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INTRODUCTION

1. the Chairman of the Public Accounts Committee, having been 
authorised by the Committee to present the Report on their behalf, 
present this Twenty-ninth Report on the Appropriation Accounts 
(Defence Services), 1956-57 and 1957-58 and Commercial Appendices 
thereto ond Audit Reports, 1958 and 1959.

2. The above-mentioned Accounts and Audit Reports were laid 
on the Table of the House on the dates shown below:

Audit Rqxtrt rDefence Se-vicci), 1958 i?-i2- i9S8
Appropriatio 1 Accounts (Dcfcnce Services), 195̂ -57 

u>mmcr.uil Appendix t h e r e c o .................................. 10-3-1959
Appiopriation Accounts (Defence Servi es), i9S7- 5̂  and 

Commercial Appendix thereto and Audit Report, 1959 . 20-8-1959

3. The Committee examined these Accounts and Audit Reports 
at their sittings held on the 2nd to 6th February, 1960. A brief 
record of proceedings of each sitting has been maintained and forms 
part of this Report.

4. The Committee received evidence on a number of Audit-para- 
graphs on which they thought it imnecessary to report further than 
by noting them in this general paragraph. They tnist that the 
remarks o/ the Comptroller and Auditor-General in hit Report on 
these cases will receive attention. If necessary, he will doubtless 
report upon them again in future years.

5. At their sitting held on the 3rd February, 1960, the Committee 
appointed a sub-Committee to examine fully the case referred to in 
para 13 of the Audit Report, 1959 regarding 'Contract for supply of 
mechanical transport spares’. The Report of the sub-Committee as 
adopted by the Committee has been embodied in their Twenty-ei|^th 
Report (Second Lok Sebha), which was presented to the House on 
the 22nd April, 1960.

6. During the course of examination of these Accounts and Audit 
Reports, the Ministry of Defence brought to the notice of the Com
mittee certain information which could not be fumidied to Audit 
within the prescribed or agreed period and as sudi was not taken 
by Audit into account in the finalisation of the Audit Reports. It 
was explained by the Secretary, Ministry of Defence that after the
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presentation of the Audit Report to ParUamait he thought that fur* 
ther infwination, if any, diould be placed before the P.A.C. Explain  ̂
ing the procedure, the Chairman obs^ed  that evm after the presen> 
tation of the Audit Reports, the Ministry could have brought to tiie 
notice of Audit any information with regard to the facts incorporated 
herein to enable it to explain the position to the Committee. It 
would ovoid any difference of opinion before tiie Committee over 
facts and facilitate their examination. The Committee would like to 
draw attention in this connection to para 6 of their 25th Report 
(Second Lok Sabha) tcherein they have reiterated their earlier re
commendations contained in para 37 of their First Report (First Lok 
Sabha) that the Ministries should always make it a point to furnish 
the requisite information to Audit within the prescribed period of 
six weeks. If in exceptional cases it is not possible to do so, the 
correct position should be furnished to the Committee through Audit 
so as to enable them to arrive at proper conclusions.

7. The Committee considered and approved this Report at their 
sitting held on the 2»th AprU, 1960.

8. A statement showing the summary of the main recommenda- 
tiMis/conclusions of the Committee has been appended to this Report 
(Appendix). For facility of reference, these have been printed in 
italics in the body of the Report.

9. The Committee place on record their appreciation of the great 
assistance rendered to them in their examination of these Accounts 
by the Comptroller and Auditor General of India.

New Dblhi; UPENDRANATH BARMAN,
The 4th July, 1960 Chairman,
Asadha 13, 1882 (Saka) Piiblic Accounts Committee.



f in a n c ia l  w o r k in g  o f  th e  g r a n t s  r e l a t in g  t o  t h e  
defence  se r vice s , 195M7 AND 1957-58

The following table compares the original and final grants and 
charged appropriations with the actual expenditure lor the years
1956-67 and 1957-58: , •

(In MUu of Rupee*)
1956-57 1957-58

Original Final Actual Origin*! . Final, . Actual
Giant or Grant or expend!- Grant or Giant oi ‘ exiiendi- 
Appio- Apiwo- ture . Appro- Appro- • tttr;

pnstiQn. piistion. priation pristioa  ̂ ^
met

from Revenue 
(Voted)

2,26,54 2,32,22 2,17,04 2,71,04 2,87,68 2,79^6

JBxpenditure met 
nom Capital 
(Voted)

28,00 28,00 22,35 .  ̂ 2$/30 27,92 25,»9

Total (Voted) 2,54,54 2,6o>22 2,39,39 2,96̂ 12 3A5»6o 3/>5,55
Enpenditure met 

from Revenue 
(Chaiged)

• • 97 f f f l f l M

Bxpenditufe met 
from Oifpital
(Chaig55

• • 12 13 •• 4 . 6

Total (Charged) . 1,09 1,12 91 95 9i
There was thus a saving of about Rs. 10 crores or 3*19 pw c » t  

over the final grant during the year 1957-58 as against 8 per cent 
(Rs. 21 crores) in 1956-57 and 12*47 per cent (Rs. 31 crores) in 
1955-56.

2. The following table shows, at a glance the savings in Voted 
over a period of 6 years.

(In laUia of Rupee*)

Yew Final
Glint

Saving* Petoentage
•f

*Wa-S3
*•55-54 « 7.»7

a>43>5a
»A$fi7

3>tS>fo

25.5*
MM

lofiS

10.9
.10.5
•lô as
ia.47

3-*9

3. Duri^ the years under r ^ r t, larger pero^tage of savings 
<O9eurre(|.fi!i0ftly under Navy, Air Force and Defoiee Cî ital Outlay. 
Cl̂ ijBr» .wfrn mn ovarall imjvoveaiQit in working of tiie Defence 

JRavanue) Hm year 19S7-tt inasmuch as Hw aavtogi
Aav» bMn f«d u ^  to S:19%). Hm Committee trust that efllKllto



steps will be taken by the Defence Ministrj’ to reduce the savings in 
the Capital Grants referred to above where the position continues, 
to be unsatisfactory.
Excesses over Charg'd Appropriations—

4. During the years 1956-57 and 1957-58, excesses over Charged 
Appropriations occurred in respect of Army, Air Force and Defence 
Capital Outlay Grants. The Committee have already recommended 
to Parliament the regularisation of these excesses in the manner 
prescribed in Article 115 of the Constitution, in their Sixteenth Re
port (Second Lok Sabha) and Twenty-seventh Report (Second Lok. 
Sabha), respectively.
Advances taken from the Contingency Fu>id of India—para 7(r) of 

the Audit Report, 1959—
5. During the year 1957-58, three advances (Rs. 3,965, Rs. 6,346 

ond Rs. 7,563̂  totalling Rs. 17,874 taken from the Contingency Fund 
of India during February 1958 to meet ‘charged’ expenditure in satis
faction of court decrees/arbitration awards notified in August and 
December 1957, were not recouped to the Fund during the year.

6. The Committee are surprised why the Ministry did not take 
any action to recoup the fund by obtaining supplementary grant 
bvfore the close of the ^nancial year, although there was sufficient 
time. They desire that necessary instructions should be issued to 
avoid recurrence of such cases.
Rush of expenditure during the month of March—para 28 of the 

Retnew of M.E.S. Expenditure—Appropriation Accounts, 1956- 
57, page 43 and para 24 of Review of M.E.S. Expenditure—Appro
priation Accounts, 1957-58, page 37—

7. The expenditure during March, 1957, was a little more than 
times the average expenditure of the first ele\’en months. The ex

penditure during March. 1958, was about 2*94 times the expenditure 
during the first eleven months. The rush of expenditure in the 
month of March was mainly due to late sanction of minor works, 
placing of more work orders for mnintenance services in the latter 
part of the year, late conclusion of contracts, uneven flow of final 
bills and slow progress of work in monsoon months and also pur  ̂
chase of large quantities of steel in March.

8. The Committee would like to reiterate their recommendations 
made in para 5 of their 17th Report (Second Lok Sabha) that the 
Minittry of Defence should detnse specifie remedies to remov? the 
bottUneck* cttcd above resulting in uneven flow of expenditure dur
ing the year. They would like to know the action taken in thia. 
M f.



WORKS EXPENDITURE 

Engineer>in-Chicfs Branch
j4i-3idabf«? expenditure incurred on a work—para 9(a) pages 6-T—

Audit Report. 1959—
9. The first phase of a project was administratively approved by 

Government i* August. 1955, at an estimated cost of over Rs. 1'07 
crcres. A separate Works Division was formed for the execution  ̂
and supervision of this project in the same month. Out of the land 
estimated at 360 acres required for the project, 280 acres were to be-, 
acquired from the Port Trust Authorities cit the station and the r r - . 
maining from private owners. The Port Trust Authorities declined- 
to release the land and instead, suggested in August, 1955 an alter
native site. Subsequent negotiations for the acquisition of a conve-. 
nicnt site proved fruitless and as no suitable land was obtoined eveiv 
by December, 1957. the Works Division formed in August, 1955 was 
closed down with effect from December 1, 1957.

Against a total expenditure of Rs. 5,75,081 on the project, an 
expenditure of Rs. 3.19.560 was incurred on the pay and allowances 
etc. of the establishment of the Works Division. Besides an amount 
of Rs. 50,672 was spent on the custody, handling and preservation of 
the stores collected for th? project and another sum of Rs. 9,523 on 
the survey and demarcation of the originally intended site.

10. In evtd'nce, the Committee were informed that the Works 
Division was formed before administrative approval to the project 
had been accorded but no appointment was made until it was admi
nistratively approved. The Division comprised one Command 
Engineer, one Assistant Executive Engineer and 70 non-Gozetted 
staff and they were engaged on planning work. It was urged that 
the Ministry of Defence did not anticipate any difficulty regarding 
the transfer of the land for the work by the Ministry of Railways as 
the latter had given an assurance before. Later when the Ministry 
of Transport came into the picture, they declined in February, 1957 
to transfer this land to the Navy, aa it was required for building a 
marshalling yard thereon. It was admitted' that the staff of the 
newly framed Works Division were not ftilly engaged during the 
period of 2 years.

11



11. The Committee given to understand that the Tran^ort 
Ministry had communicated on the 1st February, 1960 their decision 
to transfer substantially the same area of land to the Navy. The 
work already done by the staff will, therefore, be useful when the 
project is revived, although their output would have been greater bad 
the project come off and gathered momentum as originally anticipated. 
Apart from a portion of expenditure incurred on back-loading of 
. stores, no other part of the expenditure might be regarded as really 
infructuous.

12. The Committee /cel that there was Uttle justification for set
ting up a Works Division with such a large, e^ablishment costing 
over Rs. 3 lafchs, which was to do only the planning work till the 
land was actually made available.

-Para 9(c)—page S—Audit Report, 1959—
13. At a certain Naval Station, the Military Engineer Services 

. constructed six single type units for keeping naval stores in Febru
ary, 1951, two double type ones in November, 1954, and one more 
-double type unit in April, 1955. During the rains in May, 1955 all 
the nine units were found to have developed leaks, in spite of the 
water proofing pro\nded. An expenditure of Rs. 70,959 was incurred 
during 1956-57 in the rectification of the defects.

The Military Engineer Services while maintaining that the design 
adopted was structurally sound, the specification provided adequate 
and workmanship and supervision also satisfactory, could not ex
plain how the leaks had developed.' The Chief Technical Examiner, 
to whom the case was referred, expressed the opinion on December
9, 1958 that the execution of the work was defective, specifications 
faulty and site conditions unsuitable.

14. In evidence, the Committee were informed! that the final deci
sion had not been taken on the report of the Chief Technical Exami
ner. The comments of the Chief Engineer on the C.T.E.’s report had 
been referred to the latter for his further comments.

As regards the defects foxmd in the buildings, the Committee were 
informed that the type of construction which was based on German 
design nad been undertaken by the M.E.S. for the first time and cer
tain unforeseeable defects in waterproofing were discovered. These 
defects bad been rectified by altering specifications to suit the local 

'dimatic conditions. The cost of rectification which became infruc
tuous was stated as Rs. 14,816 as against the total expenditure of 
lU. 14*43 lakhs on the works as a whole. It was also stated that the 
figure of Rs. 70fi59 shown in the Audit para included besides the' 

■<imt <rf rectification of defects tne cost of new works which became 
.tieeenuy to have roofing of enriched specifioatlons.



15. From the above explanation of the Committee are inclined to 
feel that in this cose the M.E.S. did not examine at the outset whe
ther the specifications of waterproofing would suit the local condi
tions.

16. Although the Chief Technical Examiner had reported on the 
9th December, 1958 that the execution of the work was de/cctiwc and 
the site conditions unsuitcble, no fined decision has yet been taken 
thereon. The Committee are of opinion that if the purpose of the
C.TE’s inspection is to be fulfilled, speedy action on his reports is 
necessary. They, therefore, desire that oction on this and such other 
reports should he expedited.

Injudicious phasing of a project—Para 10—page 8— Âudit Report,
1SS9-

17. The provision of permanent residential and oflfice accommoda
tion at an Air Force Station was sanctioned by Government in Sep
tember, 1953, at a cost of Rs. 63*02 lakhs. The construction of the 
residential quarters started in December 1953 was completed in 
November, 1954. Internal electrification of these buildings and ex
ternal services for water, sewage etc. taken up in November, 1954 
and December, 1955 were completed in March 1955 and October. 1956 
respectively. The residential quarters, therefore, were unusable be* 
fore October, 1956. Owing to non-completion of the administrative 
and technical buildings, the sanctioned administrative staff could not 
be posted to the station even after October, 1956 «nd thus the resi
dential quarters remained vacant till 1958 resulting in avoidable 
expenditure of Rs. 27,000 by way of wa^h and ward charges.

18. In evidence the representative of the Ministry ot Defence 
stated that the occupation of residential accommodation was linked 
up with the completion of the runway with taxi tracks. Work on thft 
runway with taxi tracks was takoi up earlier than that on resi
dential quarters and had the runnray and taxi track been complet
ed in 11 months as planned, actually the reshlential accommoda
tion with services would have lagged behind. The completion of 
the runway was delayed due to discovery of rocky soil and aa 
the residential quarters could not have been occupied before com
pletion of the runway, installation of the internal electrification and 
external services thmfore was allowed to proceed at «n easy pace.

19. In the Committee’s opinion the east reveaJls locfc of eoontf* 
-n^lon in the execution of this project. They trust that such lapses 
^  not be aOowed to rteur.



Control over irerJcs expenditure—Para 11—pages 8-9— Âudit Report  ̂
1959—

20. No work can normally be commenced or liability incurred in 
connection with it until—

â) administrative approval to the execution of the work has 
been accorded by the competent financial authority,

(h) technical sanction to the detailed design, specifications 
and estimates has been issued by the competent engi
ne r authority, and 

(c) funds to meet the expenditure have been specifically 
allotted.

The following statement gives the break-up of expenditure on 
works hrld under objection during the years 1955-56, 1956-57 and
1957-58.

SI. N o. Nature o f o S  ection
Amou. t obje ted to during

M 55-56 ’956-5? 1957-58
" "  Rs. Rs. Rs.

!. Want o f adniinisfraiixc a]>p oval H,64,6iq  6 .7 6 ,to8 15.;6.763

2. Vl'a .t o f tc .h n i.a l sanction ti.60,25) 3.67,024 ’''31,041

3. Want o f allotment o f funds • 25.45*595 15.10.691 30.59 J 1 3

21. In evidence, the Committee were informed that most of the 
items held under objection related to the works of military opera
tional or medical necessity and emergent works for meeting dangers 
to buildings ctc. which could be undertaken under the rules in ad
vance of the administrative approval. In some cases the excesses 
over the sanction d estimates which came to light during the execu
tion of woiks necessitated re\’ision of administrative approval. The 
Committee enruired why explanations were not accordingly fur
nished to the internal audit if the coses under reference were cover
ed by the exceptions provided in the rules so thut these could have 
been excluded from thr review on Appropriation Accounts. They 
were informed by the representative of the Ministry of Finance- 
(Defence) that the expenditure had been held under objection pend
ing its regularisation by covering sanctions. He was not sure whe
ther all the items under objection were covered by the cxcepticmc- 
provided in the rules.

22. The Committee were concerned over the increase in the ex-- 
penditure held under objection from year to year. They were 
assured by the representative of the Ministry of Defence that spe
cial efforts would be made to finalise th« outstanding cases in abovt- 
6 months time. The CammitXee hope that the-objections wUl be 
reguJartui within this period after compEeto acnittny thereof. TTieyr



toould like to toatch progress made in this behalf through future 
Appropriation Accounts, They alto detire to be informed of the 
quantum of expenditure incurred on non>-emeTgent workt included 
in the above statement which were started without comply
ing with the rvXes and the action taken against the officers 
concerned for disregarding the rul.’s.

Financial adjustments in toorfcs accounts—Para 12—Pages 9-10—
Audit Report, 195»-

23. The Audit para disclosed some cases of adjustments made in 
the works accounts, as shown below:

<a) (!) In «  Works Division, during 1957-58 a sum of 
Rs. 84,480 representing the value of certain stores was 
debited against a project though the stores in question 
were not received in the Division during the year.

(ii) Similarly a sum of Rs. 4,114 representing the value 
of 34 tons of cement was debited against the above pro
ject in 1957-58 as having been transferred from stock. 
In th? beginning of 1958-59 the same quantity of cement 
was shown as having been retransferred to stock, though 
physical transfer of cement either way never took 
place.

According to Audit thes? “fictitious adjustments” enabled the 
Garrison Engineer concerned to avoid lapse of funds.

24. The Committee were informed in evidence that in the first 
case stores ollotted to the project were not moved to the project site 
due to lack of storage accommodation at the site. The stores were 
kept aside in the Engineer park and issued to the contractor direct 
from thrre. In the second case cement which was required for the 
construction of certain tanks had to be transferred to another work 
■due to delay in deciding the location of the tanks.

25. The Commitee regret to find that such adjustments in Works 
Accounts continue to occur in spite of the assurance given to th«* 
Committee of 1953-54 (c./. para 45 of 9th Report. First Lok Sabha) 
that these would not be repeated in future. Financial adjustments 
in respect of stores held in the Stores Depots without their physical 
movement to the sites of projects are irregular. They may also lead 
'to frauds and losses of stores. It was urged before the Committee 
that the cases under reference were exceptional and that necessary 
instructions had been issued to avoid such adjustments in future. 
The Committee find it difficult to accept that the cast's were except 
tfonal. They trust that the Ministry of Defence will take a seriims 
view of such coses in future.



26. In another case [sub para (d) of the Audit para], a sum of 
Rs. 142,442 representing the value of certain stores debited against 
a project in February, 1958 was subsequently (in March, 1958) can
celled though the stores were not physically transferred elsewhere. 
According to Audit, the cancellation of the debit Enabled the Garri
son Engineer concerned to adjust certain outstanding charges to 
this project during 1957-58 and thereby also avoid excess over eUot- 
ment in another project.

27. It was urged before the Committee in evidence that in this 
case when the stores were actually despatched from the base depot 
to the project, the Garrison Engineer took over the stores mention
ed in the voucher without checking them. On physical verification, 
deficiencies were disclosed which were adjust^ by the Garrison 
Engineer. Subsequently the consignor amended the issue voudier 
to conform to the quantities cictually received by the project autho
rities.

28. The Committee wonder hoio stores worth Rs. 1,12.442 could be 
short delivered and accepted "by the project authorities without phy
sical verification. The procedure jor issues and receipts 0/  stores 
should be reviewed by fhe Engineer-in-Chief in order to ensure that 
stores issued actually tally with the vouchers and are .prompUxf 
verified at the receiving end and discrepancies, if any, brought t» 
the notice of the issuing depot. Unless there is prompt verification, 
it vriU be difficult to fix the responsibility for shortage, if any.

8



Ill

PURCHASE OF STORES 

Air Force
Over-provisioning of stores—para 12—pages 6-7—Audit Report,

1958—
29. In June, 1953, Government entered into a contract with a 

foreign Government for the purchase of a number of aircraft. Tha 
foreign Government undertook to arrange for the supply of all 
spare parts for maintaining the aircraft for a period of ei^t years. 
There was no stipulation about the dates by which the spares for 
the first two years were to be ordered. The spares for the third to 
the eighth year were, however, to be ordered within three years of 
the signing of the Agreement, and it was provided that any modifi
cation in this order would be accepted if communicated within: 
twelve months of the date of placing the order.

The contracts for spare parts, were, however, concluded by Gov
ernment direct with two foreign firms who manufactured these spare 
parts and the foreign Government was not specifically made a party 
to these contracts. No stipulation was also made therein about the 
buyer’s right to alter the contracted quantity of the last order with
in one year of the date of placing the order.

Order for spare parts covering two years’ requirements were 
placed in November. 1953, and January, 1954. On the recommenda
tion of the manufacturers, an order for three subsequent years* re
quirements calculated on the same basis, was placed in August  ̂
1954. In March. 1956. the requirement for spare parts was reviewed 
and a reduction in the order, to the extent of £  1,19.433 was advised 
in April, 1956, to the manufacturers. They agreed to accept a reduc
tion only to the extent of £25,270.. In the absence of a clause in 
the contract in favour of the buyer (Government to modif>’ the order 
for spares for the third to the eighth year within 12 months of the 
placing of the order), the reduction could not be secured fully.

A review carried out by a team of experts early in 1957. disclosed 
surpluses in maintenance spares to the extent of £1.50,000 (Rs. 20 
lakhs approximately). Hie experts al̂ io found that 23 of the 26 Tur
bine 'W^eel Assemblies valued at £  45,867 (Rs. 6,11.560) were In 
excess of requirements. In the case of four other items of spares,

»



Elating to the same aircraft, procuremeit on the basis of the manu
facturers’ recomm^dations had also resulted in overstocking to the 

•extent of £64,598 (Rs. 8,61,806).

30. The following points arose in connection with this case;—
(i) The justification for placing the order direct on the manu<

facturers abroad by-passing the foreign Govemmoit.
(ii) The reasons for placing the contract for spares for the

third to fifth year in August 1954 (within 8 months of 
the order for spares for the second year) althou^ under 
the terms of contract it was open to Government to 
place this order by June, 1956.

<iii) The reasons for accepting the advice of the manufacturers 
in placing the above order without waiting for the result 
of trials.

(iv) Non-inclusion in the contract of a clause retaining the 
right to Government to modify the quantities of spares 
within a period of one year of the date of indent.

31. In evidence the Committee were informed by the representa
tive of the Ministry of Defence that as the stock of spares was 
running out and a contract with the foreign Government would 
entail delay, the contracts for spares for the first two years were 
placed directly on the manufacturers. As regards the reasons for 
placing the order in August, 1954, for the third to fifth year, it was 
stated that Government wanted to avoid depending on the foreign 
suppliers for the spares and the aircraft for which the spares were 
needed was expected to go out of production. In support of the 
acceptance of the advice of the manufacturers which had resulted 
in the overprovisioning of spares, it was stated that as the Indian 
Airforce had no experience of this particular type of aircraft, they 
based their requirements on the recommendations of the manufac
turers. In reply to a question whether Government consulted the 
foreign Government, who were actually using this type of aircraft 
in their Air Force in tropical areas, also, on the provisioning of 
spares, there was no direct answer. As regards the omission from 
iihe contract of the clause about the buyer’s right to alter the con
tracted quantity on the last order within a period of one year of the 
date of placing the order, the Committee were informed that an 
alternative clause under which Government could cancel or reduce 
the order on payment of compensation for the material which was 
procured upto the date of concellation had been included in the con* 
tract. It was argued that this clause would enable Government to

vcancel or reduce the order for spares even after a period of one year

10



from the date of placing the order and this clause was thus “better 
in some ways and worse in some ways”.

32. The Committee find it difficult to accept the above arguments. 
From the facts placed before them, they could see no justification 
for placing the order for spares direct on the manufacturers, the 
placing of the order for the third to fifth year in August 1954 shortly 
after the order for the first two years, on the recommendations of 
the manufacturers, when Government could have waited with advan* 
tage till June, 1956 to assess their requirements precisely also lacked 
justification. The substitute clause in the contract was obviously 
necessitMed by the fact that the order for spares was placed *in 
August, 1954 much ahead of the last date permissible. The plea that 
this clause would enable Government to modify the order (but on 
payment of Compensation) beyond the period of one year envisaged 
by the old clause indicates, in the Committee’s opinion, that at 
that time there was a doubt in the mind of Government that the 
quantity estimated would be unrealistic. A more prudent course 
would have been to await the result of actual utilisation for some
time, if not till June, 1956.

