven s d q ~  attcntbp 
by the Ministry. The Sub-Committee feel that ultirmrteij tbe m- 
peaditare on construction of covered accgmmahtfsn and i m w  
ment of existing godowns would be more e a m m h l  than hct&ag 
of recurring losses due to deterioration of food suppi# and o h r  
perishable commodities for want of suitable covered ace~rmnobtior. 

' 

Absence of warranty clause in the agreement. 

48. From the T o r t  of the Board of OfBcers who enquired into this 
case, it is clear that at the time the agreement was signed, the Minis- 
try had presumed that the normal warranty conditions would govern 
these contracts as well. When losses continued to be reported, the 
Ministry enquired by telegram on the 4th July, 1963 whether the 
stocks were covered by warranty period. I.S.M. Washington replied 
that in the absence of specific instruction and in keeping with trade 
practice in U S A  canned products were not cwered by any warranty. 
On a pmal of the contract (confirmation of purchase), the Mi* 
of Defence found that clause II(9) thereof specified that conditions of 
contract usually stipulated by I.S.M. would apply in so far as thep 
were not inconsistent with the clauses in the confirmation of pur- 
chase. When this was brought to the notice of 1.S-M. Washington 
they clariAed that the confirmation of purchase was subject to re- 
gdations under the agreement in question and those mentioned in the 
Purchase Authorisation; that according to the Purchase Authorisatioa, 
the responsibility of the supplier ceased on his placing the product on 
board the ship after obtaining the certificate of inspection from the 
U.S. Department of Agriculture. 

@. Thc subcammittee asked whether the qudon of =.king 
Bood the h due to defective packing was token up by the ISM. 
wubfng~n with the suppliers In their note the Department of 
S U ~ P ~ J  md Tschaical Dewlopmat have stated that the ~ P P ~ J  ab 

wbject to inspection by the U.S. Deportment of 



and was on F.A.S. vessels US. Port baais. US.& Deptt. of Agrf- 
culture inspectors gave acceptance certmcate in respect of quality 
and grade of milk and packing certifying that the consignmentg con- 
formed with the specifications laid down in the contract. The vessel 
owners had also hued a clean bill of lading indicating that there was 
no damage to cartons loaded. In the circumstances there was no 
legd basis to lodge a claim against the suppliers. According to the 
commercial practice goods are insured to cover transit logsea but the 
purchaser being Government no insurance was taken out as no speci- 
Ac instructions to that effect were issued by the Ministry of Defence. 
The question of losses has also been taken up with the US. Deptt. of 
Agriculture as the suppliers had delivered the goods in accordance 
with the terms of the contract and the carriers had given clean bill 
of lading. In the opinion of I.S.M. no purpose would have been 
served by taking up the question of losses with the suppliers or the 
US. Deptt. of Agriculture. 

The Sub-committee are surprised that in spite of the heavy loss 
(Bb. 48 W s ) ,  the matter has not yet been formally brought to the 
notice of suppliers through U.S. Deptt. of Agriculture, with a view to 
obtaining suitable compensation. They desire that this should at 
least be done now. 

The Sub-Committee understand that the contract with suppliers 
provided for the buyer having the right to make an additional and 
independent inspection of goods at his own expanse, but it appears 
that this right was not exercised by the I.S.M. They depended only 
on the inspection certificates issued by the Inspectors of U.S. Deptt. 
of Agriculture. 

General 

58. Tbe Sub-Committee are perturbed over the heavy loss which 
occwmd in this case due to flimsy tins and weak cartons used for 
packing of millc tinned supplied to hdia. Tbe Sub-Committee are 
llvpriwd to note the plea of the Deputment of Supply and Technical 
Develapmcgt that on am overall bash against the totd lam of Its. UI.14 
lakbs an expenditure of Bs. 78 labs in foreign exchange has baa 
saved wbicb woald have bssb iactvred had wooden jmefrtrll eusr 
beem d tot outer packing. The Sub-Committee are unable to ac- 
cept as a valid argument which proessll~ on the assumption thrt 
the lm of esseati.1 and urgent supplies valued at  BB. 4894 h k b  did 
not matter at dl. The SuWommlttee conrider it mwt dortunat. 
thrt so much d r o p p b  fadarbd tor the f o m d  mas &odd brvo 
gene to waste. 1YIorcover, tbe estimate of extra exprraditrve of ICI. 76 
lahr if w ~ u r e r h a d b w n d i n r t e r d d e r r t o n r n ~ ~ , ~  
liclptiny by the -UA~ of Sapp1y and Techn)cd Dsvdup8wat. 



In the Sub-Cammittee's opinion there was a clear Mure on tho part 
.f the 1.S.M. W s s h g h n  in dealing with tb cam, fn a e v d  
while deviating from the A.S.C. spedfications ia regard to p.cldnl 
conditions mch as: 

(i) Failure to consult the indentor (the Ministry of Dam) 
before agreeing to material deviation from A.S.C. speci- 
fications in regard to paelring; 

(ii) failme to ask the suppliers to give fresh quotatsonr, on re- 
ceipt of A.S.C. specifications on the 28th Dccemk, 1- 

(iii) apparent failure to insist that the tins used by the suppliers 
were in accordance with the Federal spccifiration fot 
ovcrseas shipments (as indicated in the Report of tbe 
Board of Officers); 

(iv) agreeing to a further reduction in specification of ernfon 
from 275 Ibs. to 200 lbs. bursting strength. 

The Sub-Committee desire that the Ministry of Supply and Techni- 
cal Development should inquire into these lapses, with a view to 
h i n g  responsibility. They should also examine why the right of d- 
ditional and independent inspection as provided in the agreement was 
not exercised by I.S.M. Washington. 

51. The Sub-Committee also fmd that there were certain lapses On 
the part of the Ministry of Defence which should be taken d m  notice 
of: 

(a) the delay on the part of the Ministry of Defence in forward- 
ing specifications of packing to the I.S.M. Wuhingtm; 

(b) the delay in clearing the stocks of milk tinned from the 
doels; 

(c) the delay in applying for marine surveys in respect of some 
consignments received in tour ships; and 

(d) the failure to change the outer packing from 18bre artems 
to wooden cases before despatch from the port to the re+ 
psetive dsst&tions which ~11bstantinI1y acesntorhl tbs 
lo#r. 

Sub-Committee of the 
Public Accounts Comwaittea. 



APPENDICES 



MINISTRY OF TRANSPORT 

Note to be sent to the Public Accounts C0mmtOmmtttee with referam to para 28 of t b  
Audit Rcport (Defence Services) 1964 regarding imnccescny lockiqy up of 

public money. 
.- 

S. Para No. Mini- Points on which in- Remarks 
No. stry formation is required 

by the Public Ac- 
counts Committee. 

I 28 of the 
Audit 
Report 
(Defence 
Seruices) 
1964. 

Mini- ( i )  A copy of the The Bombay Port Trus 
stry d minutes of the meet- have stated as follows :- 
Trans- ing of the Trustees ( r ]  For the correct apprecia- 
port. (or resolution) when tion of the issue, it is 

they approved the necessary to mention the 
estimates regarding background of the transac- 
expansion of wall tion. Originally, it was 
at Ballard P i a  to intended that in exchange 
be executed by the for the Trustees' assets at 
B.P.T. may be fur- Ballard Bunder and Bat- 
nished. Was a de- lard Pier, the Savy should 
mand for &.I more attend the present Pier 
made by the B.P.T. southwards by 750 feet and 
from the Defence then hand it owr to the 
Ministry ? Port Trust, excepting a 

strip of kurd 75 feet wide 
(it] Is the amount ly- on the inner face. The 
ing unutilised with entire c m  of this u t m -  
the B.P.T. ? Has it sion, excepting that of 
hecn merged with filling the Central p n i o n  
funds of the Port admeasuring 7 0 0 ' ~  150'- 
l'nwt ? was to be borne by the 

S a q .  It  as later on 
( t i )  Was thcrc any mutually decided that in- 
apeemat  between stead of the Swy build- 
the R.P.T. and the ing the extension and 
hiaharashtra Go- handling it over to the 
tvmment regarding Pon Trust, the Port Trust 
the ownefthip of the should carry out the work 
LPnd before it was and the 3h-y should pay 
transferred to the a lump sum compensation 
Defence Ministry ? in discharge of its liability. 