33. It was urged before the Committee that although the spares 
purchased represented only five years’ requirements, the life of the 
aircraft being ten years, all the spares were being used up and 
now there would be no wastage and no surplus. This development 
(though a fortuitous one) would indeed sore Government from 
being saddled with unwanted stores. But it will not, in the Com
mittee's opinion, mitigate the gross overprovisioning which is 
demonstrably clear from the fact that the spares estimated for a 
period of five years will, according to Government’s own admission, 
be used up now in ten years.

Procurement of unwanted equipment para 26(a)—page 20—Audit 
Report. 1959—

34. In 1954, 26 twin-engined transport aircraft of a particular 
make were purchased together with 24 reserve engines. In April,
1954 It was decided that the work of overhauling the engines should 
be entrusted to an Indian Company which was already handling 
the same engine. Due to difference laetween the Company and 
Defence authorities regarding the provisioning of spares and pay
ment of commission to the company, arrangement could not be fina* 
lised till December, 1956, by which time a large number of engines 
were immobilised pending overhaul. Indents for additional spares 
were placed by the then Defence authorities between May and 
513 (Aii) LS-2.’
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Novranber, 1957, but the contracts with the manufacturers for sup
ply of scares could only be finalised between September, 1957, and 
February, 1958. As a result of delays in the finalisation of the over
hauling agreement with the Indian Company and in procurement 
of spares, a critical situation in transport fleet had developed and 
12 reconditioned engines had to be ordered from abroad in August, 
1957 at a cost of nearly Rs. 30 lakhs.

35. In evidence, the representative of the Ministry of Defence 
contended that although there was delay in finalising the over
hauling agreement with the Indian Company, the delay did not 
hold up the overhaul work. The first batch of seven engines which 
needed overhaul in March, 1956, was overhauled by the company 
even before the agreement was finalised. The purchase of the 
twelve additional engines was due to increase in the reserve pool of 
engines consequent upon the reduction enforced (in 1955) in the 
m axim um  operating time per engine from 700 hours to 500 hours, 
by the country of its origin. He added that in this case the manu
facturers had originally recommended the purchase of 48 reserve 
engines; Government, however, decided to acquire 24 such engines 
only on the advice of their own technical experts that the operating 
time per engine be taken as 700 hours-

36. The Comptroller and Auditor General, however, brought to 
the notice of the Committee that in a note dated the 4th March,
1958, the Chief of Air Staff had expressed concern at the delays 
that had occurred in overhauling and his misgivings about the likely 
serious operational repercussions.

37. From a note* furnished to the Committee at their instance, it 
is seen that according to the agreement entered into with the Indian 
Company in December, 1956, Government (Air Force) were to pro
cure and supply the spares to the Company for the overhaul of
I.A.F. engines. Procurement of stores through I.S.M. was very 
slow. During a certain period the Indian Company overhauled 73 of 
its engines from the spare parts procured by it through its own 
agency as against four engines of the Air Force during the same 
period due to lack of supply of spares by Government. As the in
ordinate delay in overhaul caused concern, to tide over the diffi
culty it was decided in March. 1958, to ask the Company to procure 
overhaul spares for forty Air Force engines through it.s own agency 
on payment of a commission of 4%.

38. Normally payment of agency charges at the rate of 1',' were 
made to the I.S.M. in such case. But it was urged in extenuation

•Note not vetted by Audit*
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that the procurement of spares for 40 engines was entrusted to the 
Company on payment of higher rate of commission as military 
operational requirements dictated this course. It was added that 
tUs deviation from the terms of the contract was only ad hoc for 
the 40 engines. In reply to a specific question wliether any time 
limit was fixed for the overhaul of the 40 engines, it was stated that 
no time limit could be possible as it would depend upon the condi
tion of the engines and the availability of the spares required. 
Judging from the facts placed before them the Committee feel that 
there was delay in overhaul which was occasioned by the defective 
provisioning in regard to procurement of spares in the contract.

Navy
Procurement of unwanted boats—̂ ara 14, page 8—Audit Report,

1958—
39. Indents for four each, of two types of boats for training pur

poses were placed by Naval Headquarters on the Director General, 
Supplies and Disposals in June, 1955. They were received between 
June, 1956 and January, 1957. On September 12, 1956, the Naval 
Headquarters informed the Defence Ministr>‘ that as a result of 
experience gained during the previous year, these boats would not 
meet the purpose intended. Further demands for three each of the 
same types of boats had been placed on the Director General. Sup
plies and Disposals on September 1, 1956- The orders for supply 
of the boats were placed by him on January 23 and January 29, 
1957. An attempt was made only on February 28, 1957 to cancel 
the demands but this could not be done without payment of com
pensation. The additional boats were received during September 
and November, 1957. The expenditure of Rs. 3.86,963 incurred on 
these purchases thus became infructuous.

40. According to Audit, at a conference held on the 7th May,
1956, the N.C.C. Circle Commanders had expressed the view that 
the boats would not be suitable for training of the N.C.C. units. 
This was brought to the notice of the Ministry bv the Naval Head
quarters only in Septemer. 1956 while the Ministry had accorded 
sanction to the purcha.se of additional bt>ats on the 15th June. !956. 
It was, however, urged by the representative of the Naval Head
quarters that the views expressed at the Conference in May. 1956 
did not constitute a final decision warranting cancellation of the 
demand and decision not to issue these boats to the Naval Wing of 
the N.C.C. was taken only in November. 1956. The Secretary of 
the Ministrv of Defence admitted that in September, 1956 the Naval 
Headquarters brought to the notice of the Ministry- that these types
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of boats and cutters were not suitable for the N.C.C. units of the 
Naval Wing, on the basis of the experioice gained in the handling 
of similar craft from the middle of 1955 at the NDA and that no 
action at this stage was taken by the Naval Headquarters to 
approach the DGS&D to pend action on the indent placed on 1st 
September, 1956 as the question of revision of scales of equipment 
required for the NCC units of the Naval Wing was still under consi
deration. In November 1956 it was decided that motor boats and 
sailing cutters should not be issued to the Naval Wing of the NCC 
units. Consequently an attempt was made in February, 1957 to 
cancel the indent placed in September, 1956. In reply to a question 
the Secretary stated that out of 14 boats, 10 had already been issued 
to units and the remaining 4 earmarked for issue in the next 18 
months. It was admitted, however, that the crafts were not being 
used for purposes they were purchased for.

41. The Committee feel that in thit case there had been lack of 
co-ordination on the part of the various authorities. Had prompt 
action been taken even after November 1956 (when the final deci
sion was taken) for cancellation of the demands the unnecessory 
expenditure could have been avoided.

Master General of Ordnance Branch

Overprovisioning of Stores—Para 17(a), page 9— Âudit Report, 1958

42. On the basis of an approved scale, a Central Ordnance Depot 
computed its requirements of an item of store for overhauling an 
equipment, as 1,270 numbers, on April, 1, 1953. The total deficiency 
of this item was calculated as 1,350 numbers. On January 8, 1954, 
the Army Headquarters intimated a revised and reduced scale, 
according to which the requirements for overhaul came to 64 num
bers only. Despite this reduction in scale, a demand was placed 
by the Ordnance Depot on Januaiy 29, 1954 for the deficiency of 
1,350 numbers as originally calculated.

In March, 1954, the Army Headquarters intimated also a reduc
tion in the number of the equipment requiring overhaul. No action 
was taken by the Depot even then to revise the demand. The con
tract for the supply of stores was concluded in July, 1955 only and 
the stores received in January, 1956. As a result, unwanted store 
of tlie value of Rs. 28,000 was acquired.

43. In evidence, it was stated by the representative of the Minis
try of Defence that the original demand for 1,350 numbers was 
placed on the basis of the scale of 200 numbers per 100 engines.
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On 8th Janiiaiy, 1954, the Army Headqxiarters notified a reduction 
oi scale to one>twentieth of the previous scale (10 numbers 100 
engines) but the D ^ t  authorities referred the matter back to the 
Army Headquarters for reconsideration, as the actual consumption 
was 150 numbers for 127 engines. On reconsideration, the Army 
Headquarters agreed to the original scale of 200 numbers per 100 
engines. This was, however, not noted on the provision card which 
resulted in the Audit objection in this case. In reply to a question, 
it was stated that althou^ the number of engines to be overhatded 
was reduced from 635 to 444, in March, 1954 due to the withdrawal 
of the equipment from units, a corresponding reduction in the 
demand was not made by the Depot.

44. The Committee do not understand why the Depot did not 
take any action to reduce the demand till the conclusion of the 
contract in July, 1955 even though the reduction in the number of 
engines to be overhauled by about one-third had been intimated 
to it in March, 1954. In their opinion, it was a clear case of un> 
necessary provisioning which needs looking into.

The Committee also regret to observe that the drastic reduction 
of scales (pom, 200 to 10 numbers per 100 engimes) communicated 
on Bth January, 1954 bore no relation to actual consumption and 
even when the latter was found to be 118 per 100 engineŝ  tt to os 
decided to switch over to the original scale of 200 per 100 engines 
rather than determining a fresh scale. This indicates how defective 
was the procedure followed for determining scales in this case. The 
Committee consider that the provisioning procedure in the M.G.O’s. 
Organisation should be looked into in the interest of realistic protn- 
siontng.

Para 17(b), Pages 9-10—Audit Report, 195S—

45. In September, 1951, a Central Ordnance Depot placed two 
demands of 1,10,635 lbs. and 1,10,100 lbs. on the Director General, 
Ordnance Factories, for an item of engineer stores, to be supplied 
during 1952-53 and 1953-54 respectively. These demands were based 
mainly on estimates made by the Engineer-in-Chief.

In December, 1951, another Central Ordnance Depot informed 
the first Depot that it had a surplus stock of over 1,50,000 lbs. of 
the same item. No action was, however, taken by the first Depot 
to reduce the demands already placed by it in September, 1951. 
Even during the subsequent provision review made on June 1, 1952 
this stock of 1,50,000 lbs. was not taken into account. H is review 
disclosed a surplus of 1,13,576 lbs. (exclusive of the stock of
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1,50,000 lbs. referred to above); but the demand for a quantity of
1.10.100 lbs. only was cancelled, in October, 1952.

Including the quantity made available from the second Depot, a 
stock of 2,63,479 lbs. valued at over Rs. 3'6 lakhs got accumulated 
with the first Depot on December 1, 1956. As against the Engineer- 
in-Chief’s estimated requirement of 1,09,648 lbs. for each of the years 
1952-53 and 1953-54. consumption during those years was 7,504 lbs. 
and 1,932 lbs. only.

46. Obviously placing of two demands for 1,10,635 lbs. and
1.10.100 lbs. of the store in question by the first Depot in September, 
1951, when there was a surplus stock of 1,50,000 lbs. of the same 
store in another Depot indicated deplorable lack of coordination in 
the M.G.O.’s Organisation. The Committee enquired why the in
dents placed were not reduced by the iirst depot soon after the 
surplus stock of 1,50,000 lbs. in the second Depot was brought to 
its notice in December, 1951. The Explanation was that the stock 
held in the second Depot, being in an “entangled” condition, was not 
taken into account by the first Depot. The Comptroller and Auditor 
General, however, pointed out that in December, 1951 when the 
second Depot informed the first about the availability of surplus 
stocks, it was not mentioned that the store in question was in an 
“entagled” state. Nor was it brought to the notice of the first Depot 
when in January, 1952 it requested the second Depot to continue 
to hold the stock on its behalf.

47. In a note* furnished to the Committee, it has been stated by 
the Ministry that according to the records available, the first Depot 
came to know of the entangled condition of the stock when the store 
was backloaded by the second Depot and received by it (the first 
Depot) in January, 1953. As, however, this stock was not taken as 
assets in December, 1951 or in the subsequent provision review in 
June, 1952, by the first Depot, it might be assumed that the Depot 
was aware at that time the stock held as dispersed was not entirely 
serviceable. Though no records to that effect were available the 
possibility of this information having been conveyed to the first 
Depot by tel^hone or by correspondence (now not traceable) could 
not be ruled out.

48. During their on-the-spot study-visit to the first Depot in March
1959, the Committee were ^ven to understand that the condition of 
the store was detected in that Depot only in 1953. In the face of 
this, the Committee cannot but reject the Ministry's explanation which

•Note not vetted bjr Aadit.
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ia prima facie conjectural and unconvincing. In their opinion, it 
was a clear case of negligence on the part of the first Depot. They 
feel reassured in this opinion because of the fact that the stock alleg
ed to he unserviceable in January, 1953 was subsequently declared 
as usable.

49. In regard to wide variations between the estimates of require
ments of this item by the Engineer-in-Chief and his actual consump
tion during the years 1952-53 and 1953-54 (para 45 above), it 
was stated in evidence that the estimates of the Engineer-in-Chief 
were based on expectation, as no records were available regarding the 
consumption of the stores in previous years. Intervening, the
C. & A. G. stated that the Engineer-in-Chief’s demands were based 
on requisitions for 1,000 cwt., 40 cwt. and 12 cwt. respectively from 
three Commands. Obviously when two Commands together had 
asked for only 52 cwts. between them, the unusually high demand of
1.000 cwt. by the third was not scrutinised carefully. The Committee 
are surprised how the scrutiny by a technical organisation like that 
of the Engineer-in-Chief’s could be so perfunctory.

Local purchase of mosquito nets—Para 15, pages 13-14, Audit Report, 
1959—

50. Since 1955, the Director General, Ordnance Factories had been 
experiencing difficulty in manufacturing mosquito nets—olive green 
round mesh—as the required quantity of netting was becoming 
increasingly difficult to obtain. His suggestion, in 1955, to use other 
types of netting—ssquare mesh or other shades, like white "khaki, was 
not accepted by the Army authorities with the result that in Novem
ber, 1956, a quantity of 1,63,500 mosquito nets demanded for 1956-57 
was outstanding. In view of urgency, orders were placed in June,
1957 on four firms, for 60,000 mosquito nets at rates varying between 
Rs. 18-50 and Rs. 19-08 each, to be supplied by July, 1957. Actually
54.000 mosquito nets only were purchased at an aggregate cost of 
Rs. 10,27,020. Of these as many as 47,000 were white. The date 
of delivery was extended by about a month, without imposing any 
penalty and the nets were accepted after visual and without the usual 
technical inspection. Several material deviations were also permit
ted, such
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(i) smaller size than in the specification,

(II) incorrect seaming, joint in netting, darned patches, over
size hole« in netting, etc.



No price reduction for these defects was also made, excepting ii* 
tke case of 297 nets which had tears in them. The main considera
tions on which no price adduction was insisted were stated to be—

(a) negotiations for price reduction would entail delay and
hold up the supply of nets which were required for 
personnel in operational areas, and

(b) the minor defects would not affect the serviceability of
the nets.

Out of 54,000 nets, only 5,824 were issued to units in operational 
aareas by the end of September, 1957 and the balance of 48,176 were 
sent to depots in non-operational areas, of which 5,304 nets were 
susequently issued to formations in peace area. 932 of these latter 
issues were prematurely condemned within a period of six to seven 
months- The technical authorities, it was reported, had estimated 
the life of these nets as less than 2 months against the prescribed 
life of 18 months.

51. In evidence, the Director of Ordnance Services informed the 
Committee that the suggestion of the Director General, Ordnance 
Factories made in 1955 to use other types of netting— ŝquare mesh, 
was not accepted as medical authorities did not approve of square 
mesh netting. As there was no urgent demand for nets, the matter 
was not pursued further. Subsequently, on receipt of an urgent 
demand local purchase became necessary.

As regards the difficulty experienced by the Director General, 
Ordnance Factories in procuring netting of the specified quality, it 
was stated by the Additional Secretary, Ministry of Defence that the 
difficulty arose not because of the inability of the mills to supply 
the required quantities, but because according to the standing order 
then prevailing, the Director General, Ordnance Factories could not 
place his demand with the Director General, SuppliC'S and Disposals 
more than a year in advance of his requirements whereas the latter 
required more time for procurement. It was added that the Director 
General, Ordnance Factories had since been given full powers to 
indent for raw materials in advance to the extent necessary to meet 
his production programme. Further, in order to effect economy in 
the procurement of raw materials, certain changes in specifications 
of mosquito nets had also been made.

52. The Committee are not convinced by the explanation. In 
their opinion, fuller consideration of the suggestion of the D. G. O. F. 
in 1955, would have avoided the local purchase of nets of inferior 
quality at a higher cost in this case- The plea that there was n»
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urgent demand pending then is not acceptable as indecision on the
D. G. O. rs . proposal had prevented him to equip himself properly 
to fulfil urgent demands that came up subsequently. Thus Hhm 
situation necessitating local purchase in 1957 was largely their own 
creation. The fact that while the Ministry was earlier averse to 
relaxing the specifications in the case of supplies hy the D. G. O. F., 
88% of the nets purchased locally in 1957 were accepted although 
they were below the prescribed standards indicated the risks m 
resorting to local purchase.

53. It was urged before the Committee that the urgency of the 
demand had led to the local purchase in this case. For the same 
reason Government could not enforce price reductions even for the 
deficient dimensions of the nets supplied by the local firms. The 
Committee find it difficult to accept this plea of urgency- Out of the
54,000 nets procured by the Ministry in July, 1957, only 5,824 were 
issued to units in operational areas and the balance 48,176 were 
sent to depots in non-operational areas. To a specific question 
whether there was an operational emergency necessitating early issue 
of the nets, the reply of the Additional Secretary, Ministry of Defence 
was in the negative. In these circumstances, the Committee consider 
that the plea of urgency u’os not volid. They fail to see why no 
attempts were made to impose price reductions on the contractor 
when the supplies were decidedly inferior in quality and not accord
ing to speci^ations. They desire that this aspect should be investi
gated further.

54. Another unsatisfactory feature in this transaction was that 
even the usual technical inspection was dispensed with and the goods 
accepted on mere visual inspection. The Committee are constrained 
to observe that the persons responsible for this deal had not acted 
in the best interest of Government.
Avoidable expenditure in local purchase of u'inter clothing— P̂ara 16, 

pages 14-15—Audit Report. 1959—
55. Two items of winter clothing for troops. Shirts-Angola Drab 

and Trousers-Battlc Dress were continuously in short supply since
1954-55, as the supply of flannel and serge of the requisite colour 
and quality could not be arranged by the Director General. Supplies 
and Disposals. The main bottlenecks in the supply position were—

(1) One out of the four dyes required was not available in 
the country and had to be imported.

(1!) Only the product of one mill had been certified as accept
able by the Defence Inspectorate in respect of the shirts.
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(iii) Only the products of two mills had been certified as 
acceptable by the Defence Inspectorate in respect of the 
trousers.

The supply position deteriorated in 1957-58 and in order to over
come the acute shortage and to meet immediate winter requirements 
of the troops in certain areas, the Army Headquarters suggested in 
October, 1957 local purchase of 15.000 units of each of the two items 
from a firm in Delhi (The Army Headquarters had obtained the 
firm’s quotation on September 21. 1957). At the suggestion of 
Finance, fresh quotations were invited from four firms including the 
first firm on November 1, 1957- The quotations of the other firms 
were not accepted and a contract with the first firm was concluded 
GD November 12, 1957 for the supply of both the items at Rs. 22 and 
Rs. 32 per unit respectively, as against the ordnance factory’s cost of 
production of Rs. 17*46 and Rs. 30'91. In the actual execution of 
the contract, the following relaxations were made:—

(i) deviations were allowed in respect of shade.s without efTect-
ing any price reduction.

(ii) against the stipulated delivery date of December 24, 1957,
the firm was allowed extensions upto February 20, 1958.

The extra expenditure incurred by Government in effecting the 
above local purchase worked out to Rs. 84,450 approximately.

56. The Committee enquired why deviations from specifications 
were allowed in the case of local purchase while no such relaxation 
was considered in respect of supplies through the D. G. O. F. The 
explanation was that as it was an emergent purchase. the>- had no 
alternative but to accept the material available.

57. The Committee are unable to accept this plea inasmuch as 
requirement of winter uniform for troops was not on unexpected 
item which could not be foreseen- Further, the extensions granted 
to the fi*m till winter was over practically defeated to a large extent 
the object of local purchase. The Committee further understand 
from Audit that on 5-2-1958 when the extension was granted to 
the firm there were "dues^out” to the extent of 15,100 trousers to 
the troops in a particular cold region. Out of 7,497 troiwer* delivered 
by the firm during the extended period of delivery only 150 numbers 
were issued to a field depot in the particular cold region on 28-4-I9S8, 
U. after the winter months. It is, therefore, demonstrably clear 
that the plea of urgency was untenable in thi« ciue.
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n
In extenuation of the extension of dme granted to the firm, it 

was stated that the supplies of shirts were completed by the firm 
t)y the 30th December, 1957, but only 7,500 trousers had been supplied 
by that date. (The iirm completed all ttie supplies by th« 20th 
February, 1958). In reply to a question, it was admitted that by 
February, 1958, the rigours of winter were over in the plains; but 
ft was added that the clothing was required for issue to the troops 
in colder regions.

58. The Committee are firmly of the opinion that this tramaction 
also was not conducted in a business-like manner. When it was 
evident from the very beginning that even the only firm of manu
facturers of cloth was unable to produce cloth of the correct shade 
due to difficulty in obtaining one of the four dyes required for 
manufacture, it is inexplicable why a slight colour deviation could 
not have been allowed in the case of supplies by the D. G. O. F- Had 
this been done, resort to local purchase of ready-made articles of 
inferior quality at prices higher than the Ordnance Factory’s rates 
would not have been necessary. The manufacturing capacity of the 
Government Clothing Factories would also have been more fully 
utilised.

Loss due to lack of co-ordination between the indentor and the
manufacturing organisation—para 17. pages 15-16—Audit
Report. 1959—

59. A demand fur 1,06,240 feet of copper tubing was placed by 
the Ordnance Branch in June, 1950 on a Purchase Organisation 
abroad. 31,000 feet of the tubing was received by March, 1951 and 
the remaining quantity was expected by the end of that year.

In view of the anticipated delay in the supply of the residual 
quantity of tubing, the Director of Ordinance Service adced the 
Director General. Ordnance Factories on September 3,1951 to investi
gate the possibility of indigenous manufacture through Govenunent 
Ordnance Factories or through private ftrms, and to intimate the 
quantity which could be deliver^ by the end of October, 1951, (a 
Arm demand on Director General, Ordnance Factories was to follow 
on receipt of his reply). The Director General, Ordnance Factories, 
intimat^ on September 22, 1951 that facility for the manufacture 
of tubing was available at one Ordnance Factory, but in view of 
other urgent work only 3 to 4 thousand feet could be supplied by 
October 31, 1951. At the same time, the Director General. Ordnance 
Factories instructed the above factory to undertake the manufacture 
of T7,000 feet of tubing without waiting for a demand from the Direc
tor of Ordnance Services. By October 24. 1951, this factory had



manufactured 10,000 feet of tubing. On being informed of the 
quantity manufactured by this factory, the Director of Ordnance 
Services asked the factory on November 12, 1951 to stop further 
numiifacture, as the quantity ordered through the Purchase Organi
sation abroad was already under shipment. By that time the 
Ordnance Factory had, however, manufactured 31,684 feet of tubing 
of which only 10,000 feet were drawn by the Director of Ordnance 
Services and the remaining quantity of 21,684 feet valued at Rs. 48,101 
was declared surplus in 1957 and disposed of in the same year for 
Rs. 4,810 resulting in a loss of Rs. 43,^1 to Govemmoit.

60. In evidence, it was admitted by the representative of the 
Ministry of Defence that in this case there was lack of co-ordination 
between the Director of Ordnance Services and the Director General, 
Ordnance Factories. The Director General, Ordnance Factories in 
his anxiety to meet the emergent requirement of the Army started 
manufacture on the basis of an enquiry- To obviate cases of this 
type-, it was added, instructions had since been issued that the
D. G. O. F. would start manufacture only against firm orders placed 
on him. In reply to a question, it was stated that without consult* 
ing the D- G. O. F. beforehand, it was presumed by the Ordnance 
Branch that this item, being a new item, could not be manufactured 
by Ordnance Factories.

61. This is pet another case of lack of co-ordination between the 
organisations under D. O. S. and the D. G. O. F.

Director General, Ordnance Factories

Overprovisioning of stores—para 20(a) of Audit Report, 1959—

62. In 1952-53 the Director General, Ordnance Factories obtained 
5,30,388 lbs. of certain chemical stores valued at Rs. 8 lakhs through 
the High Commission in London in response to an indent placed 
in November, 1949. The stores were- packed in second hand barrels 
and as a result a quantity of 32,581 lbs. valued at Rs. 49,797 was lost 
in transit. A further loss valued at Rs. 29,087 occurred at the factory 
during 1953-54 mainly due to evaporation as the containers were 
not air-tight. A claim for Rs- 45,825 was preferred against the 
suppliers but they paid Rs. 13,333 only. The stores were repacked 
in 1955 in new containers obtained at a cost of Rs. 78,629. The cost 
of proper type of packing, if it had been originally used in U.K., 
would have been Rs. 21,333 only. Thus in addition to the loss of 
stores worth Rs. 65,551, in transit and in storage, an extra expend!* 
ture of Rs. 57,296 on repacking had to be incurred by Government.