The amount of compmsa- 
tion, a f k  d i n g  ciuc 

71 



dawance for the cast of 
fitling of the Central 
tion, as wo&ed om jo& 
by the Consulting Engi- 
neers of both the partiw, 
in agreement was Ra. 
139.66 lelths. Of this, 
the Navy paid Rs. roo 
lekhs on the 3rst March, 
1965 and Rs. 20 lakhs on 
the 28th Mar&, 19% 
leaving a balance of Ib. 
19-66 lakhs still to be paid. 
However, at the time of 
payment of Rs. 100 lakhs, 
the Navy informed us that 
although they had con- 
firmed the settlement 
worked out jointly by both 
the panics, the Ministry 
of Defura had not con- 
curred in it. In view of 
this, it became necessary 
to describe the payment 
made by the Navy as an 
"on a~count" one "pend- 
ing finalisation of the terms 
of settlement in connec- 
tion with the extension of 
the Ballard Pier". As, 
however, the scttlunmt 
had already been Td to by the Officers o the 
Defence Ministry, the 
Ministry's official concur- 
rence was only a formality. 
Thus, the description of 
the payment as 'on ac- 
count", did not mean rhrt 
it was rovisional or that 
the De f encc Ministry in- 
tended to re-open the 
question. The observa- 
tion made by the Public 
Accounts Committee a p  
pearrr to have resulted from 
the erroneous imprcgsion 
created by the description 
of the payment as "on -- -,- .-.---.- 



account" and the above ex- 
planation should clairfpt 
the position. 

As regards the question why 
the amount was recovered 
in advance even before the 
commencement of the 
work, it may be pointed out 
that the Port Trust asseta 
at Ballard Bunder and the 
Ballard Pier were trans- 
ferred to the Navy some 
10 years ago and we be- 
came immediately entitled 
to the full compensation. 
Originally, the compensa- 
tion was to be paid by the 
Navy in the form of a am- 
crete asset, aiz., the ex- 
tension of Ballard Pier but 
later, it was agreed that it 
should be paid in money 
and the amount was fixed, 
by mutual agreement, at 
Rs. 139-66 lakhs. We 
could, therefore, rightly 
h v e  asked for this mount 
when the above agreemcm 
urn arrived at, even 
though we were not nadg 
at the time to cornmace 
the construction of the a- 
tension. The point is that 
Rs. 1 39.66 lakhs is the 
agreed compensat ion for 
the property taken over 
from us by the Navy. The 
amount is payable to us 

. irrespective of how long we 
may take to build the ex- 
tension. The Port Trust 
hasP lnadysuf fdsomc  
losr inasnuch as no pay- 
m e n t a t d w a s m a d c  by 
the Navy till the 31st 
Mnrch, 1962. b O t k  
point which needs to be 
SUCSSdhthotmWCM - 

a& (W Ls4. 



entitled to the amount as 
compensation for loss of 
property, the question of 
our rendering an account 
for it to the Navy does not 
arise. I t  is also necessary 
to remember that the issue 
cannot be re-opened, irr- 
espective of whether the 
actual cost of construction 
of the Ballard Pier exten- 
sion is more or less than 
Rs. 139.66 lakhs or how 
long we may take to com- 
plere this work. The case 
will be treated as finally 
closed so far as the Naly 
is concerned when the 
balance of Rs. 19.66 lakhs 
due from them is received 
by us. 

For the sake of information, 
however, it may be stated 
that although the physical 
work on the Ballard Pier 
extension is still to com- 
mence,. preliminary work, 
such as, site investigation, 
preparation of designs, 
specifications and tender 
documents, invitation of 
tenders, etc. has been com- 
pleted and the actual con- 
tract for the work has also 
been awarded. We have 
so far spent a little over 
Rs. 7 lakhs on the exten- 
sion of the Ballard Pier. 
This expenditure has been 
met from our Capital funds 
which are made up of 
withdrawals from our 
various funds and Capital 
Receipts. The sum of 
Rs. 120 lalchs received 
from the Navy has been 
treated a.; a Capital Re- 
ceipt and accounted for 



accordingly. It is, there 
fore, not possiblt, undet 
our existing accounting 
system, to say exactly how 
much has been expended 
from the payment made 
by the Navy, but as ex- 
plaincd above, this ques- 
tion does not arise at all. 

(it] A copy of the Trustees' 
Resolution No. 200, dated 
the 13th March, 1962 is 
enclosed (Annexure). 

(iii) The land under refer- 
ence was vested in the 
Bombay Port Trust under 
the Act of 1873. 

Sd. NAGENDRA SINGH, 
Secretary to the Government of In&. 



OBSERVATIONS BY AUDIT 

It has been stated in the draft nate that the original intention 
was that in exchange for the trustees' assets at Ballard Bunder and 
Ballard Pier the Navy should extend the present pier and hand it 
over to the Port Trust. The position is explained below:- 

According to the "Summary of Agreement" between the 
Government of India and the Bombay Port Trust (en- 
tered into in 1954) reproduced in paragraph 3 of the 

'Joint Report of the Consulting Engineers to the Govern- 
ment of India & the Consulting Engineers of the Bombay 
Port Trust. 

"the Government would hand over to Bombay Port Trust 
free of cost an area on the extended Ballard Pier equal 
to the area taken over by Government" (Sub-para 8)/ 
and that for this purpose "the Government would extend 
the Ballard Pier by 750 feet including filling of the area 
to be handed over to the Bombay Port Trust. . . . . . . . . . 
subject to payment by Bombay Port Trust of the cost of 
filling the area to be handed over to them in excess of 
their entitlement. . . . . . " (sub-para 2). It was subse- 
quently agreed during 1959 at the instance of the Bom- 
bay Port Trust that the work could be carried out by 
the Bombay Port Trust themselves, subject to reimburse- 
ment by Government. The assessment of the sum of 
money payable by Government to the Bombay Port Trust 
in respect of the items of work to be executed by the 
Bombay Podt Trust was one of the terms of reference of 
the Joint Committee of Consulting Engineers which was 
set up in November, 1961. This amount was assessed at 
Rs. 139.66 lakhs there was no agreement at any time 
a lump sum compensation was to be paid to the Bombay 
Port Trust immediately irrespective of when the work 
was to be executed by the Bombay Port Trust. 

(fi) It has also been stated that the Bombay Port Trust 
became entitled to the full compensation immediately 
the assets were transferred to the Navy some ten years 
ago. The compensation that Government were required 
to give in lieu of the land obtained by them was in the 
form of land from the extended Ballard Pier and it 
would have been equitable to make the payment to the 
Bombay Port Trust in instalments as and when required 
for the construction of the wark of extension of the Pier. 



ANNEXURE 
BOMBAY PORT TRUST 

Excerpt from the proceedings of a Meeting of the Trustees of the 
Port of Bombay, held on the 13th March, 1962. 

6. Ballard Pier Extension. - '- 
Extract from the proceedings of a meeting of the Finance & Gene 

ral Committee held on the 6th March, 1962. 

1. Shri A. L. Dias-Chaimn. 
2. Shri S. K. Venkatachalam. 
3. Shri S. R. Kulkarni. - - 

T.R. No. 813 of 1961 approving the Chairman's proposals that (a) 
discussions on the Ballard Pier Extension Scheme be held in London 
between the Port Trust Consulting Engineers and Agents and those 
of the Defence Department, with a view to arriving at an agreement 
on the technical aspects of the work; and (b) the lump sum to be 
paid by Government to the Port Trust in 'discharge of their obliga- 
tions, be worked out; and directing that the matter be brought up 
again before the Board thereafter. 

Letter from the Port Trust Consulting Engineers & Agents, No. 
BP'I'/JOS/DPB dated 21st February, 1962, as follows:- 

We have pleasure in enclosing herewith two copies of the joint 
report which we have prepared in ~o~labcxration with 
Sir Alexander Gibb & Partners concerning the Anancia1 
liability of the Govt. of India in frllfilling the 1951 
Agreement. 

From this you will see that we have made a joint recom- 
mendation that the sum of Rs. 139.66 lakhs should be 
paid by the Govt. of India to the Trustees of the Port 
of Bombay in order to discharge their liability to cons- 
truct an extension to Ballard Pier. 

-(Letter ends.) 
The Chairman explained that at a meeting held on the Std iab 

tant, he and Rear Admiral Mukerjee, Director General of the Naval 



Dockyard Expansion Scheme, had agreed that the rates and quan- 
tities which formed the basis of the Consultants' figures were gene- 
rally acceptable and that the conclusions in paragraph 18 of the 
Joint Report of the Consultants should be accepted by Government 
and the Trustees. 
The Committee agreed with the Chairman and recommended 

that the conclusions set out in paragraph 18 of the Joint Report of 
MIS. Alexander Gibb & Partners, Consulting Engineers to the Gov- 
ernment of India, and M/s. Bertlin and Wilton and Bell, Consulting 
Engineers to the Bombay Port Trust, should be accepted, subject 
to the sanction of Government. 

RESOLUTION NO. 200.-The Committee's recommendation is 
approved, subject to the sanction of Government. 

TRUE EXCERPT. 
E. H. SIMOES, 

Secre taly. 



MINISTRY OF DEFENCE 
Para 12, Audit R e p %  (DS) 1964--Appointment of a Sub-Cmmittec 

QUESTION No. 1 
What were the different types of aircraft which were considered 

'before a selection was made in favour of Avro 748 in July 59? 
How did those aircraft compare with Avro 748 as regards their cost, 
operational efficiency, payload etc? 

QuEsno~  NO. 2 
When agreement was entered into with a foreign company in 

July 1959 for the indigenous manufacture of a transport aircraft 
the Company had not produced that aircraft and only designed that 
aircraft. What were the main considerations which led the Defence 
authorities to select this aircraft which had actually not been pro- 
duced in preference to the aircraft available in the market at that 
time? 

ANSWER TO QUESTIONS No. 1 & 2 
A committee was appointed by Government on 9th June, 1959 

to consider the technical, financial and other aspects of the pro- 
regarding the manufacture of transport aircraft (as replacement of 
the Dekota aircraft for both the Indian Air Force and the Indian 
Airlines Corporation) including the offers for Fokker Friendship, 
Avro 748 and other suitable offers already made by any other firm. 
The Committee consisted of: 

The Chief of Air Staff 7 Chairman. 
Additional Secretary, Ministry of Defence 
Scientific Adviser to the Minister of Defence I 

i Members. Additional Financial Adviser, Ministry of Fin- 
ance (Defence). 

AOC-in-C, Training Command. 
AOC-in-C, Maintenance Command. 
General Manager, Indian Airlines Corporation. i e Director-General of Civil Aviation 

2. The following aircraft were considered by the Committee in 
addition to Avro-748: - 
Name of Aircraft Name of Manufacturers 

(a) Dart Herald Handley Page (U.K). 
(b) Fokkcr Friendshf p Fnkker Company. Holland. 
(c) C. L. 459 Lnckhced Aircraft Co. USA, 
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3. A cornparison of cost, operational efficiency, payload etc., a8 
available at that time, is given in Appendix 'A1.* 

4. Dart Herald was evaluated by the IAF in April 1959 and 
ruled as unsuitable on operational considerations, namely poor man- 
oeuvrability and asymmetric qualities. LAC also did not consider 
it suitable, because the operating costs were slightly higher and it 
was fitted with a Dart engine different from the Viscounts (which 
was a plane already with the IAC). 

5. CL. 459 was still in its design stage and necessary informa- 
tion regarding price, licence fee, royalty and other details includ- 
ing guaranteed performance figures were not immediately avail- 
able. The proposal was not comprehensive and the manufacturers 
wanted further time to submit a comprehensive proposal. This 
would have delayed the finalisation of the proposal. 

6. Fokker Friendship was in production and in use in certain 
countries including the USA. The performance of this aircraft was 
acceptable to the IAC. 

7. AUTO-748 aircraft was in prototype stage. 
8. The Director-General of Civil Aviation, who was a member 

of the committee, expressed the view that if Lockheeds would come 
in with a minimum production programme of only 30 commercial 
aircraft, which is IAC's estimated current requirement, he would 
recommend the acceptance of Lockheeds offer in preference to  
others. He added that the firm had 'incomparable resources" and 
could be depended upon to produce a successful aircraft. He also 
advised that even if the cost of the Lockheed aircraft was higher, 
the increase can be set off as an insurance against making a costly 
mistake and delays. His final view was that if the Lockheed's 
offer could not be considered "for political or other consideration", 
the offer of Fokker to manufacture the Friendship in India be ac- 
cepted in preference to that of Hawker-Siddeley Aviation Ltd. 

9. Considering the requirements of the Indian Air Force, the 
other members of the Committee agreed that the Lockheed prbpe 
sal was not comprehensive and, therefore, that choice should be 
restricted to the Avro-748 and the Fokker Friendship. Also, taking 
into consideration, the divergence of opinion between the civil avia- 
tion authorities and ~e airforce authorities, the Committee cctn- 
cluded that the manufacture of the aircraft to replace the Dakota 
should for the time being be confined only to the Airforce require- 
ments. The following considerations weighed in favour of the d- 
~etion of A-748:- 

- -- - - 
m p r f m t d  



(a), The cost of Friendship and Avro-748 ex-works quoted 
by the respective manufacturers was as follows: 

(i) Fokker Friendship . . Rs. 30,00,000 
(ii) Avro-748 . . Rs. 24,00,000 

(b) Avro-748 was considered easier to manufacture because 
of its revitted structure. The Fokker Friendship used 
the more complex Red x Bonding system. 

- .  - 
(c) The Licence fee and royalty in the case of the Avro-748 

were more favourable being less by E 350,000 on the 
basis of a manufacturing programme for 100 aircraft. 

(d)Hawker-Siddeley-Aviation undertook to design and deve- 
lop a rear loading military transport aircraft for us. 
In this connection, it may be mentioned that the bulk 
of the requirements of the Air Force was for the mili- 
tary freighter version with rear-loading facilities. 

(e) The cost of jigs and tools of Avro-748 was estimated to 
be less by Rs. 62 lakhs. 

10. In an overall assessment of the relative merits of these two 
aircraft, the considerations set out in paras 3 to 7 and 9 above 
justify the Avro-748 being preferred to the Fokker Friendship. The 
Avro-748 was no doubt in prototype stage but provision was made 
in the agreement for the necessary guarantees regarding the per- 
formance of the Avro-748 aircraft. Moreover, it was considered 
beneficial for Indian technicians to be associated in the stages of 
construction of the prototype, its testing, development and asso- 
ciated problems. 



. .  --- .......... 

Items 

..... ---- . . . .  - . . .  
Aircraft empty weight . 

APPENDIX m 
MINISTRY OF DEFENCE 

COST COMPARISON 
Explanation of the Variation of Price-Avro 748 Aircraft Basic 

- - - - . - - - -- - - - - -- . - ----. -- -- 
Original Avro 748 Present 12vr.1 748 Series I1 Aircraft 
Series I Aircraft as 

- - - in-1959 - - - -  - -. - -- -- 
19,680 lbs. 23,791 lbs. 

Engines . 
Equivalent ShP Drg. . 
MXY A.U.W. . 33,000 lbs. 

.. 
432500 lbs. 

- .  rX) . . .  . . . . . . . . . . . . . . . . . . . . . .  
Onthe  basis of 106 On the basis of IOO On the basis of 44 

aircraft aircraft aircraft 

Lab3;lr rate including overheads per manhour . . Rs. 4-00 Rs. 5-00 

L a b ~ r  cost including overheads . . Rs. 4-80 Rs. 8.00 lakhs Rs. 9-45 lakhs. 

. Fixed charges (Licence, technical assistance, tooling pre- 
liminary expenses) . Rs. I -57 lakhs Rs. 2-13 lakhs Rs. 4-85 lakhs. 

Bought out parts . . Rs. 13-33 lakhs. Rq. 20.00 lakhs Rs. 21-86 lakhs. 

Less Radio+auto pilot included . . Rs. 1.53 

TOTAL . . Rs. 21-23 Rs. 30.13 lakhs Rs. 36.16 1akhs.t 



6n a like to like basis the cost of a basic Awn 748 Series 11 aircraft is hiiher than the estimated cost ofa Series I 
aircraft in 1959 by 9-7 lams. This difference is made up of the following constituents :- 

(a) Engine price differential per pair including a price pre due to indige- 
nous purcha~e of Rs. 50,ooo per engine. . . Rs. 2.6 lakhs. 