63. In evidence the Committee were informed that second-hand 
iMurels were used for packing the material as in the opinion of the 
•Government of the U.K- throu^ whom the supply had been arranged 
“it was not obligatory to put packing which was new but any sound 
packing could be put in.” In reply to a question the Committee were 
informed that the consignment was inspected by the inspectors of 
the Ministry of Supply of U.K. It was added that some compensa
tion had been received. It is unfortunate that in trying to save 
money on packing initially. Government had to spend more subse
quently on repacking the stores. According to the Audit Report 
out of the quantity of 5,30,388 lbs. purchased, the actual consumption 
between August, 1952 and March, 1959 was only 140,795 lbs. Hie 
Committee enquired how long it will take to utilise the stare com
pletely. They were informed that the surplus material could safely 
be preserved for another 3—5 years and it was expected that it 
would be consumed within that period. Thus the quantity of stores 
indented represented the requirements for about 13 year. 77ii« i« 
a typical case of orer-indenting.

Overproi>isioning oj sforc.s—pora 20(b) of Audit Report, 1959—

64. 47,700 yards of silk fabric were procured by the Director
General. Ordnance Factories, in 1952 for replacement of a particular 
component of certain aviation stores, but in the actual renewal 
work, only 6,643 yards were utilised during the period of three years 
upto July, 1955 34,630 yards were disposed of as surplus in 1956, at
a loss of Rs. 1.39.593 after retaining 6.427 yards to meet future 
requirements.

65. In evidence before the Committee, the D. G. O. F. stated that 
the original estimate was made on the basis of repairs done to a batch 
of considerably old stores. The Committee are surprised hour esti~ 
mation could he so unrealistic.

Quarter 'Master Generars Branch

Purchase of milk cooUng and past̂ eHrising plants—Paro 19 of Audit 
Report. 1959—

66. Ten milk cooling and pasteurising plants costing about Rs. 3* 80 
lakhs were- purchased between September, 1954 and March. 1958, 
for use in the Military Farms. According to the Audit Report nine 
out of ten plants had not been installed till April. 1959- One plant 
was inatalled in October. 1957 but due to non-availability of A. C. 
supply it had not been put to any use.
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67. In evidence, the Conunittee were informed that actually six 
out of 10 plants had since been installed (5 before April 1959 and one 
thereafter). It was, however, admitted that there was no urgent 
necessity for these plants which had obviously been purchased with
out proper assessment of the needs of the Farms. A court of enquiry 
which was held to investigate into this deal had iixed responsibility 
on certain officers. The Committee would like to be apprised of the 
action taken in this case
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DEFENCE FACTORIES AND INSTALLATIONS 
DIRECTOR GENERAL, ORDNANCE FACTORIES

Heavy rejection*—Para 21—pages 13-14—Audit Report, 1958—
68. In para 66 of their Ninth Report, the Public Accounts 

Committee (1953^) had commented upon the continued rejections 
in the manufacture of two items in an Ordnance Factory from 
1943-44 to 1951-52. The rejections were attributed to shortage of 
skilled workmen and want of proper quality of sand, steel, etc. 
The Committee were then informed that the labour had been trained 
for the work and proper quality of sand had also been located. 
In spite of this, rejections in the manufacture of the same items 
continued to be quite substantial during the period 1952-53 to 1955- 
56 as shown in the statement below.

IV

Item
Q uantity

cast
Q uantity

accepted
Q uanuty
rejected

A p p rox. value Percentage 
of rejectiors of C o l. 4 

to  C o l. 2

X 2 3 4 5 6

A H )  . 2,92.646 2,00,45? 92,193 1 0 ^ ,6 5 5 32

A(a) . 3»o6,4 I5 «8,992 2.17.423 6,35.432 7*

In respect of another item, the production of which was taken 
up in 1951-52, the rejections formed 31% of the total number of com
pleted items. During 1957-58 rejections in respect of the three 
items were reported to be 31-6'• , 49% (against 42'  ̂ in 1956-57) and 
37*/f (against 31' ,. in 1956-57) respectively.

69. In evidence, the D.G.O.F. informed the Committee that the 
latest figures wore 31,32*8 and 21'7 per cent respectively. He attribut
ed the high figure of wastage [particularly referring to item A (2)] 
to non-availability of proper quality of sand required during 
manufacture of castings for which tolerances were extremely 
narrow. In the absence of a suitable organisation and machinery 
for proper gradation of sand the Ordnance Factories could not get 
the right-grade of sand required by them. He added that rejections
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would be much less under another process of numtifacture; but 
Ihat involved the use of an imported material. The overall cost 
oi production might not come down thereby. The material to be 
used in the new process of manufacture was likely to be produced 
in the country in the near future. When such material has been 
tried out, the Ordnance Factories would prefer to switch over to 
the new process.

70. The Committee are concerned at the persistence of a high 
rate of rejection of products and consequent wastage of material 
m d labour even after an experience of over 15 years in respect of 
items A (l) and A (2) (and of 9 years in respect of the third item) 
in their manufacture. The latest figure of 31% for 1959-60 given 
by the D.C.O.F. for item A (l) is the same as that in 1952*53—
1955-56. In their opinion, non-availability of better quality of sand 
cannot always be put forth as a valid plea inasmuch as it is a 
handicap of which the D.G.O.F. was not unaware. The matter, 
therefore, should be looked into. If increase in the percentage of 
rejections in the manufacture of these items between 1955-56 and 
1957-58 is due to outmoded processes of manufacture, sustained 

efforts to modernise them are called for. The Committee feel that 
by repeated experiments and research uiith indigenoitsli/ available 
raw materials, it should not be difficult to find out a process of 
manufacture which will not only reduce dependence on manual skills 
and avoid wastage but will also prove economical in the long run.

71. It was urged before the Committee by the D.G.O.F. that 
foundries engaged in high precision castings in the private sector 
also were handicapped because of the lack of an organisation to 
supply sand of the requisite grades. If so, the Comrnittee feel that 
Government should examine how far the difficulties alleged are 
hampering efficient production and take necessary steps to remov>e 
them early.
Infructuous expenditure incurred by an Ordnance Factory—Para

22 of Audit Report, 1958 and para 27 of Audit Report, 1959—
72. In May, 1952 Government sanctioned the conversion of one 

unused open-hearth furnace from “acid” to “basic” in an ordnance 
factory at an estimated cost of Rs. 35,000. In October, 1955 when 
conversion was nearing completion, further work was suspended 
under the orders of D.G.O.F. and the work was Anally abandoned 
in August, 1957, as the factory had electric-arc furnaces to meet 
Its requirements and it was therefore unnecessary to undertake the 
C(Hiversion work or recommission the open-hearth furnace. As a 
result, a sum of Rs. 24,000 had been unnecessarily expended in the 
factory.
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In 1952, it was also decided to instal two generating sets of 2000 
K.W. each in the factory to meet its increased requirements of 
power. The sets were received in the factory in June, 1953 but 
erection commenced only in May, 1954. In October, 1954 the State 
^Government apprised the factory of their intention to increase the 
electric (power) supply to 3,000 K.W. Despite this, the work of 
installation was proceeded with. The State Government actually 
stepped up their supply to 2,700 K.W. from 1st April, 1955 and to
3,000 K.W. in February, 1956, which met the full requirements of 
the factory. The two generating sets were sold off at the original 
price but meanwhile an infructuous expenditure of Rs. 2.8 lakhs 
had been incurred on their installation.

73. In evidence, the D.G.O.F. admitted that it was a mistake on 
their part to have proceeded with the conversion of the open* 
hearth furnace when it had already been decided to increase the 
power supply in the factory by installation of two generating sets. 
(Within 3 months of the sanction of conversion work, sanction had 
also been accorded to the erection of 2 generating sets. One of the 
main reasons for undertaking conversion of the furnace was 
inadequacy of power for working the electric arc fimiace). .̂ s 
regards the installation of generating sets, notwithstanding the 
intimation from the State Government assuring increased power 
supply to the factor\% the Committee were informed that it was 
finally decided to abandon the erection of generating sets only after 
the Bhakra-Nangal Board promised in July. 1955 to supply power 
upto 4000 K.W. by 1957.

74. In the opinion of the Committee the cases referred to above 
iyidicntc prima facie faulty planning and lack of fore-thought on the 
pert of officers concerned. It reveals also lack of proper coordina
tion in the Office of the D.G.O.F. The Committee trust that 
Gm'ernment will derise remedial measures to avoid such lapses in 
future.

Manufacture of a store in an Ordnance Factory—Para 29 of Audit 
Report, 1959—

75. In August, 1949, Air Headquarters placed an indent on the 
Director General, Ordnance Factories for 4,750 numbers of an item 
of aviation store to be delivered between June, 1950 and May, 1951. 
The Director General. Ordnance Factories acquired components 
and raw materials costing Rs. 24.35 lakhs (including a large 
quantity of silk fabric valued at Rs. 17.01 lakhs) to cover the entire 
quantity on order before successful production had been established 
and proper tests carried out.
S13(Ali) LS-3.
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After the materials worth Rs. 20 lakhs had been indented' fox' 
(by January, 1950), the Air Headquarters reduced the quantity 

■OD order to 3,250 numbers. In February, 1952 the indentor further 
desired that production should be restricted to 50 experimental 
units and bulk production commenced only if the tests showed 
satisfactory results. 55 numbers delivered to the indentor revealed 
that the stores were unsuitable due to defects in some of the 
materials used. These materials costing Rs. 4:21 lakhs were thus 
rendered useless. In March, 1954, the order was further reduced 
to 2,350 numbers. In June, 1956 it was decided by Air Headquarters 
that a fresh batch of 20 should be manufactured by using different 
materials. Fresh materials worth Rs. 10,485 were accordingly 
acquired by the factory. Though the results of the tests were this 
time reported to be satisfai.tory, it was decided in March. 1957, 
that another batch of 60 should be manufactured for further trials. 
According to Audit, the entire quantity of raw materials purchased 
(including the silk fabric which deteriorates in storage) ha* bi'en 
lying unused for 7 years.

76. In evidence, the Director General, Ordnance Factnries 
admitted that it was not prudent on their part to proceed with 
the procurement of components and raw materials required for the 
entire quantity on order without establishing production success
fully. As the Air Headquarters had placed a firm order, the factory 
thought that it could take up the manufacture of the store in 
question. The item in question hod been produced by the factory 
before and the materials were procured for the entire lot. He 
added that it might have improved matters if the indentor had 
asked the factory to wait until the tests had been succes.sfully com
pleted. As regards utilisation of the raw materials, it was stated 
that material worth Rs. 8 lakhs had since been utilised. The balance 
would be utilised against firm orders for another item and future 
orders, except material worth Rs. 5i lakhs about which decision 
had yet to be taken.

77. The Committee consider that both the D.G.O.F. and the Air 
Headquarters were to blame in this case. It was not prudent on 
the part of the D.G.O.F. to have made bulk provisioning of raw 
materials before successful production was established. Also the 
Air Headquarters should have restricted their demands initially 
and placed a “trial order”. Had this be»i done the heavy accumu
lation of raw materials could have been avoided in this case.

In this connection the Committee would like to draw attention 
to para 33 of their sixth Report (Second Lok Sabha) critidsinff  ̂
n ch  instances of indenting and bulk provisioning. Government



have issiied exhaustive instructions to be followed in the matter cf 
both indenting and provisioning {Appendix X to 6th Report—Vol. II). 
The Committee trust that those instructions are being followed 
strictly now. The Committee wotUd like to know the progress 
made in the utilisation of the surplus stock.

Accumulation of raw materials and components in Ordnance 
Factories—Para 30 of Audit Report, 1959—

78. In the Audit Paragraph referred to above instances have 
been cited where raw materials/components had accumulated in 
factories due either to cancellations or reductions of demands or to 
non-materialisation of demands in anticipation of which the stores 
had been collecttd. In one case, the manufacture of certain 
components of a store was commenced in a factory in response to 
a demand from another factory in September, 1955. Surpluses of 
this store were already available in a third factory but this fact 
was lost sight of at the time of placing the demand. Subsequently, 
when it was known that the store was already available, further 
manufacture of the store was stopped. Components valued at 
Rs. 1,04,664 already manufactured thus became surplus.

79. In evidence, the D.G.O.F. stated that as a result of a subse
quent demand for the components, the entire surplus stock had 
been utilised. The Committee were also informed that a proposal 
for establishment of central control over production and stock of 
important raw materials in different factories was under examina
tion of Government. This system when introduced will ensure 
better coordination among the factories and eliminate the recurrence 
of cases such as cited above.

80. The Committee would like to point out in this connection 
that the same explanation was given in October, 1958 when they 
examined the Audit Report, 1957 [yide paras 41 and 166 of their 
17th Report {Second Lofc Sabho)]. They deplore that so much time 
was taken by Government to arrive at a decision on this very 
important matter. It is needless to point out the need for an early 
decisirm in the matter.



MISCELLANEOUS IRREGULARITIES 
Navy

Overtime payments to workers in the Naval Dockyard—pages 33-34, 
para 50—Audit Report, 1959—

81. In a section of the Naval Dockyard overtime was claimed by 
workers on practically every working day during the month of 
December, 1955 and in some cases the actual hours of work done 
including overtime totalled 12 to 20 hours a day for five or six 
days in a week at a stretch. A Board of Enquiry, constituted for 
the purpose, reported in November, 1956, after reviewing the 
records for 4 months ending February, 1956 (during which a sum 
of Rs. 4,96,955 had been disbursed as overtime) that in the Dockyard 
the proper procedure for preparation of overtime documents had 
been persistently disregarded, that these documents contained 
unattested and/or unauthorised overwritings, erasures, insertions 
and substitutions and that in some cases the overtime date appeared 
suspicious. The Board also found that the system prevailing in 
the Dockyard provided opportunity for malpractices, as supervision 
on . vertime was inadequate. They suggested that as a more 
detailed examination might reveal serious irregularities, careful 
Dep 'rtmental enquiries should be instituted into the cases of over- 
ppviTients suspected by the Board.

o2. In evidence, the representative of the Ministry of Defence 
stated that as a result of the recommendations of the Board of 
Enquiry, disciplinary action was initiated against seven persons. 
In four cases charges were dropped and in the other 3 cases, 2 
electrical fitters and a time keeper were dismissed. Steps were also 
being taken to recover the overpayments to the extent possible. 
In reply to a question, the representative of the Naval Headquarters 
stated that no action was taken against any officer for overlooking 
unauthorised insertions, erasures, etc. in this case as it was not pos
sible for them to check the overtime documents while signing them 
because apart from their day-to-day technical work they were 
required to sign several thousands of such documents and authori
sations every day. As regards the action taken to remedy the 
defects pointed out by the Board in the procedure, the witness 
stated that strict administrative instructions on the subject had been 
Issued to prevent fraudulent entries being made in the overtime
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records. He added that extra staff had also been sanctioned to 
bring down the incidence of overtime.

83. The Committee deplore that the persons responsible for the 
preparation of the overtime documents resorted to malpractices 
taking advantage of inadequate supervision. They cannot, however, 
accept the plea that the supervising staff could not be blamed. In 
their opinion, the unattested/unauthorised overwritings, erasures, 
insertions and substitutions in the document should have been 
sufficient to arouse doubts in the minds of the supervising staff 
about the state of affairs. If the supervisory staff had been inade
quate, it was their duty to point this out to the appropriate 
authorities for remedial measures. There was also unconscionable 
delay in taking action on the recommendation of the Board of 
Enquiry.

Engincer>in-Chief’s Branch
Purchase of electricity 'by the Military Engineer Services at a station— 

Pages 29-30, Para 42, Audit Report, 1959—
84. Under the terms of an agreement concluded in June, 1941, 

with an Electric Supply Company, the Military Engineer Services 
were obtaining electricity at annas -/2/9 per unit at a certain station. 
The rate was reduced by the Company to annas -/2/6 per unit with 
effect from April, 1949.

On October 16, 1951, the Company was taken over by a State 
Government which continued the supply of electricity to the Mili
tary Engineer Services at the old rate of annas -/2/6. The State 
Govenmient introduced their standard tariffs (which were lower) 
with effect from March 1, 1952 in the areas previously served by 
the Company and suggested to the Military Engineer Services on 
February 9,1952 that the terms of their agreement with the defunct 
Company might be reviewed. According to Audit, no effective 
action to revise the agreement was, however, taken by the Military 
Engineer Services with the result that the benefit of the lower 
standard tariffs could not be availed of from March 1, 1952. Further 
reductions in the tariffs were introduced by State Govemmrat 
with effect from January 1, 1954. Negotiation to secure supplies at 
the reduced rates was initiated by the Military Engineer ^rvices 
thweafter on February 10, 1954 and the revised tariffs were made 
applicable to the Military Engineer Services from November 1,
1955 only.

85. In evidence, the representative of the Ministry of Defence 
stated that the Audit paragraph did not contain all the facts for
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a correct appreciation of the positicm. The Comptroller and Audi* 
tor>Geaeral stated that the comments of the Defence Ministry on 
this paragraph were not communicated to him within the prescrib
ed time-limit of six weeks of its receipt by them. Evra after the 
presentation of the Audit Report to Parliament the Ministry could 
have brought to his notice any information with regard to the facts 
incorporated in the Audit Report to enable him to explain the posi
tion to this Committee. The Secretary, Ministry of Defence ob
served that after the presentation of the Audit Report, he thought 
that the proper procedure for the Ministry was to explain the posi
tion before the Public Accoimts Committee. He assured the Com
mittee that in future any information which might come to l i^ t  
after the expiry of the time allowed for verification of Audit para
graphs or after the presentation of the Report to Parliament would 
be made available to the Comptroller and Auditor General.

86. In uieiij of the disagreement over the facts, the Committee 
desired to have a note giving completely all the relevant facts and 
figures which were not earlier made available duly verified by 
Audit. They regret that the note is stiU awaited.

Loss of timber in a Military Engineer Services Divisiort—Para
44—pages 30-31, Atulit Report, 1959—

87. An Auction for the sale of about 2,500 eft. of timber was 
held on October 10, 1952 under the supervision of a Garrison Engi
neer. A sale release order tor this quantity was issued to the success
ful bidder on October 23, 1952 after he had deposited the amount 
of the bid viz. Rs. 5,100 in the Treasury. When, however, he went 
to take delivery of the store, in the first week of November, 1952, 
he was offered only 1,200 eft. of timber, the quantity available at 
site, which he refused to accept. As the full quantity of 2,500 eft. 
of timber was not handed over, the contractor filed a suit against 
the Government and got a decree in his favour, in May, 1957, for 
Rs. 6,617. This sum which included the amount deposited by hmi 
plus interest and also the proportionate cost of suit, was paid to 
him by the Garrison Engineer in June, 1957. No action was, how
ever, t&ken by the latter to investigate into the shortage of 1,300 eft. 
of timber. The entire quantity of 2,500 eft. of timber was later 
sold in an auction in January, 1959, for Rs. 1,397.

88. Hie Committee were informed in evidence that the Minis
try of Defence learnt of this case only on receipt of the audit para
graph. On the Ministry calling for a report from the Army Head
quarters, the latter ordered a court of enquiry to investigate Into 
tiie matter. The Committee inquired whether It was not the prae- 
tie* for the lower authorities to inform the Ministry about lulti



as
died against Government. The representative of the Ministry of 
JJefence stated that financial powers had been delegated to aur 
thorities at differmt levels to deal with certain disputes and the 
Ministry were not informed if the case did not exceed those limits. 
The representative of the Ministry of Finance (Defoice) stated 
ihat in important cases even if the decretal amount payable was 
within the powers of sanction delegated to a local authority, the 
matter was brought to the notice of the Finance Ministry by the 
local accounts authorities. Further all payments in fulfilment of 
court decrees being charged on the Consolidated Fund, the local 
accounts authorities submitted reports to the Ministry in regard to 
such payments in pursuance of instructions issued recently. He 
promised to check up whether this procedure existed at the time 
the court gave its decree in the present case. The Committee 
regret that the requisite information has not been furnished so far 
to them either by the Ministry of Defence or Finance (Defence'.

89. The Committee deprecate the delay in this case in instituting 
a court of enquiry which should have been set up soon after the 
shortage of timber was detected in November, 1952. The Committee 
have in the past urged the need for expeditious investigation into 
cases of losses, defalcations, etc. so that the officers responsible 
might not escape punishment because of lapse of time. The Com
mittee desire that the present procedure of setting up courts of en
quiry to investigate into losses should be reviewed with a view to 
ensuring that all cases requiring such investigation are taken up 
without delay.

90. The Committee wonder how the full quantity of 2,500 eft. of 
timber which was not available in 1952. was produced at the time of 
auction held in 1959. They would like to know the result of investi
gations made into the case and the action taken against the officials 
concerned.

Engagement of Departmental Labour—Para 45— p̂agc 31. Audit 
Report, 1959—

91. With the employment of Permanent G«ngs and Term Con
tractors in the Military Engineer Services, direct engagement of 
labour was restricted, by a Departmental order issued in 1949, to 
urgent works rendered necessary by operational, technical or 
medical reasons. In a certain Division, although Permanent Gangs 
were sanctioned and Term Contracts were concluded for every 
station under its jurisdiction, an expenditure of nearly Rs. 1*7 lakhs 
was Incurred during 1953-54 alone, on additional directly employed 
labour (other than Muster Roll Labour), notwithstanding the fact



tiiat there was no operational/technical medical necessity. Record* 
of works such as Requisitions for the works. Progress Report^ 
Statement of Stores issued, etc. were not maintained and, there- 
fore, it was not possible for Audit to find out whether there was> 
any justification for the employment of additional labour.

92. In evidence, the Committee were informed that according ta 
the procedure obtaining in the M.E.S. regarding pre-check of the 
payments to labour, the bills along with the documents testifying to 
their proper employment were examined by two different authori
ties viz., Survey of Works Branch and Accounts Branch. In the 
present case these authorities would have scrutinised these records 
before making payments, and the records might have been destroyed 
subsequently. The Comptroller and Auditor General pointed out 
that although in this case test audit was conducted in October, 1954, 
t.e. within six months o f the close o f the financial year during which 
the expenditure was incurred, no records were produced by the 
M.E.S. at that time.

93. The Committee understand from a note* submitted to them 
that the following records maintained in this case are still avail
able.

(a) Requisitions, in the case of minor works and other speci
fic jobs. (Requisitions were not prepared for mainte
nance services chargeable to bulk allotments).

(b) Requisition Registers.
(c) Progress reports on broad lines.

The Ministry have also stated in this note that normally Audit 
has access to all M.E.S. records required for audit purposes. It is 
not, however, possible for the ground staff to say, at this stage whe
ther or not in this particular case the records were seen by the 
Audit In October, 1954.

The Committee reserve their comments till the note is vetted by 
Audit.

Master CSennal of Ordnance Bnmch

Capital locked up in chassis loithout "bodies—para SO, page 21—
Audit Report, 195^-

91 On April 1, 1958 as many as 740 chassis delivered between 
January, 1953 and September, 1955, were waiting at various station*

•Note M« vttted bjr Andfc. In a fohwqnent rrott the Minittiy of Defence 
m ttd dwt the po4tfoa b b e ^  eaniiied tod a fonither repwi will be tubiiiiRcd.
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for body*building. The reasons for this serious hold>up were maiiH 
ly that specifications for body-designs were not finalised and con
tracts for body-building were not concluded even long after the re
ceipt of the chassis. The result was that a sum of Rs. 2 crores wes- 
prematurely spent on their acquisition. These had since been 
covered by contracts for body-building. But another batch of about 
650 chassis (valued at Rs. 98 lakhs approximately) acquired before 
1948 were yet to be covered by any body-building contracts.

95. In evidence, the Committee were informed by the Secretary^ 
Ministry of Defence that while in the case of specialist vehicles 
(numbering 269) there was delay in the iinalisation of specifications 
of body designs, the delay in respect of general service vehicles 
was due to various reasons, e.g., delay in finalisation of contracts, 
extensions in periods of delivery, difHculty in procurement of raw 
materials, etc. To avoid delay on the part of contractors, Govern
ment had asked the manufacturers of chassis to supply them com
plete with bodies. Although one of them agreed to do so, repeated 
extensions had to be given.

The D.G.S. & D. informed the Committee that, by and large, 
there was not much delay in placing the contracts. Out of the four 
contracts placed by him for body-building, there was delay in the 
inalisation of only one contract for which his organisation was only 
partly responsible. According to him, the delay occurred mainly 
in execution by the contractors, the main reason for which was 
the detailed and rigid process of inspection by the Inspectors of 
the Defence Ministry.