(b) Cost increase due to improved parts. . Rs. -66 lakhs. 

(c) Cost increase due to extra materials. . . Rs. -30 lakhs. 

(d) Price escalation since 1959 . Rs. 3 I r lakhs. 

(e) Labour incrcaqe 20,000 manhours due to increased wt.lsizc, increased 
refinements in detail design over those assumed prior to aircraft 
having been designed . . RF. 1-00 lakhs. 

(f) Labour rate increment of Rs. I moo per manhour due to DA. C C A and 
wage increases and rise in the cost of indirect materials ctc. . . Rs. 1-40 lakhs. 

(8) Increased tooling cost due to more complex tooling, increased labour 
content and rate and material costs . Ks. 0.49 lakhs. 

(h) Preliminary expenditure not allowed for . . h. 0.13 lakhs. 

Rs. 9.69 lakhs=Rs. 9.7 lakhs. 

The price ex UK quoted for an Avro 748 series I basic aircraft in 1959 was E 179.500 
The present ex works Avro 748 Serics I1 basic aircraft is E 240,000. 



APPENDIX IV 

Milk Tinned-Condition a Reca>t 

Total Quantity General remakrs regarding the conditions of the 
SI. quantity actually packages as observed at the Marine S w e y  
No. Name of vessel due (No surveyed 

of cases) in Marine 

I. Gandhi Jayanti . . 18,294 2,088 Cartons badly tom and contents scatterred. 

a. Jagvijaya . . 26,706 812 Several cartons found badly tom and contents loose. 

3. Transyork . . 43,081 1 Consignment badly damaged. Marine survey was 
not held due to delay in clearance. 

q. Steel Fabricator . . 18,293 Nil. Consignment discharged in badly damaged condition. 

5. Flying Enterprise , 30,304 Nil Large quantity badly damaged. Marine survey was 
not held due to delay in clearance. + 







APPENDIX V 
Sumnurry of main ConcIwions/Recommendabio~~ 

-- - -  _ _ _ .. _ 
S1. Para No. Ministry /Dept t. 
No. of Report Concerned 

- - - - - - - - - -- 
4 - . - - - - - - - - - -- 

(i) The Committee feel that had the extension of the Ballard 
Pier been carried out by the Government as had been originally 
demanded by the Port Trust, it would not have been necessary 
to incur the expenditure in one lot before the commencement of the 
work itself; the expenditure would have been spread over the 
period of the actual execution of the work. It  is difficult to appre- 
ciate how the position underwent a change merely because the B.P. 3 T. agreed subsequently to esecyte the job a t  the cost of Govern- 
ment. The Committee, therefore, are not wholly convinced about 
the justification of the lump sum payment in  this case. 

(ii) The Committee feel concerned over the inordinate delay in 
entering into a formal agreement by the Ministry of Defence with 
the Bombay Port Trust for the transfer of the land. A substantial por- 
tion of the payment for the construction of an alternative landing 
place was made to the Port Trust more than 3 years back (March, 
1962). The Committee feel that the settlement of the dispute with 
the Maharashtra Government regarding their title to the lend at the 
foundation has taken unduly long time, pending which a formal 
agreement with the Bombay Port Trust for the transfer of the land 
could not be entered into. - .-- ----.--- ---- - . .- --- .-- 



-... _- ..---. .- ---. 

I 2 3 4 
.- -.- -- - . - - -  - -------- - - 

(iii) In reply to, a question whether there was any agreemenrt 
between the B.P.T. and the Maharashtra Government regarding the 
ownership of this land. The Ministry of Transport has stated as 
under: - 

"The land under reference was vested in the Bombay Port 
Trust under the Act of 1873." 

If thet is so, the Committee are unable to appreciate how the 
claim of the Maharashtra Government comes in. The Committee 
desire that the issue may be settled expeditiously with the Maha- 
rashtra Government so that a legally valid agreement transferring 
the rights in the l ~ n d  to the Central Government, may be entered 8 
into. The Committee also recommend that the final payment should 
be made only after the execution of the transfer documents. 

The Committee are surprised that the question of formal exten- 
sion of the date for obtaining the certificate of air-worthiness was 
first considered by Government as kite as four months after the ex- 
piry of the date stipulated in the Agreement and that the firm did 
not even apply for such extension until after the actual date on 
which the certificate was obtained. 

The Committee note with deep regret the plea of "lack of d- 
cient experience and knowledge" offered 9s one of the reasons for 
heavy shortfall in production. The Committee are not convinced 
by the arguments offered for not consulting the collaborators at the 



time of drawing up the Arst and the revised schduie. 
They find no justification for the failure of the afficers in charge of 
the project to avail themselves of the expertise of the foreign mlh- 
bolators in this respect. 

Whatever be the reasons, the Committee are distressed to note the 
heavy shortfall in production against. the hrg& initially tlxed and 
subsequently revised. 

The Committee also consider it unfortunate that such an import- 
ant decision as dmwing up a production schedule for a new and im- 
portant project should have been left entirely to one individual who 
was in charge of the project. 

(i) The Committee feel that the period of training given to these 
olBcem was inadequate, as it does not seem possible t h t  proper 8 
training could be imparted to them during such a short period. The 
Committee are surprised that the Ministry did not keep themselves 
informed as to whether there had been proper and full utilisation 
of the facilities for training in different directions which had been 
secured under the Agreement e.g., in regard to designs, develop 
ment and manufacturing methods in the works of the collaborators 
and their subsidiaries. 

(ii) Thc Committee observe that the explanation given by the 
Special Secretary is hardly consistent with the statement that lack 
of experience and shortage of technical personnel were among the 
main reasons for the poor achievement in manufacture. 



I a 3 4 -- ._- . . - --- -- 
(iii) While the Committee appreciate the difiiculty pointed out 

by the Defence Secretary in retaining the trained persbnnel in the 
project for a longer period, they cannot help observing that the 
withdrawal of these personnel, while the project was still in its in- 
fancy was not in the best interest of the project. The Committee feel 
that only such personnel should have been selected for the training 
abroad, as could have been retained in the project for a period of 
some years after the training even if recruitment had to be made 
from outside the Air Force to some extent. 

5 7 Defence The Committee observed from a note furnished by the Ministry $ 
in April, 1965 that these spechlists worked with our technicians on 
the floor guiding their efforts, correcting their faults and advising 
them on each of the problems that arose. The pattern of training 
(according to the Ministry) was such that no records for tiaining 
were maintained in writing. The Committee suggest that the 
Ministry should consider whether the hc t  that for a period of nearly 
4 years there has been only a question of assembling the parts im- 
ported as assemblies/sub-assemblies has reduced the utility of the 
foreign specialists maintained in this country or has extended unduly 
the period of their stay in India. . 

The Committee are of the view t h t  while economy and foreign 
exchange are important considerations even in defence requirem-5 



- 
9 Defence 

the same cannot supersede more vital considerations viz., opera- 
tional efficiency and urgency of I.A.F. requirements. Taking into 
consideration the fact that Avro 748, Series I & I1 nircraft did not 
come up to the specifications or expectations, and the fact that the 
need of the army and the airforce is for an aircraft with specific 
characteristics, the Committee suggest that the question of suit- 
ability of Caribou Mk I1 for I.A.F. requirements may also be proces- 
sed simultaneously, so that in the event of Avro 748MF being found 
unsuitable no time will be lost in exploring an alternative aircraft. 

It is clear that h t e  supply ~f components was one of the factors 
which also delayed production programme. The Committee would 
like to be informed about the action. if any, taken to realise liquidat- 
ed damages from the collaborators. 

The Committee regret to note that no det~iled and concrete plan 
was chalked out for progressive increase of indigenous contents in 
the aircraft. The Committee note from the above details that it was 
really from the 17th Aircraft onwards that import of detail parts 
will give place to indigenous manufacture from raw materials. 

Since all the components were imported and only assembled here 
in India, the Committee were unable to understand how the labour 
and overheads etc. for second aircraft came to about Rs. 30 lakhs. 
This is exhorbitant and nee& emmination. 

\ 

The Committee feel that it would be premature to accept the 
contention of the Ministry that the cost of. manufacture of Avr0 



waa not unreasonable, till the firm orders for at least 44 aircraft are 
received, end detailed cost worked out. 

(i) The Committee feel that to this extent, the agreement was 
defective. They also feel that as a result of the package agreement 
with the collaborators, the reduction in licence fee secured by Gov- 
ernment was not adequate compensation for the disadvantages 
suffered under items (a). (b) and (c) of para 13 of this Report. 

(ii) The Committee also understand that there was some differ- 
ence of opinion between the collaborators and Govt. about the inter- 
pretation of the agreement. The collaborators were of the view 
that their obligations in respect of the 748-M were limited to provid- 
ing such designs and other documentation as A.V. Roe might pre- 
pare in the course of its business. According to  Govt., it was the 
obligation of the collaborators "to get a certificate under the Ai? 
Registration Board in U.K. stating that ihis aircraft with the modifi- 
cations would be so designed and given to us to meet the airworthi- 
ness standard." 

The Committee consider it unfortunate that such ambiguities 
should have crept in the agreement on such an important point 
end trust that Ministry who may enter into negotiations for callabo- 
ration agreements in future will keep in view the need for avoiding 
such ambiyity. . . 



In contrast to the speed with which the decision of the Defence 
Committee of the Cabinet taken on 9th June was pursued and crys- 
talised into an agreement on the 7th July, 1959, the Committee 
are distressed to note that the expenditure sanction for the work- 
shop and other civil works was issued only in June, 1961, in spite of 
the fact that this project had been conceived as a high priority pro- 
ject of national importance. 

The Committee found from the statement furnished to them by 
the Ministry of Defence in April, 1965 that 8 items of work (indud- 
ing those reported by the CTE) were rectified by the contractor at 
his own cost while an expenditure of about Rs. 15,200 was incurred 
by Govt. in rectifying certain defects which h a w  been stated by 
t hc Ministry as 'non-cont ractual responsibility'. 

The Committee consider it unfortunate that such defects should 
have crept in the execution of civil works for a project of national 
importance. The Government of India should have a proper proce- 
dure for investigating and determining whether there. has been any 
hilure of responsibility or supervision in all cases where such de- 
fects came to notice. 

The Committee feel that this problem of defection of trained staff 
requires to be tackled realistically by rationalising and improving 
the pay scales/service conditions of the technical personnel, corn- 
mensurak with their experience, training and prospects. 



- ----- - . . - . . - - - . - - . .-----.----.PA -.----- 

15 17 Ddcnco The Committee regret to note that the production schedule has 
lagged so much behind that the engines procured for the a i r d t  
have remained unutilised for the entire warranty period. They are 
sorry to note that it did not occur to any of the authorities to ask 
for the extension of warranty period before its expiry. T h e  hope 
that such kpses would be avoided in future- 

The Committee would like to be informed about the results 
achieved by the special committee appointed to settle the outstand- '1 
ing audit objections and the action taken with regard to the serious 
wfJf=. 

The Committee hope that the delegation of authority to the Com- 
pany will not be only in theory, but also in actual 2ractice and that 
its performance will be judged only on the bask of results produced. 

The Project for manufacturing transport aircraft was conceived 
in 1959 as a high priority project and national importance was given 
to it. From the facts placed before them, the Committee regret to 
observe that the whole project was badly planned and inefEci- 
ently executed resulting in a crop of failures and delays in achiev- 
ing the objective. The committee are of the view that the chequer- 
ed history of this important project should serve as an object 
lesson to the Government that a policy decision to set up such 
an important project involving huge financial outlay and deployment 
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available at Kanpur were deployed to meet a very tight 
production schedule. At that time the repair units at 
Hanpur were already understaffed cawiderabIy and the 
rqjair work of aimraft required by Air Force was ac- 
cumulating: Around the same tfme, a decision hotl 
been 'taken to increase the Air Force strength itself 
to build up which considerable technical staff was rc- 
q u i d  apart from making up the previous shortnges. 
In spite of this, experienced and trained staff was trans- 
ferred from the repair and maintenance units to 'this 
manufacturing unit, which resulted in deterioration in 
the position regarding accumulation of repak work. The '8 
Committee have separately dealt with the accumula- 
tion of repairable aircraft in paras 23-31 of this 
Report. 

(d) The Licensor Company failed to obtain the British q- 
tifiate of airworthiness by 31st July, 3361, the date pro- 
vided in the agreement. The certificate was obtained 
on the 9th January. 1962. 

(e) The performance of both Avro Series T and Series I1 
aircraft were short of the guarantees given by the 
Licensor. In some respect the performance of Series TI 
is inferior to that guaranteed for Series T eve& 



(f) Boa the original production schedule drawn up in July, 
1959 and the revised production schodale drawn in 
Septhber ,  1962 proved to be grossly unrealistic. Only 
4 aircraft were actually produced upto the end of the 
year 1964 as against the original production schedule of 
51 aircraft and the revised production schedule of 21 tir- 
craft. Suqdsingly the &cer responsible for drawbg 
up the production schedules did not think it necsscrry to 
consult the collaborators. The fact that after the pro- 
ject was transferred under the management of a Com- 
pany. it was considered necessary to consult the colla- 
borators in drawing up a realistic production schedule 
indicates that it was all the more necessary to consult 
them in 1959 when the manufacturing unit had no ex- , 
perience about the aircraft. Even after their *st 
failure the project authorities did not deem it necessary 
to consult the collaborator though under the agreement 
they were bound to give necessary guidance, which in 
fact they did when approached. 

(g) The cost of manufacture of Aw-748 S .rim I was esti- 
mated at Rs. 21.23 lakhs on the basis of manufacture 
of 100 aircraft. On the same basis the estimated cost 
of Series IT works out to Rs. 30.13 lakhs at present. In 



view of the fact that the actual performance of Series 
I1 is almost equal to that guaranteed for Series I, Gov- 
ernment would be spending an extra expenditure of 
about Rs. 9 lakhs approximately (Per plane) without 
advantage of improved performance. (It is significmt 
to note here that the cost of manufacture of Fokker 
Friendship air-craft was estimated at Rs. 22-69 lakhs 
in 1959, against Rs. 21-23 lakhs for Avro 748). 

From items (e), (f) & (g) it is clear that the advantages in per- 
formance, cost and production schedule which were considered in '81 
favour of selection of this aircraft have virtually disappeared. This 
also indicates that the entire project was conceived in hurry and 
executed without adequate planning. 

(h) Although one of .the most important considerations for 
starting various manufacturing schemes is progressive 
increase of indigenous content, in this case no plan waa 
drawn up in advance for the manufacture of .vari- 
ous components indigenously. The components to be 
manufactured indigenously were determined only at 
the time of placing the orders on the collaborator& 
At present the programme of indigenous content for 
tbe 5rst sixteen Planes furnished by the M U -  shorn 



that the manufacture of detailed parts from raw mte- 
rials has not started at all; it is expected to commence 
only from the 17th Aircraft onwards. The Com- 
mittee desire that the Hindustan Aeronautics Ltd. 
should now draw up in consultation with collaburators 
a detailed plan for the manufacture of various compo- 
nents, raw materials from the 17th Plane onwards. 

(i) Only two batches of 36 technicians (officers, airmen and 
civilian) were sent to U.K. for training in August, 1959 
and September. 1959. Strangely, the duration of the 
training lasted for less than a month only which in the 
opinion of the Sub-Committee was grossly inadequate. 
Further, although the project is still in its infancy, 8 
some trained personnel have been posted out of the 
Project. The Commi tree desire that Hindustan 
Aeronautics Ltd. should carefully examine the question 
of training more ofRcers and staff in India or abroad 
and also draw up a plan for the re2lacement of the 
foreign technicians working in the factory. 

(5) There was inordinate delay (14 months) in sanctioning 
the civil works for the project and the further delay 
of 15 months in issuing the revised administrative 
approval. There were several defects in the construc- 
tion of workshop buildings regarding drainage system, -- 
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flooring and sun rays entering the workshop, whieh 
should have been forseen. 

(k) Because of the set back in the production programme, 
19 Ralls Royce engines procured during the period Dec., 
1951 to June, 1962 were not utilised before the expiry 
of their warranty period. The Committee would like 
to know the outcome of the request made for exten- 
sion of the warranty period. 