96. The Committee feel that before placing orders for such 
«  large number of chassis, the Ministry of Defence should have 
enmred that adeqvMte arrangements for bvilding of bodies thereof 
had been made. Purchasing chassis much in excess of that for 
which timely body-building arrangements could be made, had not 
only not provided mobility for the Army to the extent planned but 
also had resulted in the locking of funds (mostly foreign exchange) 
to the tune of Rs. 2 crores, not to speak of the expenditure on the 
storage and safe custody of the chassis. The Committee understand 
that to get over these difficulties and as part of a programme of 
self-sufficiency In the production of defence equipment, the Minis
try have undertaken a project for the construction of trucks (in
cluding bodies). The Committee trust that the different stages 
under this programme iirill be properly synchronised with a view to 
ensuring that as chassis roll out of the production line, bodies there
for loin be ready to be fUted on to them.



As regards dday in building bodies for the 650 pre-1948 chassisi 
the Committee learnt from the Additional Secretary, Ministry of 
Defence that although the General Staff had recommended disposal 
th m o f (except 132 chassis assigned to special roles) as early as 
1951, the matter was under discussion for several years between the 
Army Headquarters, Ministries of Defence and Finance. In the 
meawtiiTift, the chassis were neither put to use nor disposed of.

The Committee are distressed at such delays, as in their opinion, 
'Only expeditious action in such mtitters xoill be in the best interest# 
of Government.

Disposal of vehicles—para 31—pages 21-22, Audit Report, 1958—

97. 1,284 transport vehicles graded by the Army Engineers as 
<nass m  and IV (as requiring only minor repairs and replacements) 
were declared for disposal during 1955 and 1956. 
During the same years orders for 2,300 new vehicles 
of the same types (i.e., 3 tonners, 15 cwts. and 5 cwt., 4x4) were 
placed on the Director General, Supplies and Disposals. While class 
in  and class IV vehicles (t.c., requiring only minor repairs and 
replacements) were declared for disposal, about 2,000 vehicles of the 
same tj-pes, makes and models, but graded as class V (i.e., requiring 
thorough overhaul), were retained and included in their repair pro
gramme of the year 1956-57.

98. In evidence, the Committee enquired whether declaring 1284 
class III and IV vehicles for disposal when there was a deficiency of 
vehicles of the same type and 2,300 new vehicles were purchased 
during the same period, was justified. The representative of the 
Ministry of Defence stated that purchase of the new vehicles was in 
pursuance of the policy of Government to add a certain number of 
vehicles every year to the fleet of vehicles irrespective of the hold
ings. As for the disposal of vehicles, the Committee find from a 
•note furnished by the Ministry of Defence that in regard to pre-1948 
vehicles, all vehicles which admitted of economical repairs and which 
on repair could be utilised to meet the deficiencies against require
ments were to be retained and repairs carried out according to 
planned programmes; di^osal was restricted only to surplus cate
gories and that too, to such vehicles as were in need of a major 
overhaul. If so, the Committee doubt whether the disposal of 1284 
vehicles of 4 x   ̂ type graded as class III and IV, of which there was 
a great deficiency, was in consonance with the policy decision of 
Government cited above.

*NoCe not wited b j Andit
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99. In reply to a question as to why vehicles graded as class III 
and IV were declared for disposal while vdiicles of the same tyi>es, 
makes and models, but graded as dass V were retained for rq>air8 
the Committee were informed that it was originally decided to dis
pose of 10,000 vehicles from the last category (grade V) making up 
the balance from the vehicles in the higher categories. Certain 
number of class III and IV vehicles were, therefore, included in the 
number. Later, some class V vehicles were received in the Depots. 
As subsequently certain additional demands for vehicles were 
received, it was decided to overhaul the dass V vehicles in the 
Depots.

100. The Committee are not satisfied with this explanation. Apart 
jrom the larger outlay that will be necessary to repair Grade V 
vehicles, it is a matter for consideration how far reconditioning of 
vehicles in the lowest category will serve the Army’s needs. The 
Committee would in this connection like to draw attention to para 
108 of their 11th Report (Second Lok Sahha) wherein they had 
recommended that in view of the magnitude of the capital outlay, 
the existing procedure of classification, condemnation and disposal 
of vehicles should be examined by the Ministry of Defence in consul
tation with the Financial Adviser with a view to removing any 
defects and chances of malpractices and achieving economy and 
preventing avoidable waste. The Committee feel that this matter 
requires detailed study and trust that Government will look into this 
matter early.

Loss due to delay in the disposal of a store—para 32—page 22, 
Audit Report, 1958—

101. A quantity of Cloth Drill ‘Unbleached’ with a book value of 
about Rs. 3‘ 5 lakhs was held by an Ordnance Depot since 1944-45. 
This is not a prescribed item of service store. (The exact date of 
purchase and the authority at whose instance the provisioning was 
made could not be ascertained). The total issues (including 629 
yards for test purpi'ses) were only 905 yards upto June 1, 1957, 
leaving a balance of 7,83,211 yards. The samples tested in 1952 
showed that the strength of the material was 40 per cent less than 
that of Drill Bleached and it was not, therefore, suitable for issue 
in lieu of Drill Bleached. Two further tests carried out in December,
1954 and April, 1957 gave the same result.

102. In evidence, the Committee were informed that had
recently been taken to utilise the cloth in the manufacture of certain 
items of dothing and as a result the entire stock was expected to be 
utilised by 1962. To a question, why it took the Ministry so long to 
take a dedsioa, there was no convindng reply. Apparently, no
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serious attention had been paid for about 15 years to the utilisation- 
or di^osal of the cloth, till the matter was raised by Audit The 
Committee would urge that greater care and prudence are called iar 

. in looking after Government assets, especially materials like clothingi 
which are liable to deterioration due to long storage.
Irregularities in the accounts of a Central Ordnance Depot—para 39; 

pages 28-29—Audit Report, 1959—
103. In July, 1958, it came to the notice of the Commandant of a 

Central Ordnance Depot that Government stores were being surrep
titiously used by a contractor who was carrying out some repair and 
maintenance work within the depot premises. Investigations subse
quently carried out revealed that large quantities of nails, nuts, 
bolts, screws, metal tubings, small tools, vehicle components, etc., 
had been kept unaccounted for in the depot, being hidden, or buried 
underground. The value of such unaccounted for stores, unearthed 
upto the end of February, 1959, was estimated at over Rs. 7 lakhs. 
According to Audit, stocks of certain items of stores later unearthed 
had been declared in the past as deficient and written off the depot 
stocks. Also the depot authorities had in the past failed to produce 
receipted copies of issue vouchers on which some of these stores 
were alleged to have been issued to various units and formations. 
These and certain other irregularities in the local purchase of stores 
such as paint, caustic soda, ink, timber, etc., effected during 1956-57 
were brought to the notice of the higher authorities in June and 
November, 1958.

104. In evidence, the Committee leamt that the matter had been 
the subject of a detailed enquiry and the proceedings were at pre
sent with the Army Headquarters. Some aspects of the case had 
also been referred to the Special Police Establishment. The officer 
concemed who was given extension of service pending the investiga
tion of the case had been placed under suspension. The Committee 
would like to be apprised in due coarse of the findings of the Court 
of Enquiry and of the Special Police Establishment in this regard 
and the action taken thereon by Government.

Qnarter Master General’s Branch
Consolidated trading and profit and loss accounts of MiUtary Farms— 

para 27 of Audit Report, 195ft—
105. During the year 1955-56 about 96 per ceot oS the mfflc pro

duced in the Military Farms was actually issued free to troops and 
hospitals, but In the accounts the value of the entire issue has been 
indicated as a sale. Such free issues of milk which consist primarflf
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•of ‘reconstituted* or ‘standard* as well as ‘blended’ milk was priced 
In the accoimts at the same rate as pure milk. As pointed out by 
Audit, value of “sales’* and “free issues” should have been shown 
separately in the Trading and Profit and Loss accounts of the Farms. 
The value of free issues of milk shown in the accounts should be at 
the prevailing market rates for comparable products. Free issues 
as at present priced do not reflect correctly the economics of the 
working of the deiry Farms. Certain adjustments in the sale and 
free issue rates of milk were made at a number of stations in 1948 
and 1950 and at a few other stations thereafter. As these adjust
ments were made in order to keep the profit as far as possible at an 
even level year after year, the issue rates were only theoretical. The 
financial picture presented therefore lacked clarity and was mislead
ing.

106. In evidence, the Committee were informed that an expert 
committee appointed by Government to go into the question of 
reorgnnisation of the Directorate of Military Farms and to examine 
the financial and economic policy governing dairy produce and the 
price structure thereof had submitted its report in December, 1958. 
The Committee had suggested certain changes in the organisational 
sel-up of the Military Farms and also recommended that another 
expert committee should be appointed to Teview the accounting 
system and price structure of dairy produce. While the suggestions 
of the Committee regarding reorganisation were under consideration 
by Government no action had been taken on the recommendations 
for ?.ppt)inting a committee to consider the accounting system, as it 
wa.s considered to be a “subsidiary point".

The Committee were surprised to learn this. In their opinion, 
review of the accounting system is of as great importance as the 
reorganisation of administration in commercial undertakings like 
the Military Farm and should not have been treated as of "subsidiary" 
importance. They desire that Government should take immediate 
action in the matter with a view to removing the defects in the 
present system of accounts as pointed out by the Comptroller and 
.Auditor General.

Arrears in rent recoveries—para 28— Âudit Report 1958—

107. In para 56 of their 6th Report (Second Lok Sabha) the 
Public Accounts Committee 1957-58 had commented on arrears of 
rent recoveries in respect of Defence Services buildings. The para 
in the Audit Report disclosed that the position had further deterio
rated. In respect of rent bills issued upto 31st March, 1957 an 
amount of Rs. 2,79,39,895 was outstanding on 30th September, 1957.
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This included outstandings pertaining to the period as far back as- 
1945-46.

108. In evidence, the r^resentative of the Ministry informed the 
Committee that as a result of subsequoit reviews and readjustments 
carried out in consultation with the Ministries|Departments con
cerned the outstandings had been reduced to Rs. 1-38 crores. It 
was, however, pointed out that the actual recoveries had been insig
nificant On the contrary, the outstanding amounts recoverable 
from private parties, contractors, etc., had increased from Rs. 19*99 
lakhs to about 32 lakhs due to revision of rents in respect of certain 
buildings for the period 1952 to 1957.

109. The Committee desired to be furnished with a note stating 
the latest position of outstanding dues from the Government Depart- 
ments, private parties, contractors, etc., and reasons for delay in 
effecting recovsries and milking adjustments. The information is still 
awaited.

1!0. The Committee are concerned at the increasing trend in the 
arrears. This clearly shows that the measures taken by Government 
to recover the dues have been ineffective. The Committee desire 
that the matter should he looked into more carefully and effective 
steps taken to recover the dues which in many cases are more than 
10 years old.

Non-realisation or delay in the realisation of dues from a private
club—page 70—para 29, Audit Report 1958—

111. In May, 1947 a private club applied for the lease of 15-4 acres 
of Military land together with an offer to purchase the buildings on 
the site. Certain buildings were handed over to the club the same 
month under orders of the then sub-area Commander (who was also 
the honorary President of the Club). Although the proposal to lease 
the land was turned down by Government in April, 1948. the club 
continued in occupation. of the buildings under orders of the sub- 
area Commander issued in September, 1948 on the condition that a 
new agreement would be executed. No agreement was, however, 
executed with the club but more buildings were handed over to it 
bringing the total number of buildings to 41 by January, 1949. In 
July, 1954, Government issued orders fixing the sale value of the 
buildings and terms for the lease of the land. But the proposed lease 
of the land and the sale of the buildings, did not materialise. The 
club vacated 26 out of 41 buildings on the 26th of July, 1954 and the 
rest on the 1st September, 1956 when it also vacated the land. 
M'.«nwhile, the dues recoverable from the club amounted to 
Rs. 62,147 out of which it paid Rs. 8,589 only.
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112. In evidence, the representative of the Ministry informed the* 
Committee that no action could be taken against the sub-area Com
mander as the officer had migrated to another country. As regards 
recovery of dues from the club it was stated that the club had con
tested Government’s right to collect the rent for the land and the 
matter was pending in a law court. Settlement had also not been 
reached witti regard to rent for the buildings.

113. In the opinion of the Committee not only the Officer who 
initially handed over the buildings to the club in 1947 but also the 
officers who succeeded him should share responsibility in this case. 
For, in the face of Government’s rejection of the Club’s request for 
release of lands in April, 1948, it is surprising how the club was 
allowed to continue to retain possession of the premises, and that too 
without execution of proper lease agreements. The handing over of 
more buildings was all the more inexcusable. The Committee desire 
that Government should investigate into this case and take suitable 
action against the officer.’! found guilty of disregarding Government's 
orders and exceeding their powers in this case. The Committee would 
also like to be informed of the settlement reached with the private 
club in this case.
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Delay in disposal of Government buildings Page 30—para 43—Audit 
Report. 1959—

114. In two station.s certain Government buildings remained 
vacant for periods varying from 5 to 9 years. During this period an 
expenditure of Rs. 23,271 was incurred on watch and ward. The 
vacant buildings were finally disposed of by auction in December, 
1954, April and July, 1956, for Rs. 13,600 only against their book 
value, of Rs. 1.97,225.

115. In extenuation of the reasons for the delay in disposal of the 
buildings it was urged before the Committee that one of the build
ings was in the possession of a State Government and was released 
in August, 1951 only. A Board of officers appointed to assess the 
utility of the buildings recommended their retention but considering 
the extent of repairs, etc., required thereon it was iinally decided to 
dispose them of. On being pointed out by Audit that one of the 
buildings had been declared surplus as early as 13th November, 1947, 
the witness stated that the building was offered to the State Govern
ment and local bodies and the matter remained under consideration: 
tUl May. 1955.



116. The Committee are more than surprised that it has taken 
Covemment 8 years to arrive at a decision for the disposal of the 
building.

N e w  D e lh i:  UPENDRA NATH BARMAN,
The 4th July, 1960. Chairman,
^sadfoaTS, 1882 (Saka). Public Accounts Committee.
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P A R T  n
Summary of the Proceedings o f the Sittings o f the 

Public Accounts Committee



PROCEEDINGS OF THE FORTY-THIRD* SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD OH TUESDAY, 
THE 2ND FEBRUARY, 1960.

117. The Committee sat from 10.00 to 13.00 hours.
PRESENT

Shri Upendranath Barman—Choimtfti
Members

2. Shri T. Manaen
3. Pandit Jwala Prasad Jyotishi
4. Shri Radha Raman
5. Shri Rameshwar Sahu 

Shri T. R. Neswi
7. Shri Yadav Narayan Jadhav 
<8. Shri Shraddhakar Supakar
9. Shri Amolakh Chand

10. Rajkumari Amrit Kaur .
11. Shri T. R. Deogirikar
12. Shri Surendra Mohan Ghose
13. Shri Jaswant Singh
14. Shri S. Venkataraman.

Shri A. K. Chanda—Comptroller and Auditor General of 
India.

Shri G. S. Rau—Additional Deputy Comptroller and Auditor 
General.

Shri P. K. Basu—Director oj Audit, Defence Serviett.

Secretahiat 

Shri V. Subramanian—Deputy Secretary.
Shri Y. P. Passi—Under Secretary.

*Porty-tecond tittinR reUteJ to int'ornial diKUMian of the point* ari$iag from the 
Audit Reports. Defcncc Servion, I9j 8 and I959<
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46
W ttn is s b s  

Ministry of Defence 
Shri O. Pulla Reddi—Secretory.
Shri H. C. Sarin-^oint Secretary.
Shri B. W. Verma—Joint Secretary.
Lt. General B. M. Kaul—Quorter Master-General, Armyr 

Headquarters.
Major General R. E. Aserappa—Enginfeer-in-Chie/, Army 

Headquarters.
Major General K. N. Duhe—Director^eneral of Works, 

Army Heodquorters.
Captain S. K. Chatterjee—Director, Citnl Engineering, 

Naval Headquarters.

Ministry of Finance (Defence)

Shri S. Jayasankar—Financial Adviser.

Shri Phul Chand—Controller General of Defence Accounts.

118. The Committee took up consideration of the Audit Report 
(Defence Services), 1959 relating to the Engineer-in-Chiefs Brandi.

Engineer-in-Chiers Branch

Infructuous expenditure incurred on a work—para 8—page 6—Audit 
Report (Defence Services), 1959—

119. In May, 1952, Government accorded administrative approval 
to the construction of a parade ground for the cadets of an Academy. 
Tlie Construction Committee of the Academy recommended in their 
meeting held in April, 1953 that only an area of 1,58,000 sq. ft. out of 
the total area of 5,50,000 sq. ft. should be black-topped. Subse
quently in their meeting held in April, 1955, the Construction Com
mittee acc^ted the earlier recommendation of the Academy autho
rities to Uack-top the entire area of the parade ground. This 
Involved an unnecessary expenditure of Rs. 64,450 on;

(i) excavating a portion of the already existing surface, fillinf 
it and then laying premix carpet over this area, and

(11) superimposing black-topping on the remaining portion of 
fbe existing black-topi^ surface.



120. In evidence, the representative of the Ministry of Defenea
stated that In the sanctioned estimate of Rs. 6J23 crores for the c<ms* 
truction of the entire Academy, a of Bis. 3 lakhs lud been
included for the parade ground. There was no mention of black* 
topping of the parade ground in the original estimate. Althou^ 
under the existing orders, black-tc^ping .of parade ground was not 
authorised, in the present case it was decided to do so cmsidering the 
importance of the Academy. In or^r to keep the exp«iditure on 
the parade ground to the minimum, the Construction Committee 
recommended in April, 1953 that only a limited area of the parade 
ground should be black-4opped. Even by doing the limited black- 
topping the expenditure on the parade ground wu estimated at 
Rs. 3‘8 lakhs. But in 1955, after the Academy moved into the build* 
ings, it was found by actual experience that the limited black>topped 
area was inadequate for the purpose. The Construction Committee, 
therefore, decided in April, 1955 to have the entire area of the parade 
ground black-topped. In reply to a question he stated that the 
cost of the entire parade groimd came to Rs. 6 lakhs, the additional 
cost having been met from the savings under the other heads.

121. The witness added that when black-topping of the remain* 
ing area of the parade ground was taken up, it was «»isidered 
necessary to excavate certain portions of the already existing black* 
topped surface in order to conform to the proper gradients for the 
whole parade ground. He also disclosed that the report of the Chief 
Technical Examiner who examined the work after its ciMnpletion, 
showed certain defects in the original black-topping. The Engineer 
concerned who had retired from service and was engaged on some 
other work, had been asked to give explanation for the lapses.

Avoidable expenditure incurred on a work—para 9(a)—pages 6-7
Audit Report, 1959—

122. The first phase of a project was administratively approved 
by Government on the 2nd August, 1955 at an estimated cost of over 
Rs. 1'07 crores. A separate Works Division was formed for the ex
ecution and supervision of this project in the same month. The land 
required for the project was estimated at 360 acres of which 280 
acres were to be acquired from the Port Trust Authorities at the 
station and the remaining from private owners. The Port Trust 
Authorities declined to release the land' and Instead suggested in 
August, 1955 an alternative site.

Subsequent negotiations for the acquisition of a convenient site 
proved fruitlen and as suitable land was not obtained even by
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December, 1957, the Works Division was closed down with effect 
from December 1, 1957.

Against a total expenditure of Rs. 5,75,081 on the project, an 
expenditure of Rs. 3,19,560 was incurred on the pay and allowances 
etc., of the establidunent of̂  the Division. Besides, an amount of 
Rs. 50,672 was spoit on the custody, handling and preservation of tbe 
stores collected for the'project and another sum of Rs. 9,523 on sur
vey and demarcation of the originally intended site.

123̂ '1%e Committee enquired why the Works Division was formed 
before'the land was acquired and even the administrative approval 
to the project was accorded. The representative of the Ministry of 
Defence stated that although the Di\nsion was sanctioned before the 
administrative approval had been accorded, no appointment was 
made until the project was administratively approved. As regards 
the justification for the raising of the Works Division before acquisi
tion of the land required for the project, the witness stated that the 
Ministry of Railways under whose administrative control this land 
existed, had confirmed on the 6th January, 1955 that they had no 
objection to its transfer to the Na<v>', while the Works Division was 
formed in August, 1955. Subsequently the matter remained under 
the correspondence with the Ministry of Railways and the Port 
Trttst Authorities for the formal transfer of the land to the Navy. 
It was in February, 1957 that the Ministrj' of Railways declined to 
transfer the land as they had then decided to build a marshalling 
yard on this land. In the meanwhile the staff of the Works Divi
sion had been engaged on planning, co-ordination with the Ministry 
of Railways and Port Trust, collection of stores etc. In reply to a 
question the representative of the Naval Headquarters stated that 
^ e  alternative site suggested by Port Trust Authorities in August,
1955 was substantially the same area which was originally agreed 
to for transfer by the Ministry of Railways except about 15 acres 
which the Port Trust Authorities wanted to keep for building their 
staff quarters. The Naval authorities had no objection to the trans
fer of this ar?a of 15 acres being decided later, if the remaining 
area of 265 acres was handed over to them immediately. When 
adced to state the justification of continuing the Works Division until 
the 1st December, 1957 after the land had been refused in February,
1957, the witness stated that they were optimistic that the Transport 
Ministry mi^t still secure the transfer of a major portion of the 
land to the Navy from the Port Trust Authorities. It was also 
derired that the work might be progressed making use of the 
planning work etc. already done by the staff. Intervening, repre> 
Mntative of the Ministry of Defence stated that the Ministry of
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Transport had communicated on the 1st February, 1960 their deci
sion to transfer substantially the same land to the Navy.

124. The Committee were informed by the C- ft A. G. that the 
bulk of expenditure on the project was incurred on collection of 
stores and a little amount on planning. The representative of the 
Ministry of Defence admitted that the staff of the Works Division 
including a Command Works Engineer, an Assistant Surveyor of 
Works, a Garrison Engineer and an Assistant Executive Engineer 
and 70 non-gazetted staif were not fully engaged during the period 
of more than 2 years and were kept on the expectation that the 
project would materialise. The Committee felt that granting that 
it was reasonable to post nucleus staff for planning purposes, in 
anticipation of the acquisition of land, there was no justification for 
acquisition oi stores and for creating a Works Division including 
senior engineers and large ministerial staff. The representative of 
the Ministry of Dctence assured the Committee that such a situation 
would not recur.

Para 9(b)—page 7—Audit Report, 1959—

125. In January, 1951. a contract was concluded for the provision 
of exlcmal water supply to certain buildings in a station for a sum 
of Rs. 85.286 at 185 per cent, over the schedule of prices, 1947. The 
work was to commence on February 7, 1951 and was to be complet
ed on October 6. 1951- The work was not, however, completed by 
the contractor and on July 31. 1952, he stopped further work. The 
contract was terminated on August 1. 1952 and the remaining work 
was done depanmentally. The unfinished work estimated to cost 
Rs. 32,060 at the contract rates was completed at a cost of Rs. 1,25,673 
(excluding Departmental charges).

As the contractor did not reimburse to Government the extra 
expenditure, the case was referred to arbitration by the Department 
in April, 1956. The contractor neither accepted the arbitrator nor 
attended the arbitration proceedings. Against the Government’s 
claim for Rs. 1,20,041, the arbitrator made an er-porte award of 
Rs. 19,557 on January 5, 1957 in Government’s favour of which 
Rs. 14,902 (after withholding Rs. 3,498 in another contract and 
Rc. 1,157 from the seciuity deposit) remain unrealised-

128. The Committee wanted to know the periodicity for revision 
of adtedule of prices and the procedure followed for preparation of 
eatin«tes for the various works during the intervening period.
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Engineer-in-Chief stated that the schedule of prices was revised by 
the M.E.S. after about five years and estimates were prepared by 
adding a certain percentage to the schedule of prices in particular 
stations at a particular time after comparing the costs of similar 
works at those places. To a question, how the tender in the present 
case at 185% over the schedule of prices, 1947, was considered work
able in the light of considerable extra expenditure incurred by the 
Department for the unfinished work, the witness replied that from 
the study of the work at that time they thought the tender was work
able. The only other tender being 343% over the scheduled rates 
was unacceptable. Subsequently during the execution of the work, 
a rock formation was struck under the ground which was not expect
ed at the time of entering into the contract. The contractor might 
have been able to do the work within the contracted amount, had 
the unexpected rock strata not been found. Intervening, the Comp
troller and Auditor General pointed out that according to the infor
mation available with him the ruling percentage for similar works 
in the locality was 331% above the schedule of prices, 1947 and the 
tender at 185'» over the schedule of prices was therefore prima facie 
unworkable. The representative of the Ministry of Defence neither 
contradicted this nor stated how the comparison with the ruling 
market rates was effected in this particular case.