(1) Even after 54 years of signing the agreement for manu- 
facture of the aircraft, the question of uncertainty re- 
garding continuance of its manufacture has not yet been 5 
settled. There was delay in manufacturing the proto- 
t n e  of Avro-748M (side-loading military freighter ver- 
sion). Therefore. the requirement for this aircraft 
was cancelled in November, 1962 as the Air Force 
could not afford to wait in the context of the Emer- 
gency. The prototype of Avro-748MF (rear-loading 
military freighter assault aircraft) is expected to be 
received in India in Mey, 1985, after which the trials 
would be held in the Indian conditions. The result of 
the trials of this aircraft by the Royal Air Force start- 
ing from August, 1965 are also to be awaited. The 
decision about the selection of this aircraft or other- 



wise would be possible only by the end of this year. 
It is regrettable that uncertainty about the rear-ioad- 
ing military transport aircraft continues although a t  
the time of entering into the agreement the bulk of 
the requirement of the Air Force was for this type of 
aircraft. The Committee would like to khow the 
outcome of the trials of the prototype. 

(m) Government have been able to get a redtrction of 
£150,000 only in licence fee partly because of shortfall in 
the respective performance guarantees of Series I and 
I1 aircraft. 

C1 

S 
(n) There were as many as 1600 objections in the mainten- 

ance of cost accounts by the AMD. There w a s  also in- 
ordinate delay in handing over the work of mainten- 
ance of accounts to the Defence Accounts Department. 
The Committee would like to know about the pro- 
gress made in settlement of the audit objections and the 
action taken against the officers concerned. 

During their visit to the Aircraft Manufacturing Depot. in the 20 22 Defence 
month of Feb., 1965, the Sub-committee were glad to flnd that the 
manufacturing work was now getting momentum and that from 

_I_ 
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September, 1966 onwards a target of one aircraft per month would 
be achieved provided sufllcient 'orders were placed. The present 
order of 27 aircraft was not considered adequate. It would be a 
pity if this progress is again thwarted for lack of orders. The 
Committee understand that an order of 15 aircraft was expected 
from the Indian Airlines Corporation who have been delivered one 
aircraft for trials. They desire that in case the aircraft is found suit- 
able for the requirements of Indian Airlines Corporation, their re- 
quirements should be met from the Hindustan Aeronautics Ltd. 
Any other factors including minor price differences should not be 
allowed to stand in the way, because meeting the requirements from 
HAL would inter aZia mean substantial saving in foreign exchange. 
The Committee also desire that with the transfer of manufacturing 
unit under the management of a company, its working should be 
thoroughlv reviewed and necessary action taken to effect improve- 
ments and avoid failures that occurred in the past. The Committee 
note that the Executive Director for production of Hawker Sidde- 
ley Aviation Ltd. reported in July, 1964 on the working of the Kan- 
pur factory. They hope that necessary action will be taken on this 
report. They would like to be informed in due course about the 
action taken on the recommendations of the Executive Director. 

Defence The Committee feel deeplv concerned at the magnitude of air- 
craft awaiting repairs with the Air Force. The total number of 
aircraft for repair including those waiting to be surveyed etc. . i - 

comes to 379. This figure the Committee consider very high 



The Committee regret to note that the capacity sanctioned h 
1961 for repair of 138 Vampires per year bore no relation to the 
actual production. This led to the somewhat anomalous situation 
viz. that on one hand a Iarge number of Vampires were lying for 
repairs, and on the other, the Ministry had to purchase second-hand 
Vampires from other countries because of the limited repair capa- 
city at the Base Repair Depot. It is a matter of serious concern that 
because of accumulation of repairable aircraft, strength of units was 
depleted. 8 .  8 

The Committee re.gret to note that although the shortages in 
manpower have existed in BRD since 1958, no effective steps were 
taken to make up deficiencies. (Tn this connection, the Committee 
were informed that on the partition of the country. while the I.A.F. 
inherited a number of flying formations. no maintenance unit fell 
to our lot because all those were located in West Pakistan. Hence 
since partition, the Aircraft Repair Depot set up at Kanpur on 15th 
August, 1947 was the only repair depot available to TAF). It is also 
regrettable that the percentage of actual strenath to sanctioned 
establishment was 4541, during the year 1963, when the repair work 
had accumulated in large dimensions. I t  is not clear why the 
manpower actually decreased in BRD in 1963 instead of increasing. 
This point requires further looking into by the Defence Ministry. 

The Committee a l ~ o  note that some staff were transferred from 
the B.R.D. and RMD and other Air F m e  Units to the Aircraft 
Manufacturing Depot, Kanpur which was established in 1960 under -- .. - . ... ~ ----- .---- ..--- . 
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the Maintenance Command of the Air Force. Besides, in a few 
cases, Air Force personnel belonging to other units worked at AMD 
Without being officially attached to that unit. This was possible 
because all the three Air Force units (BRD, RMD and M b )  were 
in the same station and under the same AOC in C, Maintenance 
Command. The Committee regret to point out that on the one' hand 
the repair work was falling into arrears, and on the other hand ex- 
perienced technical staff was withdrawn from the BRD and F&ID 
and other Air Force units for the AMD, resulting in further detetio- 
ration of the repair Capacity. 

24 27 Defence The Commtttr And it dificult to accept this explanation. 111 view 9 
ol the fact that during the years 1957-58 to 1960-6l, 90% of the 
amount asked f a  spares was allocated, the shortaep of spares can- 
not be attributed to lack of foreign exchange during these years. 

The Committee cannot but express their great surprise and re- 
gret at this lack of planning in the past in regard to the.systerrr of 
maintenance planning. 

The Committee are surprised that in the past there was no scien- 
tific system for recording consumption data of spares during o'ver- 
haul. The provision of spares was therefore not free from inaccu- 
racies. The result was that unwanted spares were accumulated 
and on the other hand the necessary spares were short provisioned 



or some ot them not provisioned at all. In this connection, th6 
Committee understand that in the case of one particular type of air- 
craft the value of spares and supporting ground equipment ordered 
over a period of six years exceeds 160% of the initial cost of the air- 
craft. Considering that the average utilisation for each aircraft 
comes to less than 200 hours a year, amount of spares purchased 
seems to he excessive. 

While the Committee appreciate that no perfect system can be 
be devised to avoid some accumulation or unexpected shortage, what 
t he  Committee fail to understand is why even the necessary 
records of consumption etc., were nut maintained. The Committee 
;ire. however, glad to br assured that the Air Force have started 
maintaining consumption data of spares for aircraft production from 
April. 1964. 'n 5 

Defence In view of the serious difficulties experienced in the past in re- 
gard to the provisioning of spares for the aircraft, the' Committee 
hope that continued and serious attention will be bestowed on the 
various recommendations made by the La1 Committee, for improv- 
ing the systcm of provisioning and procurement of stores. 

The Clo~nmittee feel concernd over the shortfall in the tasks 
-do- allotted to the Base Repair Depot during the !rears 1961 to 1964. 

What is more the tasks carried out were not in proportion to the 
actual strength available in thc Depot. During the year 1962, 
although the effective manning was 62',';, in important trades, the 

- -. . - - . - -. . - 
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production represented only 46.1% of the target. Similarly the 
tasks carried out in 1963-64 were not in porportion to the actual man- 
ning for important trades. The Committee are, however, glad 
to note a distinct improvement in tfie actual manning position vis-a- 
vis the sanctioned establishment on 30-81964 as compared to the 
position on 31-12-63. The Committee hope that this good trend will 
continue lend that the system of quarterly review introduced by 
the Air H. Q. will produce results. 

32 Ddince The Committee regret that there have been considerable delays 
in setting up survey boards to recommend whether repairable air- ,I 
craft should be ca tegmised beyond economical repairs for disposal 
action. 

The Committee desire that the repairable equipment should be 
periodically inspected and those which are beyond economical re- 
pairs should be disposed of or cannibilised in time to provide spare 
parts for other aircraft which might be needing such spares. 

The Committee are glad to note that the Ministry are taking 
-do- internal steps to reorganise the existing repairs depots on a more 

rational and scientific basis with a view to facilitate better produc- 
tion. The Committee desire that the work regarding assessment 
of repairable aircraft and other equipment as well as re-or&[aniSa- 
tion of the repair depots should be completed eqxditiously, 



-do- The Committee desire that the functions of No. 2 B.R.D., Maha- 
rajpur should be carefully chalked out and its requirements of man- 
power and machinery properly planned. 