127. Referring to the extra expenditure incurred on the unfinish
ed work done departmentally. the Engineer-in-Chief stated that the 
work was done by a military engineer unit and the higher cost was 
partly attributable to the costing of certain items like troop labour, 
transport, hire charges of equipment, etc. according lo the formula 
obtaining in the Army. The contractor might have done the work 
at lower cost, he added. In reply to a question regarding delay in 
referring the matter to arbitration, the witness stated that after the 
work was completed, the contractor was ser\'ed with notices to 
refund the amount due to Government. Only when he could not 
be traced, the question arose of referring the matter to arbitration.

Para 9(c)—page 6—Audit Report, 195(^

128. At a certain Naval Station, the Military Engineer Service.s 
oolistructed six single-type units for keeping naval stores, in Febru
ary 1951, two double-type ones in Novemb?r, 1954, and one more 
double-type unit in April, 1955. During the rains in May, 1955, all 
ib» nine units were found to have developed leaks in spite of the 
water-proofing provided. An expenditure of Rs. 70,959 was incurred 
during 1956*57 in rectification of the defects. The Military Engineer
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Services while maintaining tliat the design adopted was structurally 
sound, the specification provided was adequate and workmanship and 
supervision were also satisfactory, could not explain how the leaks 
had developed. The Chief Technical Examiner, to whom the case 
was referred, expressed the opinion on December 9, 1958 that the 
work was defective, specifications faulty and site conditions unsuit
able.

129. The Committee wanted to know the action taken on the 
report of the Chief Technical Examiner. The representative of the 
Ministry of Defence stated that the final decision had not been taken 
on the C.T.E.’s Report. The comments of the Chief Engineer on the 
C.T.E's report had been referred to the C.T.E. for further comments. 
The witness added that the type of construction which was based 
on the German design had been undertaken by the M.E.S. for the 
first time and certain unforeseeable defects in water-proofing were 
discovered. The dcfects had been removed by modification in the 
specifications according to the climatic conditions at the station. The 
cosl of rectification of the defects which became infructuous was 
stated by the witness as Rs. 14.816 as against the total expenditure of 
Rs. 14-43 lakhs on the whole work. In reply to a question, he stated 
that expenditure of Rs. 70,959 referred to in the Audit para as incur
red on rectification work, included besides the cost of rectification 
of defects, the cost of new works which were necessar}* to enrich the 
specifications.

130. In reply to further question it was stated that the C.T.E. 
functioned under the Q.M.G. As regards the procedure followed for 
disposal of the reports of the C.T.E., the Committee were informed 
that the Q.M.G. obtains the comments of the engineers concerned 
before coming to any conclusions. The Q.M.G. thereafter makes his 
report to the Ministry who take the final decision. As to the appli
cation of this process on the cas*.* commented on by audit, it was 
stated that the comment of the C.T.E. was dated 9th December. 1958, 
It was received by the Army Headquarters and the Ministr>‘ itself 
in the same month. It was held up in the Ministry for a number of 
months before it was passed on again to the A.H.Q. and thence down 
to the engineers concerned. The explanation of the latter was expect
ed in the next two weeks or so.

Injudicious phasing of o projrct—paro 10—page 8—Audit Rtport,
1959- '

131. The provistem of permanent residential and office accommoda
tion at an Air Force Station was sanctioned by Government in Sep*
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tember, 1953 at a cost of Rs. 63*02 lakhs. The construction of the 
residential quarters started in Deconber, 1953, was completed in 
November, 1964. Internal electrification of these buildings and exter
nal services for water, sewage etc. taken up in Novem,ber, 1954 and 
December, 1955 were completed in March, 1955 and October, 1956 
respectively. Consequent on this unco-ordinated phasing of the work, 
the residoitial quarters were not usable before October, 1956. Owing 
to non-completion of the Administrative and technical buildings, the 
sanctioned administrative and technical staff could not be posted to 
the station even after October, 1956. The residential buildings 
meant for them, therefore, remained partially vacant till December
19S8 and watch and ward staff costing about Rs. 27,000 had also to be 
entertained.

132. The Committee enquired the reasons for unco-ordinated plan
ning of the project. The representative of the Ministry of Defence 
stated that in this case the occupation of the residential accommoda
tion was linked up with completion of the runway with taxi tracks 
and aprons. But the completion of the runway was delayed due to 
discovery of rocky soil which necessitated revised planning and 
administrative approval. The latter took some time. As the resi
dential quarters could not have been occupied before the completion 
of the runway, the work regarding installation of the internal electri
fication and external ser\ices therefor was allowed to proceed at an 
easy pace.

133. The Comptroller and Auditor General pointed out in the 
course of exidence that, according to the phased programme, the 
buildings were to be taken up in December, 1953 and the runway 
only in February, 1955. He added that this indicated that the 
original intention of the planners was to complete the buildings 
much ahead of the runway, notwithstanding rocks etc., encountered 
subsequently. The representatives of the Ministry explained that 
the buildings had to be taken up earlier, because they would have 
taken, including ancillary services, much longer time than wâ : 
required for the preparation of the runway. At a later stage in the 
dl«russion, however, the Secretary of the Ministry stated that the 
main runway and the taxi track and apron were actually taken up 
for execution earlier and married accommodation was taken up 
later in January, 1954 and that "if the runway and taxi track were 
completed as planned earlier in 11 months, actually the married 
accommodrtion with services would even have fogged behind" 
Because of the unanticipated discovery of rock strata, completion of 
the runway etc. took about three years and thus the married accon*

fot ready earlier instead of later, as usual
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Control over works expenditure—para 11—pages 8~9—Audit Report̂
1959-

134. The following statement gives the break-up of expenditure 
on works held under objection during the years 1955-56, 1956-57 and 
1967-58:

5S

No. Nature of objectioD
Amount objected to during 

1955-56 1956-57 J957-58

Rs. Rs. Rs.
I. Want of administrative approval 8,64,519 6,76,108 15,56,763

2. Want of technical sanction • 8,60,253 3,67,024 7,31,041

3. Want of allotment of funds • 25,45,595 15**0,691 30,59,713

135. The Committee wanted to know the reasons for undertaking
works without fulfilling codal formalities. The representative of the 
Ministry of Defence stated that most of the items held under objec
tion related to works of military operational or medical necessity 
and emergent works for meeting imminent *.0 buildings etc.
which could be undertaken under the rules in advance of the admin
istrative approval. In some cases the excesses over the sanctioned 
estimates which came to light during the actual execution of the 
work necessitated revision of the administrative approval.

136. The Comptroller and Auditor General pointed out that the 
Audit para had been based on the figures given in the M.E.S. Review 
contained in the Appropriation Accounts (Defence Services) prepar
ed by the Financial Adviser. The Committee enquired, if the cases 
under reference were covered by the exceptions provided in the 
rules, why the explanations were not furnished to the internal Audit, 
so that these could have been excluded from the Appropriation 
Accounts. The representative of the Ministr>- of Finance (Defence) 
stated that the expenditure had been held under objection pending 
regularisation by covering sanctions. He, however, did not maintain 
that all the items under objection were covered by the exceptions 
provided in the rules.

137. The Committee drew attention to the increase in the expen
diture held under objection from year to year and wanted to know 
the reasons for delay in the regularisation thereof. The representa
tive of the Ministry of Defence stated that some of the cases were 
really unsatisfactory. He assured the Committee that they would 
make special efforts to finalise the outstanding cases in about six 
months’ time.



Ficitious financial adjustments in works accounts—para 12—pages 
9-10-Audit Report. 1959-

138. The Audit para disclosed some instances of fictitious adjust- 
4n«tts made in works accounts in order to avoid lapse of funds or 
avoid excess over allotments. The P.A.C., 1953-54 were assured that 
such adjustments would not be repeated.

The representative of the Ministry of Defence characterised 
these irregularities as only of a procedural nature. Referring to 
the case cited in sub-para (b) he stated that 40 tons of the material 
valued at Rs. 22,500 were drawn for the work in October, 1956. Sub
sequently as a result of change in the specifications, the material was 
rendered surplus and had to be transferred back to stock. The 
Comptroller and Auditor General stated that this explanation had 
not been furnished to Audit earlier and would, therefore, have to 
be verified.
5ub-para (o) (i)—

139. The representative of the Engineer-in-Chief’s Branch
stated that stores allotted to the project were not moved to the pro* 
ject site due to lack of storage accommodation at the site. The 
stores were kept aside in the Engineer Park and issued to the con
tractor direct from there. The C. & A. G. pointed out that such an
action would cut across the rules and lead to losses of stores. The
representative of the Ministry of Defence stated that the action taken 
in this case was under exceptional circumstances. Instructions had 
been issued to ensure that all adjustments in works accounts were 
made in accordance with the rules.
Sub-para (a) (it)—

140. The representative of the E.in-C’.s Branch stated
that cement in this case was required for construction of certain 
tanks. But due to delay in deciding the location of the tanks, the 
cement was transferred to another work to avoid its deterioration. 
No explanation was forthcoming about the necessity of the book 
adjustments when the physical transfer from or to stock never took 
place.
Suihpara (d)—

141. The representative of the E.-in-C'.s Branch explained 
that in this case when the stores were actually despatched from 
the base depot to the project, the Garrison Engineer took over the 
stores mentioned in the voucher without their physical veriiication. 
On physical verification, deficiencies were disclosed, which were 
adjusted by the Garrison Engineer. Subsequently the consignor 
amended the issue voucher to conform to the quantities actually 
received by the project.
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142. The representative of the Ministry of Defence assured the 
Committee that the cases referred to in the Audit para were only 
exceptional and instructions had been issued to avoid fictitious 
adjustments in store accounts.
Over-protntioning of earth-moving machinery—para 18—pages 16-17

—Audit Report, 1959—
143. The audit para disclosed that 16 Angledozers-Hydraulic were 

indented on February 8, 1957 on the basis of a wastage rate of 36% 
per annum and without taking into consideration the anticipated 
release of certain Angledozers on completion of projects/works. The 
provision review as on August 31, 1957 on the basis of a reduced 
wastage rate of 10% per annum and after taking into consideration 
25 Angledozers received from projectslworks disclosed a surplus of 
66 Angledozers.

On the same basis 4 Scrapers-self-propelled were indented but 
the subsequent provision review carried out on the basis of the 
reduced percentage of wastage disclosed a surplus of 2 Scrapers.

144. In evidence, the representative of the Ministry of Defence 
stated that wastage rate of the machinery was reduc^ to 10% on 
the basis of actual experience. The review carried out in October,
1956 had disclosed a deficiency of 34 Angledozers but it was decided 
to indent 16 only. The surplus of 66 Angledozers disclosed in the 
provision review as on August 31, 1957 at the reduced rate of wast
age of 10% per annum, included pre-1948 Angledozers also which 
should not have been treated as assets. It was actually discovered 
that there was a deficiency of 74 Angledozers which were subsequent
ly indented for. In reply to a question, he stated that although pre- 
1948 Angledozers were not treated as assets for the purpose of the 
provision reviews, these were actually disposed of after they were 
found unfit for operational purposes.

As regards the Scrapers, he stated that these were surplus and 
would be utilised against future requirements.

145. The Comptroller and Auditor General pointed out that the 
information furnished to the Committee by the witness was not 
made available to Audit, otherwise this matter might not have come 
up before the Committee. The representative of the Ministry of 
Defence agreed that it should have been furnished to Audit earlier.

146. The Committee then adjourned till 10 00 hours on the 3rd 
February, 1960.
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PRCX^EEDINGS OF THE FORTY-FOURTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON WEDNESDAY, 

THE 3RD FEBRUARY, 1960
147. The Committee sat from 10.00 to 13.00 hours.

PRESENT
Shri Upendranath Barman—Chairman.

M embers

2- Shri T. Manaen
3. Pandit Jwala Prasad Jyotishi
4. Shri Shamrao Vishnu Parulekar
5. Shri Radha Raman
6. Shri Rameshwar Sahu
7. Shri Aurobindo Ghosal
8. Shri Yadav Narayan Jadhav
9. Shri Shraddhakar Supakar

10. Shri Amolakh Chand
11. Rajkumari Amrit Kaur
12. Shri Rohit Manushankar Dave
13. Shri Surendra Mohan Ghose
14. Shri Jaswant Singh.

Shri A. K- Chanda—Comptroller <£ Auditor General of India. 
Shri G. S. Rau—Addl. Dy. Comptroller and^Auditor General 
Shri P. K. Besu—Director of Audit, Defence Services.

S ecretariat

Shri V. Subramanian—Deputy Secretary.
Sh.i Y. P. Passi—Under Secretary.

W itn esse s  

Ministry of Defence 
Shri O- Pulla Reddi—Secretary.
Shri R. P. Sarathy—Addl. Secretary.
Shri B. N. Verma—Joint Secretary.
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lit. General B. M. Kaul—Quarter Master General.
Maj. General R. E. Aserappa—£ng(tneer-in-Chie/.
Maj. General K, N. Dube—Director General, Works.
Lt. General K. P. Dhargalkar—Master General of Ordnance.
Maj. General Harkirat Singh—Director of Mechanical 

Engineering.
Maj- General W. T. Wilson—Director of Ordnance Services.

Ministry of Works, Housing A Supply
Shri M. R. Sachdev—Secretary.
Shri V. N. Rajan—D.G.S. & D.

Ministry of Finance (Defence)

Shri S. Jayasankar—Finoncial Adviser.
Shri Phul Chand—Controller General of Defence Accounts.

148. The Committee took up further consideration of the Audit 
Report (Defence Services), 1959 relating to the Engineer-in-Chiefs 
Branch.
ENGINEER-IN^HIEF'S BRANCH
Purchase of electricity by the Military Engineer Services at a Station

—para 42—pages 29-30—Audit Report, 1959—
149. The Audit paragraph disclosed that there was avoid

able delay on the part of Military Engineer Services at a station in 
agreeing to a suggestion of a State Government to review the agree
ment entered into by the former for supply of electricity with a 
defunct Electric Supply Company which had been taken over by the 
State Government. The M.E.S. could not therefore avail themselves 
of the benefit of lower standard tariffs introduced by the State Gov
ernment, resulting in an extra expenditure of Rs. 3.12,000 during
the period March 1, 1952 to October 31. 1955.

150. In evidence, the representative of the Ministr>’ of Defence
stated that the Audit paragraph did not contain all the facts for a 
•correct appreciation of the position. The Comptroller and Auditor 
General pointed out that in certain cases all the records were not 
made available by the Ministry of Defence to the Director of Audit, 
Defence Services who had to prepare the audit paragraphs on the 
basis of the material made available to him. He added that as a 
result of discussion with the Defence Secretary, the latter had agreed 
to furnish in future all records to Audit. The Ministry’s comments 
on the paragraph under consideration, the Comptroller and Auditor
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General stated, were not made available to him within the prescribed 
time*limit of six weeks of its receipt by them. Even after the 
presentation of the Audit Report, the Ministry could have brought 
to his notice any information with regard to the facts incorporated 
in the Audit para, to enable him to explain the position to the 
C(Mnmittee. The repireeentative of the Ministry cf Defence stated 
that there was not sufficient time to collect the relevant facts and 
figures from the lower authorities. They requested for the extension 
of the time-limit. After the presentation of the Audit Report, they 
considered that the proper procedure was to explain the position 
during consideration of the case by the Committee. The Defence 
Secretary assured that in future any information which might come 
to light after the expiry of the time-limit prescribed for verification 
of Audit paragraphs, would be made available to the Comptroller 
and Auditor General.

151. Explaining the position of the case, the representative of the 
Ministry of Defence stated that after receipt of reference from the 
State Government in February, 1952, the M.E.S. requested the State 
Government in March, 1952 to charge from them new rates for 
sui^ly of the electricity at the station but they were informed that 
these rates could not be extended to bulk contracts. After further 
discussions and correspondence, the State Government made the new 
rates applicable from November 1. 1955. The question of refund of 
the extra payment made to the State Government had been taken up 
with them.

152. During the course of discussion, the representative of the 
Ministry of Defence could not furnish to the Committee informa* 
tion on certain points. The Chairman observed that the witnesses 
should come properly briefed when they appeared before the Com
mittee. The Committee then deferred further consideration of 
this case till all the relevant facts and figures which had not been 
earlier made available to Audit, were verified by them.
Loss of timber in a Military Engineer Services Dwision—para 44— 

pages 30-31—Audit Report, 1959—
153. In this case out of about 2,500 eft. of timber sold to a con

tractor in an auction on October 10, 1952, only 1,200 eft. was found 
availab'e at the site when the contractor went to take delivery of 
the store, which he refused to accept. He got a court decree in 
May, 1957, against the Government for Rs. 6,617 being the amount 
deposited by him plus interest and also proportionate cost of the 
suit. Accordii^ to Audit the entire quantity of 2,500 eft. of timber 
was subsequently sold in auction in January. 1959.

In evidence, the representative of the Ministry of Defence stated 
that the irregularity came to their notice on receipt of the Audit
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paragraph. After they asked the Army Headquarters to furnish 
them with facts of the case the latter ordered a court of enquiry to 
investigate into the matter. In reply to a question, the witness 
stated that the lower authorities had been delegated certain powers 
to deal with disputes and they did not usually inform the Ministry 
when suits were filed against the Government or decrees were award
ed by courts. The representative of the Ministry of Finance 
(Defence) stated that in important cases, even if the decreed amount 
was within the power delegated to a local authority, the matters 
were brought to notice of Finance by the local accounts authorities. 
Further as a result of the recent instructions issued to classify all 
payments in fulfilment of court decrees under charged heads of 
expenditure, the local accounts authorities submitted reports in 
regard to such payments. He was not sure whether this procedure 
existed at the time of the award of the court decree in the present 
case but promised to furnish the information to the Committee 
later.
Engagement of Departmental Labour—para 45, page 31—Audit 

Report, 1959—
154. In a certain Division, although permanent Gangs were sanc

tioned and Term contracts were concluded for every station under its 
Jurisdiction, an expenditure of nearly Rs. 1-7 lakhs was incurred 
during 1953-54 alone on additional directly employed labour (other 
than muster roll labour). Records of works such as requisitions for 
work, progress reports, statement of stores issued etc. were not 
available and therefore it was not possible for Audit to find out 
whether there was any justification for the employment of additiona' 
labour.

155. The Committee wanted to know the reason for non-maui- 
tenance of any records in connection with employment of depart
mental labour in this case. The representative of the Engineer-in- 
Chiefs Branch stated that according to the procedure, before pay
ments are made to labour, the bills along with supporting documents 
regarding their proper employment were examin^ by two different 
authorities, viz., Survey of Works Branch and Accounts Branch. 
He, therefore, contended that in the present case the supporting 
documents might have been scrutinized by these authorities at that 
time. The records might have been destroyed subsequently. In reply 
to a question he stated that the documents were kept for periods 
varying from 5 to 10 years. He could not state when the records in 
the present case were actually destroyed.

156. The Comptroller and Auditor General pointed out that 
tlthough in the present case teŝ  audit was conducted in October. 
SIS(Aii) L S -S



1954 within six monthB of the close of the Financial Year during 
wbidi the expenditure was incurred no reo»ds were [ooduced by 
the MJ..S. at that time. The representative of fhe Ministry of 
Defence wanted to chedc up the position and promised to furnish a 
note to the Committee.

197. The Committee then took up consideration of the Audit para
graphs relating to the Master General of Ordnance-
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Master General of Ordnance Branch

Purchase of spare parts—para 18, page 10—itudit Report, 195*—

158. A contract was concluded with a foreign Government on 
September 29, 1953 for the supply of equipment together with 
connected spares. According to the offer made by the foreign Gov
ernment earlier on December 3, 1952, the cost of spares was £5,162 
only but no detailed list of the spares, with item-wise cost, was 
obtained. The final agreement provided for spares valued at £  13,194, 
after it was confirmed that the increase in the cost of spares was due 
to increase in the overall quantity of spare parts asked for by the 
Government of India.

159. The Committee wanted to know as to how in the absence
a list of spares originally offered by the foreign Government, it

was confirmed that the Government of India asked for more spares. 
The representative of the Ministry of Defence stated that this equip
ment, about which they had no experience, had been purchased from 
the foreign Government for trial. Government wanted to acquire 
spares for the equipment to meet one year's maintenance require
ments. To an enquiry made regarding increase in the value of 
qnres, the foreign Government had stated that their original esti
mate of £5,162 was based on the quantities required for trial pur
poses. Subsequently, on estimates of quantities required for a year's 
maintenance, these had been increas^ The foreign Government 
also undertook to take back any unused spares. The witness added 
that on actual experience the spares valuing Rs- 1/28 lakhs were not 
utilised but these were not returned to the foreign Government as 
subsequently it was decided to purchase an additional quantity of 
the equipment.

160. The Comptroller and Auditor General pointed out that if the 
facts stated before the Committee had been brou^t to his notice 
earlier, the case might not have been brou^t before the Commi‘ *f» 
by him



Contrvet for supply of Mechanieal Transport •pare«--para IS, pages
Il-18-A ii4it Report. 1959-

161. In this case Government entered into a negotiated contract for 
:fl2,63^24 with a foreign firm on December 18, 1857 for purchase of 
iull range of spare parts required for wartime Army vehicles of 
J7orth American origin. A “letter of intent” issued to the firm earlier 
«n May 4, 1957 contained the following heads of agreement:

(a) The list of spares and dollar prices at which they would be
supplied by the firm to be drawn up.

(b) The right to vest in Government to delete, reduce or in>
crease the quantities demanded against any item, within 
three months from the date of placing of the formal 
contract, provided that the Government furnished along
with the contract a list of items that might be thus
deleted, reduced or increased in quantity.

(c) The firm to purchase Government’s surplus vehicle spares
upto a quantity not exceeding 4250 tons at a flat rate of 
$110 per ton.

An offer made by another firm on October 18, 1957. to supply the 
•entire range of spares at rates which were 10% lower than those 
offered by the flrst firm with further oiTer of 50% of price to be paid 
in rupees, was not accepted as Government was teund by the 
'letter of intent’ issued to the first firm.

Subsequently, it was found that the quantities stipulated in the 
«ontract were over-estimated and four amendments were proposed

Government to the firm between December 18, 1957 and March 17, 
1958 for cancellation of quantities valued at $5,73,952. The firm,
however, agreed to the cancellation of items costing $86,744 only,
as a list of items on which Government resoved the right of subse* 
quent deletion or reduction was not appended to the formal contract 
in terms of the ‘letter of intent'.

Althou^ the 'letter of intent' definitely contemplated the execu
tion of a concurrent contract by the Arm for purchase of army sur
plus spares no such contract was eventually concluded-

162. Tlie Committee enquired about the circumstances leading to 
negotiations with a particular firm without obtaining competitive 
prices from other sources. The representative of the Ministry of 
Defence stated that in the previous years there had been consider
able difficulty in procurement of all the ^ re s  required for repair of 
the war*time vehicles of North American origin, through the I.SJI.. 
Washington and other purchase organisations. Early in 1956. this 
Ann. who had been one of the main suppliers of auto-spares to Gov- 
«mm«nt through IjS.M. and was reported by the I.S.M. to be the
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most well organised suppliers of war-time stores of North Americaa 
origin offered to supply the entire range of autospares required by the- 
Aimy for repair of war-time vehicles within the shortest possible 
time- The firm had also added manufacturing facilities for obsolete 
spare parts. Tentative lists of the spares required by the Army were 
fwwarded to the firm in September and November, 1956 before its 
representatives came to India for negotiations. A Negotiating Com
mittee comprising senior ofRcials of the Ministries of Finance, Works, 
Housing and Supply and Defence was appointed by Government for 
conducting negotiations with the firm. After detailed negotiations 
with the representatives of the firm from the 6th February to 22nd 
March, 1957, a 'letter of intent’ was issued to the firm on the 4th May,
1957. The Negotiating Committee checked in detail the prices
quoted by the firm with reference to the following;

(a) price vocabuIar>- rates applicable during the last war;
(b) last known purchase prices wherever possible;
(c) general increase in prices since then;
fd) the prices quoted by this firm and others in the recent 

tenders issued by the I.S.M. Washington; and
(e) estimated prices based on prices of nearly similar articles 

where prices of (a), (b) &nd (d) were not known.
The witness added that as a result of the detailed scrutiny of 

prices, the Negotiating Committee were able to get substantial
reductions in the prices quoted by the firm in a large number of
items. In the case of spares for A and B vehicles, the reduction 
secured in the prices were of the order of 38 and 32 percent., respec
tively. In reply to a question he staited that before negotiating with 
this firm no enquiry was made from any other firm for supply of full 
range of spares. He also admitted that in the past when they issued 
fenders through the I S.M. for limited quantities of certain items of 
spares, this firm had tendered but could not meet this demand, 
^ en  so, when later this firm came up with an omnibus offer, no 
attempt was made to obtain .-iuc)'. offers from other sources.

163. The Committee then wanted to know the reasons for non
execution of a contract with the firm for sale of Government’s sur
plus vehicle spares, although the letter of intent-provided for such a 
transaction. The representaitive of the Ministry of Defence stated 
that Government later received better offers for purchase of the 
spares from other firms. In fact the representatives of this firm had 
approached Government fw acquisition of the spares but Govern
ment pursuaded the firm not to insist on execution of this contract. 
Government then felt that these spares would be needed by them. 
The C(»nptroHer and Auditor General pointed out that according to
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liie informatioii available with him, one of the two important con
siderations for entering into this deal was to get rid of the surplus 
«pares which did not normally fetch good price in the Indian Markets, 
the other consideration being acquisition of full range of spares for 
maintenance purpose. The transaction was conceived at that time as 
a barter deal, he added. The representative of the Ministry of Defence 
stated that although originally the intention was to get rid of sur
plus stores also but it was subsequently considered to be more pro
fitable to keep them for future use.

164. Explaining the circumstances leading to the omission of the 
list of items which could be reduced or increased within three 
months of placing the contract, the representative of the Ministry of 
Defence stated that at the time of negotiations with the firm, 
procurement of certain items indigenously was under consideration 
and a clause regarding the right of the Ministry' to modify quantities 
of such items was included in the ‘letter of intent’. But before the 
final contract was placed by the I S.M, Washington the list of such 
items as wero to be procured indigenously had been finalised by the 
Army Headquarters and was forwarded to the I.S.M. These items 
were accordinglv deleted from the contract and there was no need 
to a'ttach a provisional list of items to the contract.

165. As regards the reasons for over-estimating the quantities of 
spares, the Director of Mechanical Engineering stated that the 
initial demands were based on the scales worked out by stripping 
and re-building a few old vehicles in workshops. But subsequently 
as a result of stripping and re-building of a large number of vehicles, 
it was discovered that the requirements could be reduced and the 
scales were accordingly revised. As a result of revision of scales, 
the demands for spares were reduced by the depots. The Comp
troller and Auditor General pointed out that according to the infor
mation available with him, a few months preceding the finalisation 
of the contract, the Army authorities had come to the conclusion that 
the scales of spares required for overhauling the vehicles would be 
lower than originally anticipated. The representative of the Ministry 
of Defence promised to check up the position.

166. At this stage, tht> Committee considered the desirability of 
appointing a sub-Committee to elicit all the facts of the case.
Over^provUtiontrift of stores—Sub-Para 17(a). jwpe 9—.4udit Report.

19N -̂
167. The Audit paragraph disclosed that on the basis of aa 

approved scale, a Central Ordnance Depot computed its require
ments of an item of store for overhauling of an equipment as 1270 
numbers on 1-4-1953. The total deficiency of the items was calcu
lated as 1,350 numbers. On January 8. I9M. the Army Headquarters
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intioiated a revised and reduced scale according to which the re- 
quirement for overhaul came to 64 numbers only. Despite thi« 
reduction in scale, a demand was placed by the depot on January 29̂  
1954 for the deflcienty of 1,350 numbers as originally calculated.

In March, 1954 the Army Headquarters intimated also a reduction 
in the numbers of the equipment requiring overhaul. No action was: 
taken by the depot even then to revise the demands. As a result 
unnecessary store of the value of Rs. 28,000 was acquired. The con
tract for the supply of these stores had been concluded only in 
July, 1955 and the stores received in January, 1956.

168. In extenuation, the representative of the Ministry of Defence 
stated that the original demand for 1,350 numbers was placed on the 
basis of the scale of 200 numbers per 100 engines. On 8th January,
1954, the Army Headquarters notified a reduction of scale of 20 num
bers per 200 engines but the depot authorities referred the matter 
back to the Army Headquarters for re-consideration, as the actual 
craisumption was 150 numbers for 127 engines. On re-consideration, 
the Army Headquarters advised the depot to adopt the original scale 
of 200 numbers per 100 engines. But the scale was not noted on the 
provision card, which resulted in the Audit objection in this case.

The witness added that subsequently although the number of en
gines to be over-hauled was reduced from 635 to 444 due to with
drawal of the equipment from units, corresponding reduction in the 
demand was not made the depot surplus stores would be 
utilised in the overhaul of the other types of equipments.

169. The Committee then adjourned till 10.00 hours on the 4th 
Febniaiy, 1980.

64



PROCEEDINGS OF THE FORTY-SIXTH* SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON THURSDAY, 

THE 4TH FEBRUARY. 1960
170. The Committee sat from 10.00 to 13.00 hours.

PRESENT
Shri Upendranath Barman—CHatrnum.

Membois

2- Shri T. Manaen
3. Pandit Jwala Prasad Jyotishi
4. Shri Shamrao Vishnu Parulekar
5. Shri Radha Raman
6. Shri Rameshwar Sahu
7. Shri Aurobindo Ghosal
8. Shri Yadav Narayan Jadhav
9. Shri Shraddhakar Supakar

10. Shri Amolakh Chand
11. Rajkumari Amrit Kaur
12. Shri Rohit Manushankar Dave 
13b Shri Surendra Mohan Ghose
14. Shri Jaswant Singh.

Shri A. K- Chanda—Comptroller A Auditor General of India. 
Shri G. S. Rau— Âddl. Dy. Comptroller and Auditor General. 
Shri P. K. Baso—Director of Audit. Defence Services.

Sk r r a iu t  

Shri V. Subramanian—Deputy Scerct«r|r.
Shrt T. P. Pairi-Undn^ Secretory.

WninasB 
Minittry of Defenee 

Shri O- Puna ReddI—Secretary.
Shri R. P. Santhy—Addl. Sccretaiy.
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Lt. General K. P. Dhargalkar—Afaster General of Ordnance.
Maj. General W. T. Wilson—Director of Ordnance Services.
Maj. General Harkirat Singh—Direcf or of Mechanical 

Engineering.
Ministry of Finance (Defence)

Shri S. Jayasankar—Financial Adviser.
Shri Phul Chand—Controller General, Defence Accounts.

Ministry of Works. Housing & Supply
Shri V. N. Rajan—Director General, Supplies and Disposals.

171. The Committee took up further consideration of the Audit 
Reports (Defence Services), 1958 and 1959 relating to the Master 
General of Ordnance Branch.

Master General of Ordnance Branch

Over-provisioning of stores—para 17(h). pages 9-10—Audit Report,
1958-

172. No action was taken by a Central Ordnance Depot to reduce 
the two demands of 1,10,635 lbs. and 1,10,100 lbs. of an item of engi
neer stores, placed on the Director General of Ordnance Factories 
in September, 1951, although another depot reported a surplus stock 
of 1,50,000 lbs. of the same item in December, 1951. Based mainly on 
estimates made by the Engineer-in-Chief these demands were to be 
complied with in 1952^3 and 1953-54. Against the Engineer-in-Chief s 
estimated requirement of 1,09,648 lbs. for each of the years 1952-53 
and 1953-54, his consumption during those years was 7.504 lbs. and
1,932 lbs. only.

173. The Committee enquired the reasons for overestimating the 
r^uirements of the item by the Engineer-in-Chief for the years 
1952-53 and 1953-64. The representative of the Ministry* of Defence 
stat^ the estimates of the Engineer-in-Chief were based on anticipat
ed requirements for works, which appeared to have been calculated 
incorrectly. No records were available regarding the consumption 
of the stores in the previous years and the basis for calculation of 
the requirements for 1952-53 and 1953-54. Intervening, the Comp> 
troUer and Auditor General stated that the E-in-C’s demands were 
based on requisitions from three Commands of the order of 1000 
cwt., 40 cwt. and 12 cwt. Obviously when two Commands together 
had asked for 52 cwt. between them, the demand of 1000 cwt. by 
the third was mistaken and needed close examination. To a question 
why the indents placed on the D.G.O.F. were not reduced after the
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wcond depot reported a surplus stock of 1,50,000 lbs, the representa* 
tive of the Defence Ministry replied that the stock held in the second 
depot being in an entangled condition was not taken into account by 
the first depot in the provision review earlier. But subsequently it 
was considered that a portion of this stock could be rendered sevicea- 
ble and the entire stock was treated as serviceable for further pro
visioning.

174. The Comptroller and Auditor General pointed out that in 
December, 1951 when the second depot informed the first depot 
about the surplus stocks held by the former, no mention had been 
made regarding the store being in unfit condition, and that even 
after the former had been informed to hold the stock on its behalf, 
the indenting Depot failed to reduce its demand on the D.G.O.F- 
suitably. The Director of Ordnance Services stated that according 
to the rccords of dispersed stocks maintained in the first depot, the 
stock held in the second depot was in an entangled condition. The 
Committee desired to be informed of tho date when it was notified 
to the first depot that the stock was in entangled condition.

As regards the utilisation of the surplus stock, the witness stated 
that about 89,000 lbs. had been issued to units and the total stock as 
on the 1st September, 1959, was 1,85,844 lbs. A further quantity of 
about 60.000 was expected to be utilised in the next few years in 
certain projects.
Capital locked up in chassis without bodies—paro 30, page 21—Audit

Report. 195ft-
175. On April 1, 1958, as many as 740 chassis (valued at Rs. 2 

crores) delivered between January, 1953 and September, 1955 were 
waiting at various stations for body building. These had since been 
covcred by contracts for body building. Another batch of about 650 
chassis (valued at Rs. 98 laUis approximately) acquired before 1948 
had yet to be covered by any body building contracts.

176. The Committee wanted to know the reasons for delay in 
body building for the batch of 740 chassis. The representative of the 
Ministry of Defence stated that while in the case of a few specialist 
vehicles there was delav in flnalisation of specifications of b^ es. in 
the bulk of general purpose vehicles there was delay in getting the 
bodies built through the contractors due to various reasons, in:., 
delay in flnalisation of ccmtractt, extensions in periods of delivery, 
difficulty in procurement of raw materials etc. In order to avoid 
delay in the construction of bodies by contractors. Government 
had asked the manufacturers of chassis to supply these complete 
with bodies. One of the firms agreed to do so. but it had also to be 
Hiven extensions for supply of vehicles. *nie Defence Ministry had
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andertaken a project for construction of their trudcs and bodies 
thereof, in order to get over the difficulties.

177. The Committee asked the Director General Supplies and 
Disposals to explain the reasons for delay in placing and execution of 
the contracts for body building. He staited that during the period 
from January, 1953 to September, 1955 they delivered 3,681 chassis 
with 2,941 bodies thereon, leaving the balance of 740 chassis during 
that period. Out of the four contracts placed for body building, 
there was delay in finalisation of one contract only for which his 
organisation was partly responsible. The delay in the deliveries 
occurred usually due to the rigid and detailed process of inspection 
of the bodies by the Inspectors of the Defence Ministry.

178. Explaining the reasons for delay in body building for 650 
pre-1948 chassis, the Additional Secretary. Ministry of Defence, 
stated that these chassis had been received during the war under the 
Lend-lease Agreement and were, because of surplus stock, recom
mended by the General Staff in 1951 for disposal except 132 chassis 
earmarked for special roles. But, subsequently the matter remained 
under consideration in Army Headquarters and Ministries of 
Defence and Finance (Defence). Meanwhile the chassis deteriorated 
in storage and had since been classified as 228 in Gass I, 260 in 
Class IV, 157 in Class V and 4 in Class VI. It had been decided to 
build bodies on class I chassis and repair those in Class IV and V. 
In reply to a question, the witness admitted that had a firm decision 
been taken in 1951 regarding the disposal or otherwise of the vehi
cles, a lot of money could have been saved. In reply to a fiirther 
question, the Director of Mechanical Engineering gave the cost of 
repairing Class IV chassis as approximately Rs. 2,000 to Rs. 3,000 
whik that of overhauling oi Cla» V as Rs. 5,000.

Disposal 0/  vehicles-para 31, poget 21>22—Audit Report, 1858—

179. 1,284 tranqwrt vehidei graded by the Aimy Engineers as 
Class m  and IV (as requiring only minor repairs and replacements) 
were declared for d i ip ^  during 1955 and 1956. During the same 
years orders for 2,300 new vdiieles of the same type (i«. 3 tonners. 
IS cwt and 5 cwt 4 x 4 )  were placed on the Director General. 
Siq>plies and Disposals. While Class III and IV vehicles were dec
lared for disposal, about 2,000 vdiides of the sane typei, makei and 
models, but graded m Class V (as requlrinf thorouiKh overhaul),, 
were retained and Included in the repair programme of the year 
1956-57.



180. The Committee asked for the justificatiMi for disposal of 
Class III and IV vehicles while even Class V vehicles were subse
quently decided to be repaired. The representative of the Ministry 
of Defence stated that it was originally decided to diq>ose of 10,000- 
vehicles from the lowest category, making up the balance by includ
ing in the lot the vehicles in the hi^er categories. Certain number 
of Class III and IV vehicles were, therefore, included in disposal 
programme. There was some time-lag between declaration of vehi
cles for disposal and their actual disposal, during which these were 
retrieved of their essential parts. Before the vehicles had been 
actually disposed of the present case, some Class V vehicles were 
received in the depots. As subsequently certain demands were re
ceived, it was decided to overhaul Class V vehicles.

181. The Comptroller and Auditor General pointed out that al
though there was a deficiency of 4 x 4 vehicles in the Army at that 
time, 1284 vehicles of this type were disposed of and subsequently
2,000 new 4 x 4  vehicles were purchased by them. The representative 
of the Ministry of Defence stated in extenuation that Government’s 
policy was to purchase new vehicles costing about Bs. 7 crorea 
every year, irrespective of their holdings in order to inject the Army 
with new vehicles. To a further question by the Comptroller and 
Auditor General whether the decision to dispose of Class III and IV 
vehicles and recondition Class V vehicles was taken in order to uti
lise the idle capacity of workshops or the spare parts purchased by 
Government, the representative of the Ministry of Defence replied 
in the negative. He added the spares were indented because the 
vehicles had been included in the repair programme.

The Committee desired to be furnished with a note stating the 
latest policy for disposal and replacement of the various types of 
vehicles.
Loss due to delay in tKe dtspotol of a store —para 32. page 22—Audit

Report, 1958-
182. A quantity of cloth Drill “unbleached” with a book value of 

about Rs. 3‘ 5 lakhs was held by an Ordnencc Dqmt since 1944-43- 
This was not a prescribed item of service store The total issues 
(including 629 yards for test purposes), were only 905 yards upto 
Jane 1,1957, leaving a balance of 7334211 yards.

Iftt. In evidence, the representative of the Ministry of Defence 
stated that it had been decided to utilise the cloth in the manufac
ture of certain items of clothing and as a result entire stock was 
•xpwted to be utlliied by 1982. To a question why it took so long 
to decide tiie utilisation of the cloth, the witness replied that the 
matter rema’ .ied under examination, as the technical authorities



)had declared its strength to be 40 per cent, less' than that of the 
'Similar material. When asked whether after its storage for 16 years 
the cloth was considered fit for use, he stated that the technical 
authorities had recommended its use for subsidiary purposes.
Procurement of unwanted stores—para 14, Page 13—Audit Report,

i m -
184. Based on an incorrect assessment of stock on hand as Nil 

when 50 units of an equipment were actually available, an indent 
was placed on the High Commissioner in a foreign country in 
December, 1949, for the purchase of 11 units at an estimated cost 
of £  100 per unit. The subsequent reviews carried out in 1951 and 
1952 revealed surpluses of 66 and 57 units respectively. In spite 
of the existing surplus, the offer of the foreign Government for 
supply of 11 units of equipment at a total cost price of £ 28,941 
was accepted in June, 1953. As a result there is still a surplus of 
31 units which are unlikely to be utilised in the near future.

185. In evidence, the representative of the Ministry' of Defence 
stated that the equipment had been offered by the foreign Govern
ment from new production with certain modifications. In spite of 
surpluses, the indent was not cancelled as the General Staff con
sidered that the store was non>perishable, difficult to procure and 
required for the contemplated Territorial Army raisings. In reply 
to a question he stated that at the time of placing the indent, tiiey 
had no idea of the price of the equijmient and they put it as £ 100 
per unit as the likely price. They had to accept the price quoted 
by the foreign Government. As regards the surplus stock, the 
witness gave the latest figure as 61 units which included 49 repair
able tmits.
Local purchase of mosquito nets—para 15, pages 13-14—Audit Report.

1959-
186. Since 1955, the Director General, Ordnance Factories had 

been experiencing difficulty in manufacturing mosquito nets—olive 
green roimd mesh—as the required quality of netting was becoming 
increasingly difficult to obtain. His suggestion in 1955 to use other

types of netting—square mesh or other shades like white/ 
khaki—was not accepted by the Army authorities, with the result 

'that in November, 1956, a quantity of 1,63,500 mosquito nets de
manded for 1956*57 was outstanding. In view of urgency, orders 
were placed in June, 1957 on four firms for 60,000 nets mosquito 
universal at rates varying between Rs. 18*50 and Rs. 19*08, to bo 

'supplied by July. 1957. Out of 54,000 mosquito nets purchased as 
many as 47,000 were white. The nets were accepted after visual 

_and without the usual technical inspection and several material 
deviations were also permitted. No price reduction for the per* 

‘nittcd deviations was insisted on as, it was stated, negotiatioRs
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therefor would entail delay and hold up of supply of nets which 
were required for issue and supply to operational areas, etc.

Out of 54,000 units, only 5,824 were issued to units in operational 
areas by the end of September, 1957, and the balance of 48,176 were 
sent to depots in non-operational areas of which 5,304 nets were 
subsequently issued to formations in peace area. 932 of these latter 
issues were prematurely condemned within a period of six to seve» 
months- The technical authorities had estimated the life of these 
nets as less than 2 months against the prescribed life of 18 months.

187. Admitting in evidence that the paragraph was factually 
correct, the Director of Ordnance Services made the following 
obstTvations;

The suggestion made by the Director General, Ordnance Fac
tories in 1955 to use different type of material was not accepted at 
that time mainly due to non-existence of any urgent demand and 
disapproval by the medical authorities of square'mesh netting. An
other reason was that change in colour necessitated fresh provi
sioning and this would cause delay. Subsequently, local procure
ment became necessary as the Malaria Season was beginning. 
They found that the supplies received, though below specifications, 
were acceptable.

188. The Additional Secretarj' of the Ministry of Defence later 
informed the Committee that the Army Headquarters came up to 
the Ministry in May. 1957, when the total deficiency was of 1.30,000 
nets, of which 60,000 were allowed to be purchased locally. The 
D.G.O.F. was to step up his manufacture programme to meet the 
rest of the demand- In the past the reason for delay in receiving 
supplies of netting was that the D.G.O.F. could not, according to 
standing orders, place his demand with the D.G.S. & D. more than 
a year in advance of his requirements whereas the D.G.S. & D. re
quired more time for procurement- The D.G.O.F. had since been 
given full powers to indent for raw materials in advance to the 
extent necessary to meet his production programme. Further, in 
order to effect economy in the procurement of raw material.; 
changes in specifications of mosquito nets in regard to netting for 
the roof and colour (khaki and white) were being made. A deci
sion to this effect was taken in July, 1958.

Asked whether there was an operational emergency necessitat
ing early issue of the nets, the Additional Secretary replied in the 
negative but added that as troops have to be provided with nets 
whtrever they are 60,000 nets were to be issued urgently.
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In reply to a questicm, the D.O.S. stated that no reduction In 

prices on account of deficiency in dimensions of the nets was oon- 
sidered by the technical authorities. Regarding the life of the nets, 
the Secretary, Ministry of Defence, stated that the statement that 
the estimated life of the nets was two months had been made by 
a unit and not by technical authorities. Hie Chief Inspects, 
Textile and Clothing to whom the matter was referred had stated 
that the statement of the imit was not correct. What the estimated 
life of the purchased nets was, the Secretary could not tell.

Avoidable expenditure in local purchase of winter clothing-- 
para 16, poffes 14-15—Audit Report, 19SI^

188. Two items of winter clothing for troops, shirts—Angola Drab 
and Trousers—Battle Dress were continuously in short supply since 
1954^, as the supply of flannel and serge of the requisite colour 
^ d  quality could not be arranged by the Director General, Sup- 
-plies and Disposals. The supply position deteriorated in 1957-58 
and in order to overcome the acute shortage and meet the imme
diate winter requirements of the troops in certain areas, a contract 
for the purchase of 1.500 units each of the two items was entered 
into with a firm from Delhi at Rs. 22 and Rs. 32 per imit respective
ly. as against the Ordnance factory’s cost of production of Rs. 17'46 
and Rs. 30'91. In the actual contract deviations were allowed in res
pect of shares without effecting any price reduction and date of 
delivery was extended from December 24, 19S7 to February 20, 1958. 
According to Audit, had colour deviations, ab initio been allowed to 
the Government Clothing Factories, extra expenditure of Rs. 84.450 
on local purchase could have been saved.

190. Explaining the reasons for local purchase of the stores, the 
re]»«sentative of the tOnistry of Defence stated that the manufac- 
turers could not supply the cloth in time because of unavoidable delay 
in placing of the orders by the D.G.O.F. on the D.G.S.8tD. under the 
then existing procedure and non-availability of a particular dye. 
H ie Committee wanted to know why deviations in specifications 
were allowed in the case of local purchase while no such relaxation 
was made in the case of supplies from the D.G.O.F. The witness 
stated that in the case of emergent purchases, they had to accept 
die available stuff. He added that it had been decided to accept the 
cloth produced by the manufacturers even with deviatims in speci
fications by reduction in prices.

191. The D.G.S.&D. was asked why he was not able to make the 
•doth available to Ordnance Factories when it was available in th« 
market to private manufocturers. Taking the case of Angola Drat̂  
<ie pointed out that according to the inqiectfa» brand) of the Uialatry



Defence, who Anally amtrove the material procured by D .G .S ^ , 
there was only one manufacturer in India who was capable of ^ving 
Angola Drab of the required q>editeation8. The stuff provided on 
orders placed with him also did not pass specifications. Dealing with 
a monopoly, the Directorate naturally took some time in inducing it 
to reduce the {n-ice. Quite possibly, in the meantime, the production 
vrent elsewhere. For serge also there were mily two suppliers both 
controlled by one Corporation.

192. Referring to the extension in the delivery period granted 
to the firm, the representative of the Ministry of Defence stated that 
the supplies of shirts were completed by the firm by the 30tii 
December, 1957 but only 7,500 trousers had been supplied by that 
date. The firm completed all the supplies by the 20th February,
1958, after grant of extension. In reply to a question, the witness 
stated that althou^ by February, 1958, the rigours of winter were 
over in plains, the clothing was required for issue to the troops in 
cold regions.

193. In reply to a questi<m the Director General of Supplies and 
Disposals stated that in case of emergent purchases, his organisaticm 
did not usually interfere. He added that his organisation was trying 
to develop two other sources for supply of Angola Drab and serge 
required by the Army in order to avoid dependence on only one or 
two firms for supplies. To a question the representative of the 
Ministry of Defence replied that although the prices paid to the 
firm in this case which included sales tax of Re. 1 per yard compared 
quite favourably with the D.G.O.F's cost of production of similar 
stuff, the quality of the stuff produced in the Ordnance Factories 
was better.
Lost due to lack of co-ordination between the indentor and the manu

facturing organiiMtinn—para 17. pages 15-16—Audit Report, 
195»-

194. A demand for 1,06.240 feet of copper tubing was placed by 
the Ordnance Branch in June, 1950, on a Purchase Organisation 
abroad. Ry March,' 1951, 31.000 feet of the tubing was received and 
the balance was expected by the end of that year. In view of the 
anticipated delay in supply of the remainder, the Director of Ordnance 
Serv’ices asked the Director General. Ordnance Factories on Septem
ber 3, 1951 to investigate the possibility of indigenous manufacture 
through Ordnance Factories or through private firms and to intimate 
the quantity which could be delivered by the end of October. 1951. 
The D.G.O.F. intimated on September 22,1951 that facility for manu
facture of tubing was available at one Ordnance Factory but in view 
of other tirgent work only 3 to 4 thousand feet could be supplied by 
October SI, 1951. At the same time, the D.G.O.F. instructed the
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factory to undertake manufacture of 77,000 feet of tubing without 
waiting for a demand from the Director of Ordnance Services. As 
the balance quantity ordered from abroad materialised, a surplus 
quantity of 21.684 feet of tubing manufactured by the Ordnance 
Factorj’ had to be disposed of in September, 1957, at a loss of Rs. 
43,291.’