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

-do- The Committee feel concerned over the inordinate delay in this 
case in sorting out repairable items which have been accumulating 
in the Repair and Maintenance Depot since 1950. Out of 1.53 lakhs 
numbers of items accumulated upto 31st December, 1962. only about 
75,000 items in all have been surveyed so  fa^, out of which 33,000 
items are not required. According to Ministry's own admission 
some loss might have occured due to non-repair for long time of 
some repairable items. The Committee regret that on the one hand 
the Air Farce were short of aviation items, on the other hand some 
components. which might be of current use, were allowed to lie un- 
attended in a disorganised manner. 

As a considerable part of the items relate to the aircraft which 
have already been withdrawn from service. these items should have 
been surveyed simultaneously with the withdrawal of the respec- 
tive aircraft and action taken t~ dispose of such of them as were 
not required. The Committee desire that an enquiry should be 
made to find out why action to sort out these items was not taken 
earlier. The Committee hope that the remaining items would 
be surveyed more vigorously and action taken to dispose of those 
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not required. The Committee also desire that a system should be 
be introduced under which when a plane is withdrawn from service, 
its spares etc. should be simultaneously disposed of if not required 
for any other current aircraft. 

Dcfcnce The Sub-committee were informed during their visit to the 
Depot that the total number of repairable items accumulated at the 
Depot was about 3 lakhs upto December, 1963, against the fllfure of 
1.53 lakhs on 31-12-62 as mentioned in the audit para. The Com- 
mittee would like the Ministry of Defence to have these figures 
carefully checked up and properly reconciled. If number of repair- 
able items has increased so abruptly from 1.53 lakhs to 3 lakhs dur- 
ing the course of one year, then the position requires special atten- 
tion to sort out these items and arrange for their repairs/disposal. 

-do- The Committee feel concerned over the persistent and heavy 
shortfalls in the tasks allotted to the Repair and Maintenance Depot, 
resulting in a large accumulation of repairable items, some of them 
dating from 1950. They are surprised to learn that the tasks allot- 
ted to the R.M.D. in the past bore no relation to its establishment or 
capacity to undertake those tasks, resulting in considerably reduced 
output. The Committee, therefore, cannot undertand the purpom of 
assigning such tasks. They cannot escape the conclusion that the 
R.M.D. suffered from negIect in the past. They have been assured 
that the technical committee referred to in para 33-would be look- 



ing into this problem. The Committee hope that in future, the task 
allotted to R.M.D. will be properly co-related to the expected aris- 
in@, actual establishment and the available capacity. Their obser- 
vations regarding introduction of a scientific system for manning 
made in respect of BRD also applv in this case. 

GENERAL 

Dcfenc~ To sum up. the unsatisfactory features in both these cases are as 
under: - 

(a )  There is a very number of aircraft requiring repair lying t 

with the Air Force. 
(b) The main reasons for accumulation of repirable aircraft 

was stated as inadequacy of manpower and shortage of 8 
spares. The inadequacy of manpower has been attri- 
buted to the sudden expansion of the Air Force. The 
Committee nvtc with concern that despite the o?ening 
of an Air Force Technical Training School in 
May, 1960 with training capacity of 1000 technicians 
per year, the shortages in manpower in the Base Re- 
pair Depot and Repair & Maintenance Depot have con- 
tinued. The Sub-Committee were assured that the 
problem of shortage of technical staff would be solved 
by the year 1967 and in some trades by 1969 when the 
training quota was completed. The Committee de- 
sire that serious attention should be paid bv the 
Defence Ministry to this problem which is confronting 

--.I.I) - ----- - ..-- ----- 
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the various repair units and the workshops of the Air 
Force. They hope that the manning of the new repair 
depots including No. 2 and 3 B. R. Ds will be planned 
on a scientific basis. 

(c) The Committee note that because of the actual man- 
ning of the Base Repair being considerably short of the 
sanctioned establishment, the tasks allotted were not 
fulfilled. Furthermore, the actual work done by the 
st.& available was also not in proportion to the strength. 
For instance, during the year 1962, although the per- 
centage of manning to the establishment for important 
trades was 62, the actual production represented only 
48% of the target. The Committee, therefore, feel that 
there is a need for evolving some scientific system to 
determine the requirements of manpower. They were 
givn to understand that a system has been introduced 
from 1964 where by a review for every three months 
would be made to determine how exactly the work 
done compared with the manpower and the resources 
available. The Committee desire that the matter should 
be kept under constant watch to ensure that these re- - 
views were effective. 

(d) With regard to the wares, the Committee were in- 
8 

formed that there were a number of difIiculties in their 
provisioning; e.g., first dif3culty of foreign exchange; 



sccorrdly, diiftcltlty in obtainidg spares for certain obsb 
lete aircraft; thirdly, lack of scientific system of record- 
ing the consumption data of spares. The La1 Commit- 
tee appointed in 1963 pointed out certain defects in 
the system of provisioning which were being remedied. 
The Committee regret to note that although the 
problem regarding provisioning of spares was not new 
to the Air Force, no effective steps were taken till 1963 
to go into this matter in any detail. Even now the 
Ministry have not been able to devise a fool-proof sys- 
tem. According to the Defence Secretary's own admis- 
sion on the one hand the Ministry had difficulty in get- 
ting foreign exchange for procurement of spares and on 
the other hand they utilised the foreign exchange +, 

C1 made available to them for purchasing the spares which +, 

were not urgently required. The Committee hope 
that the system would. be put on sound and scientific 
lines in the near future. 

(e) The Committee werc informed during evidence that 
it was not proposed to build up more repair facilities 
for obsolescent aircraft as it would take nearly two t G  
three years to build them in the right dimensions by 
which time most of these aircraft would have to go out 
of service. It was proposed to concentrate on the re- 
pair facilities for standardised aircraft.. While the 
Committee appreciate this. they would like the Minis- 
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try to examine thoroughly whether without clearing the 
backlog of obsolescent aircraft held in repairable con- 
dition, they would be able to meet fully the require- 
ments of the Air Force until newer aircraft were avail- 
able. 

( f )  There have been considerable delays in setting up survey 
Boards to recommend whether repairable aircraft 
should be categorised beyond economical repairs for 
disposal action. 

There has been inordinate delay in sorting out repairable 
items some of which have been accumulated in the 
Repair & Maintenance Depot since 1950. It  is obvious 
that items which were good and repairable in 1950 may 
have become obsolete and beyond economical repairs 
in 1965. 

(h) From the above facts, it is clear that both the Base Re- 
pair Depot and the Repair & Maintenance Depot have 
suffered from a certain amount of neglect in the past. 
The jobs done at these Depots have been persistently 
less than the tasks allotted year after year. One of 
the important reasons or those shortfalls and the con- 
sequent accumulation of work has been the c h i c  
shortage of trained personnel. Yet. despite these dif& 



culties, according to Ministrv's own admission "In view 
of the high priority allotted to the production of Avro- 
748 aircraft and the national importance given to the 
project, major portion of resources available at Kanpur 
(BRD and RMD) were deployed to meet a very tight 
production schedule." The wisdom of this step is not 
free from doubt, as it could not have been in t'ne best 
interest of the T.A.F. 

However, during their recent visit to these two Depots. the Sub- 
committee were glad to discern a keen sense of awareness of the 
difficulties involved and a determination to tackle them boldly. T!w 
Committee have no doubt that with proper support from the H.9. 
and a realistic policy in regard to the manning of tech~ical per- 
wnnel and provisioning of spares on ~cientific lines., these Depots W 

will be able to play their role in keeping the Indim Air Forcs in 
proper trim, readv for any eventuality. 

Defence Whilc on the subject of a repair. and maintenance of aircraft. the 
Committee would like the Ministrv of Defence to give their 
serious and sustained attention to the following suggestions:- 

(i) The number of types of aircraft in the T.A.F. should be 
reduced and standardised. . 

(ii) A Maintenance Planning Team should be set up well 
in advance hefore a new aircraft is brought into ser- 
vice so that it can chalk out a proper maintenance 
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plan instead of relying completely and mechanically on 
manufacturer's recommendations. 

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

(iv) The Committee understand that the unserviceability of 
most of the aircraft in the Air Force is because of short- 
age of inexpensive items. This factor should be care- , 

fully analysed and holdings of such items in field units 
should be liberalised. C1 

(v) Quick and effective action should be taken to weed out s 
obsolete and surplus stores which are not required. ' 

(vi) Telephonic and telegraphic communications between 
Equipment Depots, Repairs Organisations/Overhaul 
Stores Depots, Forward Supply Dspots, HQ Maintenance 
Cornhand and Air Headquarters should be improved. 

(vii) The Committee were surprised to learn that under the 
extent transport regulations, movement of aviation 
stores had normally to be by goods train and by the 
wagon load. Following these regulations literally, 
units went on accumulating rotables for many months 
before despatch to the repair agencies. While this 
went on, some items might be down-graded to scrap, 



some, cannibalised for spares, some might be d-ed 
or deteriorated in storage under field conditions and the 
few that finally arrived at the repair agency might 
need much more work and spares than would be other- 
wise necessary. These out-dated transport regulations 
should be scrapped forthwith and fast rail and road 
transport, including civil carriers, should be used for 
this purpose. 

A suitable scheme for setting up an air-courier service for move- 
ment of high value rotables and A.O.G. (Aircraft-on-Ground) stores 
should also be evolved. 

(viii) The Committee understand that sometimes aircraft are 
c. grounded for lack of such small parts as bolts, nuts, , 

rivets, stainless steel wire etc. In the absence of in- 
digenous manufacture of relatively simple general pur- 
pose spares, I.A.F. is solely dependent on imported 
items. The Committee desire that early action shoulci 
be initiated to establish indigenous manufacture of these 
items. 

Defence The Committee regret to note that even though the cable from 
Washington dated the 5th December, 1962 asked for specific ins- 
tructions regarding 3acking and destinstion e t ~ .  the Defence Minis- 
try did not consider it necessary to either send such instructions by 
cable or even to inform them that the instructions were following 
in a letter. - - - ... -- _ - -  - - - - - . . .  .- - I _-I-_---- - - - 



Not only this when the letter was actually sent on the 11th 
December, 1962, instead of sending it directly by airmail i t  was sent 
to the External Affairs Ministry for further transmission in the dip- 
lomatic bag which was going only once a week. What is more when 
it was known that the letter had not been able to catch the diplo- 
matic mail on 11th and that the letter would not go until 18th, no 
steps were taken either to inform ~ash inq toh  by cable or to send a 
copy of that letter by air-mail to I.S.M., Washington. The Com- 
mittee desire that this failure should be investigated and respon- 
sibility fixed. 

:T: 
Deptt. of Supply and 
Techni~l  
Development 

it, In the first instance the Committee are surprised that I.S.M. 
Washington should be unaware of the A.S.C. specifications. Since 
tinned milk was not imported for our Defence Forces for the first 
time, these specifications should have Seen well known to our y r -  
chase mission abroad. Secondly what the Committee fail to under- 
stand is how on receipt of A.S.C. specifications from the Ministry of 
Defence, the I.S.M. Washington came to the conclusion that the U.S. 
(Federal) specifications were not inconsistent with the A.S.C. spe- 

cification when there was a basic difference between them in as mwh 
as the A.S.C. specifications required the use of wooden cases. In 
the opinion of the Sub-Committee it was a clear failure on the part 
of I.S.M. Washington in not consulting the Ministry of Defence. 
who were the indentor. regarding deviation from the A.S.C. spec!- 



fication. The Committee note that the contracts with the sup- 
pliers were signed on the 23rd January, 1963, 27th February 1963 
and 2nd May, 1963 after negotiations. It is not clear why at the 
time of these negotiations the exact specification i.e. A.S.C. speci- 
fication required by Defence Ministry was not stipulated and re- 
vised quotation obtained. 

While the Committee appreciate the I.S.M.'s anxiety to purchese 
the maximum possible quantity of milk to meet the emergent re- 
quirements of the Defence Services within the allotted amount, they 
feel that this cannot be given as justification for deviation from the 
A.S.C. specification without consulting thv indentor, which resulted Ct 

4 
in heavy losses of milk. 

The Committee note from the report of the Board of Officers 
that the tins used by the suppliers wero not even those prescribed 
in the Federal Specification for overseas shipments. The tins when 
compared to A.S.C. specifications and the Federal Specifications for 
overseas shipments were of weaker plate; they were of rimless, vent- 
hole type which were unable .to withstand high pressure. rough 
handling and extreme climatic conditions and prolonged mtside 
storage. Another unsatisfactory feature was that in the case of one 



contract, the specification of c'arton was further reduced from 275 
Ibs. to 200 lbs. bursting strength. 

Defence The Committee regret to observe that there was lack of planning 
- in shipping the consignments to India which resulted in the ships 

DWt. of S ~ P P ~ Y  arriving in a bunch at Bombay during the monsoon season. The 
and Tech. Committee desire that the Ministry should take necessary s t e p  clopment. to ensure that shipping of the consignments of milk tinned is pro- 

c. perly planned in future. The Committee note that there was delay 
in clearing the milk tinned from the port. They agree with the view 
of the Board of Officers that notwithstanding the weak tins and 
cartons the loss incurred would have been considerably leas had not 
about 65y0 of the consignments been brought to Bombay during the 
monsoon, from June to September, 1963. 

Defence The Committee feel that the losses during transit from the port ' 
to the supply depots could have been minimised if the flimsy fibre 
cartons had been replaced by wooden cases before their despatch 
by rail. They regret to note that the authorities concerned were not 
wiser even after noticing damages to the fibre cartons during ship- 
ment and at the time of unloading at the port. The Committee are 
disturbed over the large scale damage duriilg transportation from 



the port to the supply depots (1866 tonnes valuing Rs. 28.74 I&). 
In view of the dimensions of this loss the Committee take a serious 
view of this lapse and recommend that responsibility for this must 
be located. 

46 Detincc The Committee suggest that the extract from the Docks Mana- - - ger's Report may be suitably brought to the notice of the U.S. De- 
Dcptt. of partment of Agriculture for such action as they may consider neces- 

TCCh' Deve'opment sary in the matter. 

Ddcnce The Committee desire that the question of provision of adequate 
covered accommodation in the various supply depots and impmve- 
ment of the existing godowns should be given serious attention by 

C. the Ministry. The Committee feel that ultimately the expenditure 
on construction of covered accommodation and improvement of 
existing godowns would be more ecnornical than incurring of re- 
curring losses due to deterioration of fonJ supplies and other peri- 
shable commodities for want of suitable covered accommodation. 

Defence 
The Committee would like the Defence Ministry and the Minis- 

Deptt. of Supply try of Supply and Technical Development to examine this matter 
further in detail with a view to ascertain (a) whether it would 
have been possible for I.S.M. Washington to have the usual war-* 
ranty clause incorporated in this deal and (b) if not, what is the 
remedy available to the Government against shipments of inferior 
quality goods. 
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45 59 Defence The Committee are surprised that inspite of the heavy loss - (Rs. 48 lakhs), the matter has not yet been formally brought to  the s 
Deptt. of Sup~ly  & notice of suppliers through U.S. Deptt. of Agriculture, with a view Tech. Development. to obtaining suitable compensation. They desire that this should 

at least be done now. 

The Committee understand that the contract with suppliers pro- 
vided for the buyer having the right to make an additional and in- 
dependent inspection of goods a t  his own expense, but it appears 
that this right was not exercised by the I.S.M. They depended only 
on the inspection certificates issued by the Inspectors of U.S. Deptt. 
of Agriculture. 

50 ?)e~tt. o ~ S ~ P P ~ Y &  The Committee are perturbed over the heavy loss which occur- 
red in this case du : to flimsy tins and weak cartons used for packing 
of milk tinned supplied to India. The Committee are surprised to 
note the plea of the Department of Supply and Technical Develop 
ment that on an overall basis against the total loss of Rs. 48.14 lakhs 
an expenditure of Rs. 78 lakhs in foreign exchange has been saved 
which would have been incurred had wooden packing cases been 
used for outer packing. The Committee are unable to accept this 
as a valid argument, which proceeds on the assumption that the 
loss of essential and urgent supplies valued at Hs. 48.14 lakhs did not 
matter at all. The Committee consider it most unfortunate that so 
much of supplies indented for the forward areas shou!d have gone 