195. In evidence, the representative of the Ministry of Defence 
admitted that without consulting the D.G.O.F. beforehand, it was 
presumed by the Ordnance Branch that he would not be able to 
manufacture the tubing and that there was lack of co-ordination in 
this case between the Director of Ordnance Services and the Director 
General of Ordnance Factories. The D.G.O.F. in his enthusiasm to 
meet the emergent requirement of the Army started manufacture of 
this store which was a new item, on the basis of merely an enquiry. 
The ŵ itness assured that instructions had since been issued that the 
D.G.O.F. should start manufacture only against firm indents placed 
on him.

Irregularities in the accountu of a Central Ordnance Depot—parn
39. pages 28-29—Audit Report. 1959—

196. In July, 1958. it came to the notice of the Commandant of a 
Central Ordnance Depot that Government stores were being surrepti
tiously used by a contractor who was carrying out some repair and 
maintenance work within the depot premises. Investigations subse
quently carried out revealed that large quantities of nails, nuts, 
bolts, screws, metal tubings, small tools, vehicle components, etc. 
had been kept unaccounted for in the depot being hidden or buried 
under ground. The value of such unaccounted for stores, unearthed 
upto end of February. 1959, was estimated at over Rs. 7 lakhs. 
Stocks of certain items of stores later unearthed had been declared 
in the past as deficient and written off the depot stocks.

In evidence, the representative of the Minibiry of Defence stated 
that the matter had been subject of a detailed enquiry and the final 
decision had not been taken. Some aspects of the case had been 
referred to the Special Police Establishment. The Officer concerned 
who was given extension of service pending the investigation of the 
case had been placed under suspension.

Loss due to deterioration of stores—para 40. page 29—Audir Report. 
195»-

197. Large stocks of camouflage nets of various sizes were being 
held since the last war at a Central Ordnance Depot under such 
defective storage condition that the nets rapidly deteriorated due to
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exposure. Inspection of the stodu during December, 1948 to Novem* 
ber, 1960 revealed that nets wwtb about Bs. 73 lakhs had been 
rendered useless. The loss was written off by Government in 
October. 1958.

196. In extenuation, the Director of Ordnance Services stated 
that this depot which held stocks in transit to the various units during 
the last war, had inadequate covered accommodation. Due to cons
tant diange in personnel during and immediately after the war, the 
stores could not be attended to. As a result, the camoxiflage nets 
lying in the open covered only by tarpaulin deteriorated. Only a 
little stodc was salvaged, and disposed of. In reply to a question 
the witness stated that some of the depots still lacked covered 
accommodation.
Loss due to delay in the disposal of stores—para 41, page 29—Audit

Report, 1959-
199. The review of the requirements of hospital sheets for 

the period ending 1948-49 made by a stock holding Depot in Decem
ber, 1947 revealed a surplus of 2,03,208 sheets. The suggestion made 
by the Depot, in December, 1947, December 1949, March, 1950 and 
December. 1951 to the Army Headquarters that this wartime stock 
might be disposed of through officers’ shops on an imrestricted scale 
was not accepted. In November, 1955, the Army Headquarters 
finally agreed to dispose of the sheets through the Officers’ shops 
at reduced rates of Rs. 3 each for part-worn sheets with stains against 
the issue rate of Rs. 4/11/-

200. In evidence, the Director of Ordnance Services stated that 
in 1947, the conditions in store depots had not stabilised. Army 
Headquarters did not then accept the suggestion of the depot to 
dispose of these sheets as they were not aware of the actual stocks 
and requirements. The final decision in the matter was deferred 
till the position stabilised.

Minbtry of Works, Housing and Supply

Purchase of plywood at excessive rates—para 20, pages 11—13— 
Audit Report, 1958—

201. In September, 1951, three indents were placed by a Coitral 
Ordnance Depot on the Central Purchase Organisation for 54 items 
of plywood measuring in all 6,22,420 sq. ft  for delivery between AprU 
and December, 1952 in equal monthly instalments. Two firms 
quoted, the first one tor 36 items, with a delivery period of 9 months 
from January, 1952 to September, 1952 and the second one for all 
the 54 items with a delivery period of 6 months from April, 1952 to
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September, 1952. Though the rates offered by the first firm were 
higher by about Rs. 91,920, orders for part quantity of 36 items 
measuring 3,28,480 sq. ft. were placed with it in February 1952 with 
stipulation that delivery be completed by July, 1952. Orders for 
the balance of 18 items were placed on the second firm.

The first firm supplied 54.768 sq. ft. only by the stipulated date 
of 31st Ju] % 1952, which was extended to August 31, 1952. The firm 
supplied a total of 86.080 sq. ft. only by the extended date. In view 
of the delay in supply and downward trend in the market it was 
proposed on October 22, 1952 by the Central Purchase Organisation 
to cancel the contract and to invite fresh tenders for the outstanding 
quantities. But as a re.sult of the representation made by the first 
firm on Oclobor 27, 1952 for further extension, it was finally decided 
on November 5, 1952 to permit the firm to complete the orders for a 
further quantity of 1.42.378 sq. ft. by the end of February, 1953 at 
reduced rates and to invite fresh tenders for the balance quantity of
1,00,022 sq. ft. Fresh tenders invited on November 28, 1952 showed 
that the market rates in respect of certain types of plywood were 
considerably lower than the revised rates at wliich the defaulting 
firm had been allowed to complete the supply.

202. In evidence, the Director General, Supplies and Di.sposals 
stated that the contract for all the items was not placed with the 
second firm as its capacity was not considered sufficient. Explaining 
the reasons for non-cancellation of the order placed with the first 
firm after October. 1952. the witness staled that although orginally it 
was considered legally valid to cancel the order, the subsequent legal 
opinion was that the contract could not be cancelled as the delivery 
period had been fixed by Government unilaterally. Such an action 
would have led to arbitration. It was. therefore, decided as a result 
of negotiations with the firm to cancel the order to the extent of a 
quantity of 1.00,022 sq. ft. which was purchased at lower rates by 
inviting fre.sh tenders. The firm was permitted to supply the balance 
quantity of 1,42,378 sq. ft. at the lower rates as quoted by the second 
firm in November. 1951.

To a question, as to why the delivery periixi was shortened, the 
witness replied that it was done in order to allow for extension in the 
date of delivery according to the procedure then prevailing. This 
practice had been stopped, he added.

203. The Committee then adjourned till 10.00 hours on the 5th 
February, 1960.
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PROCEEDINGS OF THE FORTY-EIGHTH* SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON FRIDAY, THE 

5TH FEBRUARY, 1960

204. The Committee sat from 10.00 hours to 13.00 hours.

PRESEMT

Shri Upendranath Barman—Chairman.

M e m b e r s

2. Shri T. Manaen

li. Pandit Jwala Prasad Jyotishi

4. Shri Shamrao Vishnu Parulekar

5. Shri Radha Raman

6. Shri Rameshwar Sahu
7. Shri Jaipal Singh

8. Shri Aurobindo Ghosal

9. Shri Yadav Narayan Jadhav

10. Shri Shraddhakrir Supakar

11. Shri Amolakh Chand

12. Rajkumari Amrit Kaur

13. Shri Rohit Manushankar Davo

14. Shri T. R. Deogirikar

15. Shri Surondra Mohan Ghost*

16. Shri Jaswnnt Singh.

Shri A. K. Chanda—Cu/riptroller and i4udifor General of 
India.

Shri G. S. Rau—Addirto?ia( Deputy Comptroller and Audi
tor General

Shri P. K. Basu—Director of Audit, Defence Serviees,

^rfy-sraothtittiim relate * to infbrnal discuftionof thr points a romA«dit]Uporti,Defmoe Services 1958 and 1959.
77



7t
S k r r a k i a t

Shii V. Subramanian—Deputy Secretary,
Siri Y. P. Passi—Under Secretary.

Wmrassig
Ministry of Defence

Shri O. PuUa Reddi—Secretary.
Shri R. P. Sarathy—Additional Secretary.
Shri B. N. Vermar-Joint Secretary.
Lt. Gen. B. M. K aul-«Jf.G .
Maj. Gen. K  N. Nehra-D.QJtf.G.
Maj. Gen. Pratap Narain—Controller General, Defence Pro

duction.
Rear-Admiral D. Shanker—D.G.OJ’.
Maj. Gen. K. N. Dube—Director of Works.
Col. R. R. Sethi—Deputy Director of Remounts, Veterinary 

Farms.
Ministry of Works, Housing A Supply 

Shri V. N. Rajan—D.G.S. A D.

Ministry of Finance (Defence)

Shri S. Jayashankar—Financial Advicer.

Shri Phul Chand—Controller General, Defence Accounts.

205. The Committee took up further consideration of the Audit 
Reports (Defence Services), 1958 and 1959 relating to the Director 
General, Ordnance Factories.

Director Gcaml, Ordaaaee Factories

Heavy rejections—Para 21—pages 1J*14—Audit Report, 1958—

206. Heavy rejections in the manufacture of two items (32% 
and 71%) continued during the year 1952-53 to 1955-56, la 
q>ite of the assurances given to the Committee of 1958-54 that labour 
had been trained and proper quality of sand had been obtained, to 
req)ect of another item, the rejections formed 31% of the comidelMl



ttnos during th« yean 1091-53 to 1996-86. Aeeordiqg to Audits pcr- 
MDtages of rejecti<HU in respect of the three items during the years 
199647 and 1997-98 were as f<dlows:—

1956-97 1957-98
A (l) No fresh manu- 31.6%

facture.
A(2) 42% 49%

3rd item 31% 37%

207. In evidence, the Director General, Ordnance Factories stated 
that according to the latest figures for the year 1959-60, the rejec
tions of these items had come down to 31%, 32.8% and 21.7% 
reflectively. He attributed the h i^  percentage of rejections to 
Don-availability of proper quality of sand which was required in the 
existing process of manufacture- In his view, rejections could be 
substantially reduced by change-over to a different manufacturing 
process involving the use of an imported material which was likely 
to be produced in the country after some time. The witness added 
that in spite of h i^  rate of rejections, the present manufacturing 
process was economical because of cheaper labour in the country. 
The rejected stores were re-melted and used. He quoted figures to 
indicate that the cost of production of these items had progressivdy 
decreased. In r^ ly  to a question the representative (tf the Ministry 
of Finance (Defence) stated that rejections in excess of 20% were 
not taken into account while calculating the cost of production i.e. 
the cost of actual rejection was reflected in costs if it was less than 
30%.

To a question whether the increase in the percentage of rejec
tions in respect of item A (2) dur'ng the year 1957-58 was due to 
employment of new hands to increase production, the D.G.O.F. re
plied that the variation in rejections was not so much due to human 
skill as the quality of sand.

Infnictuous expenditure incurred by an Ordnance Factory—para 22, 
page 14—of Audit Report. 1958 and para 27, page 21—of Audit 
Report, 1959—

208. In an Ordnance Factory when conversion of an Open-hearth 
Furnace from ‘add* to ‘basic’ was nearing comfdetion, furthw watk 
was suqpended in October, 1995 and was finally abandoned in
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August, 1957. As the factory had Electric-arc Furnaces, it was con
sidered unnecessary to undertake this work or reconunission the 
furnace, resulting in an infructuous expenditure of Rs. 24,000.

Erection of two generating sets was commenced in the factory in 
May, 1954 to meet its increased requirement of electricity but before 
completion of the work the State Government intimated in October, 
1954 that they would be in a position to increase their supply to
3,000 K.W. De^ite this, the work of installation was proceeded 
with. The State Government actually stepped up their supply to 
2,700 K.W. from April 1, 1955 and 3,000 K.W. in February, 1956, 
which met the full requirements of the factory. The two generat
ing sets were sold off in March. 1956 at the original price to a third 
party, but meanwhile an infructuous expenditure of Rs. 2.8 lakhs 
had bean incurred on the installation of the sets-

209. In evidence, the Director General, Ordnance Factories stated 
that it was decided in May, 1952 to commission an Open-hearth Fur
nace after conversion from acid’ to ‘basic’ because of shortage of 
electric supply for operating the electric-arc furnaces. Subsequently, 
the Bhakra-Nangal Board promised to supply adequate electric 
power. When the State Government, actually .stepped up the elec
tric supply to the factory, it was decided to give up the work of 
conversion of the open-hearth furnace. The Comptroller and 
Auditor General pointed out that in view of the fact that within 
three months of the sanction of the conversion work, sanction was 
also accorded to installation of 2 generating sets of 2000 K.W. each 
to augment the supply of electricity in the factory, there was no 
justification for proceeding with the conversion work. The D.G.O.F. 
admitted that in the circumstances conversion work should not have 
been taken up.

210. The Committee enquired the reason for proceeding with the 
installation of generating sets in spite of a communication received 
from the State Government in October, 1954 to increase their sup
ply to 3000 K.W. Tlie representative of the Ministry of Defence 
stated that it was finally decided to abandon the erection work after 
the Bhakra-Nangal Board promised in July, 1955 to supply power up 
to 4,000 K.W. by 1957.

Otper-provisioning of stores—para 20(a), pages 17-18—Audit Report, 
1959-

211. As a result of used second hand barrels for packing certain 
chemical stores indented, through the High Commitskmer for India 
in London, a quantity of 32,581 lbs. valued at Rs. 49,797 was lost In
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transit (by sea and by land) due to spillage before the stores reach- 
td the Ordnance Factory where they were stocked. A further lipss 
of 19,569 lbs valued at Rs. 29,087 also occurred in storage at the 
factory during 1953-55 mainly due to evaporation as the containers 
were not air-tight. The stores were packed during March to Sep
tember 1955 in new containers at a cost of Rs. 78,629. The cost of 
proper type of packing, if it had been originally used in the U.K., 
would have been Rs. 21,333 only. Against the quantity of 5,30,388 lbs 
purchased the actual consumption of the store from August 1952 to 
March, 1959 was 1,40,795 lbs only.

212. The Committee wanted to know the reasons for agreeing 
to the packing of stores in second hand barrels. The Comptroller 
General of Defence Production stated that the packing in second 
hand barrels, was done in the interest of ecnnomy. The D.G.O.F. 
stated that in the view of the Ministry of Supply (U.K.), it was not 
necessary to pack the stores in new barrels. As regards the surplus 
stock of the stores, the witness stated that these stores which had 
expected life of another 3-5 years period, were likely to be consumed 
within this period.

Para 20(b), page 18—.Audit Report, 1959—

213. 47,700 yards of silk fabric were prncured by the Director 
General, Ordnance Factories in 1952 for replacement of a particular 
component of certain aviation stores. While carrying out the actual 
renewal work it was found that the quantity required for the job 
was much less than anticipated. Only 6,643 yards of silk were utili
sed during the period of 3 >ears upto July, 1955 and 34,630 yards 
were disposed of as surplus in 1956, at a loss of Rs. 1,39,593 after re
taining 6,427 yards to meet future requirements.

214. The Committee wanted to know the reasons for over-estima
ting the requirements of silk fabric. The D.G.O.F. stated that the 
original estimate was made on the basis of repairs done to a batch 
of considerably old stores. He admitted that they should not have 
placed the demand on the basis of an unusual wastage. In reply to 
a question, he stated that the silk fabric was disposed of through the 
D.G.S. & D.

ProcurcmeHt of itnwanled stores—para 21, page 18—Audit Report,
1959-

215. 44,690 lbs. of rivets and 12,06,218 dozens of screws procured 
l)y the Director General. Ordnance Factories during the period
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1950-51 to 1952-53 at a cost of Ss. 1,88,778 had to be disposed of in 
January, 1956 and July, 1957 at a loss of Rs. 81,885. llie rivets and 
screws were rendered surplus as the wooden boxes, for use in the 
manufacture of which they had been procured, were purchased 
ready-made from trade mainly because of insufficient manufacture 
ing capacity in the factory and a shortage of timber.

216. In evidence, the Director General, Ordnance Factories stated 
that the manufacture of boxes could not be taken up due to non
availability of timber and not because the manufacturing capacity 
was insufficient. The rivets and screws were procured on the expect- 
tation of producing the boxes, but this did not materialise. The 
Director General, Supplies and Disposals stated that one of the 
difficulties in procurement of timber was that the specifications laid 
down by the Defence authorities particularly with regard to mois
ture content were of high standard at that time. But, as these had 
since been relaxed by them, the procurement would not be so diffi
cult in future. In reply to a question whether it was not possible 
to supply the rivets and screws to the suppliers of boxes and obtain 
• reduction of price to that extent, the witness stated that from the 
actual experience in two other cases, it was found that the manu
facturers were not interested in such a transaction.
Avoidable expenditure incurred in the manufacture of furniture by 

an Ordnance Factory—para 28, pages 21-22— Âudit Report,
1959-

217. In this case due to lack of coordination between two fac
tories, against a requirement of 742 steel cup-boards, 645 steel cup
boards and 356 wo<^en ones (t.e. 1,001 in all) were manufactured. 
Apart from the fact that 259 cupboards had been produced surplus 
to requirements, the manufacturing cost at the Ordnance Factory 
was much higher than the price payable to the private suppliers, 
being Rs. 3,19,808 against Rs. 1,41,708 for 645 units.

218. Explaining the reasons for undertaking the manufacture of 
steel cupbrards, the Director General, Ordnance Factories stated 
that this was done in order to utilise the idle capacity of the factory. 
He attributed the hi^er cost of production to inclusion therein of 
certain overheads on idle machines and labour, which, if excluded, 
would make their cost comparable to that of private suppliers. In 
reply to a question, he stated that surplus cupboards would be 
utilised-
Manufacture of a ttore in an Ordnance Factory—para 29, pa^es 22- 

Z^Audit Report. 1959-
219. In this case, the Air Headquarters placed an indent in 

Anguit, 1949 on the Director Generd, Ordnance Factories for 4,790
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numbera of an item of aviation store. The Director G«ieral, Ord>- 
nance Factories acquired components and raw materials costing: 
Rs. 24.35 lakhs (including a large quantity of dlk fabric valued at 
Rs. 17.01 lakhs) to cover the entire quantity on order before success
ful production had been established and proper tests carried out 
Practically the entire quantity of raw materials had been lying; 
unused for 7 years.

220. In evidence, the Director General, Ordnance Factories admit
ted that it was lack of prudence on their part to proceed with pro
curement of components and raw materials required for the entire- 
quantity on order without establishing the production successfully. 
However, he added that it might have improved matters if the in- 
dentor had asked them to wait until the tests had been successfully 
established. As regards utilisation of the raw materials, he stated 
the material worth Rs- 8 lakhs had been utilised. The balance would 
be utilised against firm orders for another item and future orders ̂ 
except material worth Rs. 5i lakhs about which no decision had yet 
been taken.

In reply to a question, the witness stated that provisioning pro
cedure had since been modified and raw materials which were not: 
difficult to procure were indented from the D.G.S. & D. on the basis 
of the requirements for a limited period depending on the lead-time 
required by the D.G.S. & D. for procurement. In the case of new 
items, bulk orders were received only after the production had been' 
established.

Accumulation of raw materials and components in Ordnance Foe-
tories—paro. 30 (o), page 23—Audit Report, 1959—

221. The manufacture of certain components of a store was com
menced in a factory in September, 1955, although surpluses of the 
store were already available in another factory. As a result, com
ponents valued at Rs. 1,04,664 became surplus.

222. In evidence, the D.G.O.F. stated that as a result of sub
sequent demand for the components, the entire surplus stock had 
bem utilised. To a questicxi whether the D.G.O.F. had any c«tra - 
Used control system in his organisation over the stock balances of the 
main common user items in different factories, he replied that a 
system of material control at his Headquarters was still under 
consideration.

223. The Committee then took up consideration of the Audit para
graphs Totting to the Quarter Master General.



Quarter Master General
Purchase of automatic bottle filling and capping machines—para 19, 

page 11, Audit Report, 1958—

224. The Audit para disclosed that out of 2 automatic bottle filling 
and capping machines received in November, 1955 in two Military 
Farms, one was not being used at all and the other was being used 
hardly for an hour a day for filling purposes and about another hour 
for cap making. As a result of the introduction of these automatic 
machines, two hand operated capping and sealing machines (book 
value Rs. 3.900 approximately) already with the Military Farms 
were kept idle and stock of old model bottles, paper hoods, discs 
and rings etc. (costing Rs. 66,700) had been rendered surplus.

225. Explaining the circumstances leading to the acquisition of 
the automatic bottle filling and capping machines, the Quarter 
Master General stated that these were purchased in pursumice of the 
recommendation of the Dairy Farms Expert Committee to modernise 
the milk production on hygienic lines. He could not state the 
reasons why after disapproval of the proposal for purchase of the 
machines in Januarj-, 1953, the Quarter Master General decided to 
order these machines in December, 1953. He added that while one 
of the machines was installed in 1955, there was inordinate delay in 
the installation of the other machine, which was done in 1958. In 
reply to a question the witness stated that the two hand operated 
machines were lying idle. As regards the utilisation of the two 
automatic machines, he informed the Committee that these were 
being used for about 6 and 3 hours a day, respectively, tht- total milk 
production being 9,000 lbs. He admitted that their capacity w«.s 
not being fully utilised.

Consolidated Trading and Profit and Loss Accounts oj Military
Farms—para 27, pages 17-18—Audit Report. 1958—

226. The Audit para disclosed that in the Accounts of Military 
Farms free issues of milk constituting 98 per cent, of the total supply, 
which consisted primarily of ‘reconstituted’ or ‘standard’ and 
‘blended’ milk were priced as pure milk which formed only 2 per

■ cent, of the supply. The system did not reflect correctly the econo
mics of the administration of the Dairy Farms. These accounts, 
therefore, needed recasting.

227. In evidence, the representative of the Ministry of Defence 
stated that an Expert Committee which was appointed to go into the 
questions of reorganisation, financial and economic policy etc. in 
regard to the Miliury Farms had recommended in its report sub-

nnitted in December, 1958, that another Expert Committee to
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appointed to review the accounting system and pr ce structure etc. 
When asked to state the reasons for delay in appointing of the 
second Expert Committee, the witness replied that this was not done 
pending the decision on the major recommendation of the first Com
mittee regarding bifurcation of the Organisation into Farms and 
Veterinary departments. He assured the Committee that the 
second Expert Committee would be appointed early.

Arrears in Rent Reccmenes—para 28—pages i8-2(̂ —Audit Report, 
1958-

228. The Audit paragraph disclosed arrears in recoveries amount
ing Ui Rs. 2,79,39,895 as on September 30. 1957 in respect of the r«*nt 
bills i.ssucd up to March 31. 1957.

229. The Committee wanted to know the progress made in the 
rptovery of outstanding amounts. The representative of the Min-
i.str>- of Defence stated that the arrears as on 31-3-1959 amounted to 
Rs. 2,59,00,000. As a result of discussions with the Ministry of 
Rohabilitation. the rent demand had to be revised and reduced to 
the extent of Rs. 1.09 crores. Some other cases had also been 
finalised. After adjustment of Rs. 12 lakhs against the Railways, 
the arrears will stand reduced to Rs. 1.38 crores. As regards the 
amounts due from private parties, contractors, etc., the witness 
stated that the outstandings had since increased to about Rs. 32 
lakhs from Rs. 19-99 lakhs, due to revision of certain rent bills for 
the period 1952 to 1957. The Quarter Master General stated that in 
ccrtain cases recoveries were resisted by contractors and certain 
semi-Government bodies as rents had been enhanced with retrospec
tive effect. In another case, certain units alleged non-receipt of « 
correction slip issued in 1952 laying down enhanced rates of rent. 
The Committee enquired whether any recovery bad been made from 
private parties. The witness stated that in the army, practically 
nothing had been recovered. A Review Committee had been 
appointed to go into the cases. The Committee wanted to be fur
nished with a note stating the latest position of outstanding dues 
from the Government Departments, private parties, contractors etc., 
and reasons for delay in recoveries/adjustments.

Non-realisation or delay in realisation of dues from a priratr club—
pora 29~page.s 20-21—Audit Report. 195S—

230. In this case, 41 buildings and 15.4 acres of land were handed 
over to a private club between May. 1947 to January, 1949 without 
entering into an agreement for lease. The club vacated 26 out of 
41 buildings by July. 1954 and vacated the rest and the land on 
S^t**nber 1, 1956. *n»e dues to Government by the club had



amounted to Ba. 62,147 b f that ttma Mil of vhlch th* dub paid 
Ba. 8.S89 In July, 19H Govenunent had issued orders fixing the 
sale value of the buildings and the terms for lease of the land. Tliese 
were cancdled in October, 1957. They permitted in lieu the 
recovery of rent for 4 674 acres of land and td the buildings occupied 
by the dub from time to time on that area alrae.

231. In evidence, the representative of the Ministry of Defence 
that the buildings and land appurtoiant thereto were handed

over to the Club in 1947 by the thoi Sub-Area Commander, who 
was the honorary president of the club, without entering into any 
agreement or lease deed. As regards the position of recovery of 
arrears of rent frcm the club, the witness stated that the dub had 
cmtested Government’s ri^ t to collect the rent for land and th^  
were prepared to pay only a small sum as rent ol the buildings. Ilie 
matter regarding recovery of land rent was pending in the H i^  
Court As rc;gatds the diqwte about rental of the buildJngŝ  advice 
of the District Government Pleader was taken but not foond satis
factory. Advice of the Ministry of Law was being sou^t In 
reply to ■ question, it was stated that explanation of the Sub-Area 
Commander could not be obtained as he had migrated to another 
country.
Furekase of milk cooling and posteuming Plants—para 19—page 17

—Audit Report, 1959—
232. Acceding to the Audit Report, out of ten milk coding and 

pasteurising plants costing about Rs. 3-80 lakhs purchBsed between 
Septonber, 1954 and March, 1958 fbr use in the Military Farms, nine 
plants had not been installed by April, 1959.

233. In evidence, the Quarter Master General stated that by April,.
1959, actually 5 out of 10 machines had been installed, llie  Direc
tor of Audit, Defence Services, stated that no r^ ly  was received by 
him on this paragraph and that he assumed that the factual correct
ness of the paragraph was «ccepted by the lifinistry. As regards 
expenditure incurred on the purchase of ice, the representative of 
tiie Ifinlstry of Dcfence informed the Committee that the actual 
figure worked out by the Court of Enquiry was Rs. 1,01,000, not 
Rs. 73,887, as stated in the Audit Report.

234. The Quarter Master General admitted that there was lack 
of planning <m their part to purdiase 10 machines, all of which were 
not immediately required. Tliere was also delay in their installa
tion due to the various reasons mentioned by him. The present 
poiItlMi was that only six madUnes were being utilised and the 
nmalning four were idle. The Defence Secretary stated that a



Court of Enquiry whldi waa appointed to investigata Into tiw 
had recommended action against certain offleem.

Delay in disposal of Government buildinpj—poro 4&—page 30— 
Audit Report. 1959-

235. In two stations certain Government buildings remained 
vacant for periods varying fnan 5 to 9 years, during which an expen
diture of Rs. 23;i71 was incurred on the wages of Chowkidars detail
ed for watching the buildings. The buildings were finally disposed 
o f by auction in December, 1954, April and July. 1956 for Rs. 13,660 
only against their book value of Bs. 1,97,225.

236. The Committee wanted to know the reasons for delay in dis
posal of these buildings. The representative of the Ministry of 
Defence stated that the property was in the possession of the State 
Govenunmt till August, 1951. A Board of Officers appointed to 
assess the requirement of the buildings recommended their reten
tion. As the buildings needed a lot of repairs, th ^  subsequently 
decided to dispose them of. The Comptroller and Auditor Gentfal 
pointed that in the case of one building, decision had already been 
taken by the Q.M.G.'s Inter-Service Committee at its meeting held 
on the 13th November, 1947 that the property was surplus. The 
representative of the Ministry of Defence stated that subsequent to 
this decision the property was offered to the State Government and 
a local body, and the matter remained under omsideration till May,
1955. The witness admitted that there was avoidable delay in the 
disposal of the pn^rty.

Accommodation for officers in hotels—para 46—pages 31-32—Audit 
Report  ̂ 195^"

237. In me station, in June, 1949, the rent element included in 
the hotel charges which was reimbursable to the officers concerned, 
was fixed at flat rates of Rs. 12 per day for married officers with 
children and Rs. 9 per day for married officers without diildren. As 
these rates were not related to the total hotel charges incurred by 
the officers at different hotels, they led to anomalous results; for 
-example, in a case when total hotel charge was Rs. 12-8-0 per day for 
an officer with family, the dement of charge for food and services 
worked out to annas 8 only; in another case it was Rs. 2 per day and 
in certain cases, nil.

238. In evidence, the representative of the Ministry of Defence 
admitted that the case was unsatisfactory. Two of the officers 
responsible had expired and two others retired from service.

t f



Arrears of rent, etc. due from a private party—para 47, page S i— 
Audit Report, 1959—

239. Under instructions from Army Headquarters an amount of 
Rs. 10,000 due from a private club for the rent of certain premises of 
a Military Farm for keeping 50 hunting dogs, etc. and of residential 
quarters for the attendants of these animals, for the period October 
1952 to February 1957 was removed from the books of thf Farm and 
further issue of rent bills was stopped.

In evidence, the Quarter Master General stated that as the hunt
ing dogs were regimental property, no rent for occupation of the 
premises of the Military* Farm and residential quarters was payable,

Arrears of rent due from a Service Ofltcers' Club— para 48— pago 32— 
Audit Report. 1959—

240. In 1949, a Committee made over a swimming pool with ancil
lary buildings so Government who entrusted the properly to the 
Miiitary Engineer Services for maintenance. Since then, the a.ssets 
wer-.' being used by o club of Service Officers without payment of 
rent or maintenance chtirges. The question of recovery of rent 
from the club was taken up in audit in 1953 but the final decision of 
Govpi-nment was still awaited.

250. In evidence, the representative of the Ministry of Deicnce 
stated that the property was acquired by a registered society by 
public donations and subscription.s. By o resolution pns'H by ihf» 
society on February 2, 1949. it was transferred to the militarx- autho
rities for the use of the Defence Services. The M.E.S. liad been 
billing the service (ifBcer.';' club at R.s. 1.400 per m;>nth for ihe r-.iU 
of the premises. The matter was considered in consultation with 
the Ministry of Law who held the view that in the ab.senc ■ of a 
registered deed the building could not be deemed to have be « trari.';- 
ferred to Government end sugge.sted the formal acquisition of the 
building by Govemmfnt. Tlie Ministry were inclined to charge 
only a token rent of Re 1 per month from the service club. In 
reply to a question, the witness stated that after the formal transfer 
of the property to Government the service club would be made 
responsible for its maintenance.

Avoidable expenditure on posting of an officer abroad^para 49, 
page 33—Audit Report, 1959—

251. In this case, a Commissioned OfBcer selected for transfer aa 
Military Attache in a foreign country was certified on March 17,. 
19S6, as lit by an Army M ^cal Board, althouj|h on December K  
1#S5 he had undergone a major operation for pulmonaiy tubmuloslau
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On April 9, 1956 (the day previous to his embarking) the ofBcer 
reported sick at the Military Hospital, Bombay, where the local 
Medical authority advised him not to undertake the voyage. The 
rfftcer, however, sailed on April 10, 1956 at his own risk for his new 
post via London. It was decided by Government on July 28, 1956 
to recall the officer from London on the advice of the medical 
experts in the High Commissioner’s Office, London and he sailed 
back for Bombay on August 17, 1956. A sum of £2,152 (Rs. 28,693) 
was incurred on the cost of passages both ways and charges for 
accommodation of the officer and his family in London.

251. In evidence, the representative of the Ministry of Defence 
slated that on the 17th March. 1956 the Medical Board placed the 
.ifficer in the medical calegorj- ‘A ’—fit for duty anywhere in the 
world. The officer was, therefore, considered fit at th<' time of 
issue of posting orders on the 31st March. 1956. Although, on the 
9th April. 1956 o day before sailing for London he was advised by 
the local Medical Authority at Bombay not to proceed, he felt much 
b- tter on the next day and decided to sail as the arrangements for 
the voyage had already boon made by him. Further, there were 
no definite f»rd»*r.s preventing him from undertaking the voyage. 
Subsequently, ns ti matt-:r of precaution, instructions were issued to 
the High Commissioner in U.K. not to allow the officer to proceed 
further until he was found fit by a tre.ih Medir.̂ .l Board. Although 
the .«:econd Medical 13 >ard "n 23-'-1956 did not find him unfit, the 
oflicer w;i<; rcluftnnt tu proceed In his new p>st on account of vary
ing mrdical reports about hi.'? health and offered to be considered for 
an appointment in the U.K. Government, after consideration of the 
case, decided to recall him from London and to bear the expenditure 
on his posting. The witness added that this officer who retired 
from servic** on the 21.st September. 1957, had not been paid a sum 
of Rs. 7,326 due to him on account of his pay and allowances. The 
payment had been withheld pending consid-rution of the case by 
the Public Accounts Committee.

In thf light of the circumstances explained by him. the Secretary 
added, that the infructuous expenditure incurred on the posting of 
the officer, was beyond his control and it would not be fair to 
penalise him by withholding the sum due to him.

252. The Committee then adjourned till 10.00 hours on the 6th 
February, 1960.



:p ro ce ed in g s  o p  th e  f iftie t h * stitin g  of  th e  pu b lic
ACCOUNTS COMMITTEE HELD ON SATURDAY, THE 6TH 
FEBRUARY. 1960.

:253. The Committee sat from 10.00 hours to 13.00 hotirs.

PREMSNT

:Shri Upendranath Barman—Chairman

MBBans

2. Shri T. Manaen
3. Shri Maneklal Maganlal Gandhi
4. Pandit Jwala Prasad Jyotishi
3. Shri Shamrao Vishnu Parulekar
6. Shri Radha Raman
7. Shri Rameshwar Sahu
8. Shri Jaipal Singh
9. Shri Aurobindo Ghosal

10. Shri Yadav Narayan Jadhav
11. Shri Amolakh Chand
12. Rajkumari Amrit Kaur
13. Shri Rohit Manushankar Dave
14. Shri T. R. Deogiriicar
15. Shri Suroidra Mohan Ghose
16. Shri Jaswant Singh.

Shri A. K. Chanda—Comptroller and Auditor General of 
India.

Shri G. S. Rau—AddL Dy. Comptroller and Auditor General. 
Shri P. K. Basu—Director of Audit {Defence Services).

Sbcretasiat 
Shri V. Subramanian—Dy. Secretary.

Shri Y. P. Passi—Under Secretary.

*Fbc»-filoth idated to the dimiitiM of the poinu vising from the
AnditRcporti, Dcftace Scrvfen. i958*S»-



W iTNESSBB 

Ministry of Defence

Shri O. Pulla Reddi—Sccretarj/.
Shri R. P. Sarathy—Addl. Secretary.
Shri S. P. Nargolwalla—Joint Secretary.
Shri M. G. Kaul—Joint Secretary.
Shri J. S. Lall—Joint Secretary.
Air Vice Marshal D. R. Nanda—Di/. Chief 0/ Air Staff.
Air Commodore Chaturvedi—A.O.M.
Commodore P. K. Mukherjee— C.O.M.

Commodore Kirke— Chief of Naval Aviation.

Ministry of External Affairs

Shri B. N. Chakravarty—Special Secretary.

Ministry of Works, Housing & Supply

Shri V. N. Rajan—Director General, Supplies & Disposals.

Ministry of Finance (Defence)

Shri S. Jayasankar— Financial Adviser.
Shri Phul Chand—C.G.D.A.

The Committee took liji further consideration of the Audit 
Reports (Defence Services). 1958 and 1959.

Air Force

Over provisioning of stores—para 12, pages 6-7—Audit Report, 
1958—

254. In June, 1953, the Government of India entered into a con
tract with a foreign Government for the purchase of a number of 
aircraft. The contracts for spare parts, were, however, concluded 
by the Government of India direct with two foreign firms who 
manufactured these spare parts and the foreign Government was 
not specially made a party to these contracts in which no stipula
tion was included about the buyer’s right to alter the contracted 
quantity of the last order within one year of the date of placing the 
order, although the original contract with the foreign Government 
contained a provision to this effect. As a result of this omission, 
reduction in quantities in the light of actual Indian experience in 
overhaul and maintenance could not be effected, resulting in unpro
ductive expenditure. A review carried out by a team of experts 
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early in 1957, disclosed surpluses in maintenance spares to the extent 
of £150,000 (Rs. 20 lakhs approximately). The experts also found 
that 23 of the 26 Turbine Wheel Assemblies valued at £  45,86T 
(Rs. 6,11,560) were in excess of requirements- In the case of four 

other items of spares, related to the same aircraft, procurement on 
the basis of manufacturers’ recommendations had also resulted in 
overstocking to the extent of £ 64,598 (Rs. 8,61,306).

255. Explaining the reasons for placing the contracts for spare 
parts with manufacturers direct, the representative of the Ministry 
of Defence stated that it was considered that a contract with the 
foreign Government would entail delay in procurement of spares 
which were urgently required at that time. With regard to over
provisioning of spares, he stated that as the Air Force had no ex
perience about this new aircraft, they based their requirements on 
the recommendations of the manufacturers. When asked to explain 
the urgency for placing the order in August, 1954 for the third to 
fifth years’ requirements which, in terms of the contract, could be 
indented by June, 1956, the witness stated that Government wanted 
to avoid dependence on the manufacturers for these spares, as the 
aircraft was likely to go out of manufacture.

256. The Committee enquired the reasons for otrission from the 
contract of stipulation about the buyer’s right to alter the 
contracted quantity of the last order within one year of the date of 
placing the order. The representative of the Mini.stry of Defence 
stated that they included an alternative clause under which they 
could cancel or reduce the order on payment of compensation for 
the material which was procured upto the date of cancellation. This 
clause was more favourable to Government inasmueh as it did sot 
restrict their right to cancel the order to any specific period. Under 
this clause they were able to get reduction in the order to the extent 
of £ 25,270.

257. As regards the surpuls stock of spares, the representative of 
the Ministry of Defence stated that as the life of the aircraft was 10 
years, the spares purchased for 5 years’ requirement were expected 
to be utilised within the life of the aircraft. He did not, therefore, 
consider that there was over-provisioning of spares in this case. The 
representative of the Air Headquarters stated that at the time of 
ordering the spares in 1954, it was assumed that even if the five 
years* requirements as based on the manufacturers’ recommendation 
proved to be excessive, these would be utilised during the life of the 
aircraft.
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Purchate of Aero-engines—para 13, page 1—Audit Report, 1958—
298. In September, 1955, the Air Headquarters «iquired of the 

Air Adviser to the High Commissioner for India in the United 
Kingdom, the prices of an aero-engine, pending a final decision in 
regard to the procurement of three additional aero-engines for 
reserve. The suppliers quoted £  12,500 (subject to wage variation) 
for each aero-engine. This quotation held for 90 days. Thejr made 
it clear that if orders were placed after the period mentioned, the 
price would be higher. It was decidcd in November, 1955 to accept 
the price quoted. But the indent was delayed till January 27, 1956. 
Meanwhile, the validity period had expired on January 16, 1956. 
The revised quotation of £  13,975 (subject to wage variation) had 
thus to be accepted.

259. The Comptroller and Auditor General informed the C!om> 
mittee that the case had since been discussed by him with the Chief 
of the Air Staff who showed him the relevent papers and report of 
the Court of Enquiry instituted to investigate it. According to the 
Chief of the Air Staff, although there was delay in placing the 
order, this did not affect the prices which were increased on account 
of certain modifications carried out in the equipment.
Procurement of equipment—para 26 (o). page 20—Audtf

Report, 1959—
260. In 1954, 26 twin-engined transport aircraft of a particular 

make wore purchased together with 24 reserve engines. In April, 
1954 it was decided that the work of overhauling the engines should 
be entrusted to an Indian Company which was already handling the 
aame engine. Due to difference between the Company and Defence 
authorities regarding the provisioning of spares and payment oi 
commissions to the Company, arrangement could not be finalised 
till December, 1956, by which time a large number of engines were 
immobilised pending overhaul. The contracts for suppiy of spares 
could only be finalised between September, 1957 and February,
1958.

As a result of the delays in the finalisation of the overhauling 
agreement with the Indian Company and In procurement of spares, 
a critical situation in transport fleet had developed and 12 recondi
tioned engines had to be ordered from abroad in August, 1957 at a 
cost of nearly Rs. 30 lakhs.

In evidence, the representative of the Ministry of Defence stated 
that althou^ there was delay in finalising the overhauling agree- 
m oit with the Indian Company, the overhauling work was not held 
up. Tlie first batch of 7 engines which needed overhaul in March,
1956 was overhauled by the Company even before the agreement
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was finalised. He added that, the additicmal engines were purchased 
not due to delay in entwing into an agreement with the Ccnnpany. 
Tliese engines were purchased to increase thdr reserve of mgines 
consequent upon reduction in 1955 of the maximum operating time 
from 700 hours to 500 hours per engine by the country of origin. 
Originally the manufacturers had recommended purchase of 48 
reserve engines but it was thoi decided to acquire only 24 reserve 
engines on the basis of 700 hours c )̂erating time per engine.

261. The Comptroller and Auditor General quoted from a note 
dated 4th Ivlaich, 1958 written by the Chief of Air Staff in which 
the latter had pointed out that more than half of the particular type 
of aircraft were unserviceable awaiting overhaul, a situation which 
would cause serious operational repercussions. He had expressed 
cmcern at the delays that had occurred in executing the overhauls.

262. Explaining the reasons for delay in finalising the agreement
with the Company, the representative of the Ministry stated that 
it remained under discussion as to whether the spares should be
procured by the Air Force or the Company. According to the agree
ment entered in December, 1956, the Air Force were to procure the 
spares but subsequently it was changed providing for procurement 
of spares by the Company for 40 engines, as this was considered 
more economical and exp^itious. To a question whether it was 
not more economical to purchase the spares d'rect through the I.S.M., 
Wslshington instead of payment of commission to the company, the 
representative of the Ministry of Finance (Defence) stated that in 
the case of this batch of 40 engines it was decided to entrust the 
procurement of spares to the Company in order to avoid delay in 
supply. For the subsequent purchase of these spares, procurement 
through the I.S.M. direct would be considered.*
Para 26(b), Page 20—Xudit Report, 1959—

263. While placing an indent in December, 1950, for 55 sets of a 
particular store, the fact that 50 sets had already been ordered in 
December, 1948 was overlooked. This resulted in stores worth 
Rs. 2,10,400 becoming surplus to requirements.

264. In evidence, the representative of the Ministry of Defence 
stated the total requirement of this store was 65 which was ordered 
\idetwo indents for 10 and 55 nimtbers. In the first indent, althouf^ 
the quantity ordered was 10, it was shown by the manufacturers 
as 60 in their lists. The Air Adviser In the H i^  Commissioa, U.K. 
and a representative of the Air Headquarters who subsequently dis> 
cu«ed the matter with the manufacturers confirmed that there was 
AO difference between the quantity indented and that diown in the 
manufacturers* records. On this assumpticHi, the subsequent Indent
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for 55 numbers was placed. But, the quantity actually received 
•gainst the first indent was found to be 60 and not 10. The witness 
admitted that the officer of the Air Headquarters had failed to check 
up with the manufacturers the quantity under supply against the 
first indent. The officer concerned had since left the Indian Air 
Force.

The witness added that the stores had become surplus as a result 
of introduction of a modification in the aero^gine concerned In 
1954. As regards the utilisation of the surplus sets, he stated that 
the normal procedure was to keep them on the inactive list t<« a 
certain period to see whether these could be used further or to 
dispose them of lator. In reply to a question, he admitted that the 
disposal value of the aircraft stores was very small.

Para 26(c), Page 20—Audit Report, 1959—

265. 18 Transmitter/Receiver sets which were incapable of air to 
ground communication in India came fitted in certain aircraft re
ceived during April to December, 1954. In spite of this, an indent 
for 4 additional units of the same type of set was placed in August,
1954 as maintenance equipment. The aircraft was fitted with an< 
other type of inter-communication set in 1955.

266. In evidence, the representative of the Ministry of Defence 
stated that 4 extra sets were purchased for maintenance reserve for 
the aircraft until the replacement of the sets fitted therein by 
another type of set. In reply to a question he stated that all the 
22 old sets were being utilised for training purposes.

Infnictuous expenditure incurred on overhaul of aero-engines— 
para 51, pages 34-35—Audit Report, 1959—

267. Out of 226 aero-engines purchased at a cost of about Rs. 138 
lakhs during the period of 1949 to 1952, 206 numbers were over
hauled by an Indian concern at a cost of Rs. 22,30,578 but due to the 
unexpected rate of failures, ull the Aircraft fitted with these engines 
were ordered to be grounded in December, 1952. The manufacturers* 
representative, after inspection of these engines, suggested certain 
improvements and modifications in overhaul technique, as a result ot 
which it was decided in July, 1953, to get 106 engines re-overhauled 
by the same Indian ccmcem on ‘cost plus’ profit basis. The pro
gramme of overiiaul continued till June, 1955 when it was decided 
to suspend all wwk in this omnection and In November, 1957 it was 
decided to withdraw the aircraft from service.



268. In evidence, the representative of the Ministry Defence 
stated that the failures in engines were not due to defective over
hauling but certain structural defects in the engines, which were 
modified on the advice of the experts s«it by the manufacturers. 
In reply to a question the witness stated that it was decided to 
overhaul and re-overhaul the engines in order to keep the old type 
of aircraft in service until new types of aircraft were available for 
r^lacement. The Committee would like to reserve their opinion 
on this case till further investigation into the matter.

Navy
Procurement o/ unwanted boats—para 14, page 8—Audit Report, 

1958-
269. Indents for four each of two types of boats for training purpos

es were placed by Naval Headquarters on the Director General, Sup
plies and Disposals in June, 1953. They were received between 
June, 1956 and January, 1957. On September 12, 1956, the Naval 
Headquarters informed the Defence Ministry that as a result of ex
perience gained during the previous years, these boats would not 
meet the purpose intended. Further demands for three each of the 
s«me t>’pes of boats had, however, been placed on the Director Gen
eral, Supplies and Disposals as late as September 1. 1956. The 
orders for supply of the boats were placed by him on January 23 
and January 29, 1957. An attempt was made only on February 28,
1957 to cancel the demands but this could not be done without 
payment of compensation. The additional boats were received dur
ing S^tember and November 1957. The expenditure of Rs. 3,86,963 
incurred on these purchases thus became infructuous.

270. According to Audit, at their Conference held on 7th May
1956, the N.C.C. Circle Commanders had expressed the view that 
the boats would not be suitable for training of the N.C-C. units, 
while the sanction to the purchase of additional boats was accorded 
on the 15th June, 1956. The Committee asked the justiAcation for 
placing sr, order for additional boats on September 1, 1956, in spite 
of the view of the N.C.C. Drcle Commanders' Conference regarding 
unsuitaUlity of these boats. The representative of the Ministry of 
Defence stated that the final decision about the boats was taken by 
the N. C. C. Circle Commanders at the meeting held in November, 
1956 and was conveyed to the Naval Headquarters in the same 
month. In the meanwh'le, on the basis of the experience gained 
from the use of these boats by the National Defence Academy, the 
Naval Headquarters had Infonned the Ministry of Defence on Sep
tember 12,19S6 that they were not suitable for the purpose intended 
bm their indent was not cancelled at that stage, as the matter was
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under consideraticm by the N.C.C. Circle Commanders. A itn  the 
decision of the N.C.C. Circle Commanders was taken in November, 
1966, an attempt was made in February, 1967 to cancel the order 
placed in September, 1956. In reply to a question the witness stated 
that out of 14 boats, 10 had already been issued to imits and the 
remaining 4 earmarked for issue in the next 18 months. The 
craft was being used for purposes other than they were purchas
ed for.

Acquiahion o/ aircrafts for the Navy—para 23, pages 18-19—Audit 
Report, 1959—

271. In July, 1958, Government sanctioned the purchase of 9 re
conditioned naval aircraft of a certain type at a cost of £  55,000 
each. The decision to purchase reconditioned aircraft was takm 
»s the aircrafts were retiuired in front-line service only for 3 years, 
whereaflor they would have to be replaced by more modem units. 
Market for old aircraft was al ' . .irable at that time (about
£ 12,000 cheaper per unit than new jiircraft). In November, 1958, 
however. Government sanctioned the purchase of 14 new aircraft 
i>f tho same type at a cost of £  67,998 each which resulted in an 
extra cxpenditurr of £1,82,000 approximately.

272. The Committee asked the justification for the purchase of 
14 new aircraft in November, 1958 while the reconditioned ones were 
considered suitable earlier. The representative of the Ministry of 
Defence stated that the earlier decision to piu‘chase 9 reconditioned 
ah^rafts was taken, as these were required for initial training when 
the wastage was expected to be high. The second batch of aircrafts 
was required for operational purpose by a regular squadron and on 
the recommendation of a departmental committee it was decided 
to purchase new aircrafts. It was considered, that while the life 
of a reconditioned aircraft might not be extendable beyond 3 years, 
a new unit could be used for a i>eriod longer than 3 years. In reply 
to a question, the witness stated that the total life (rf a new aircraft 
was 6 to 9 years but its operational life was certified for a period of 
9 years after which it needed reconditioning. A reconditioned air
craft was certified for a further operational period of 3 years. When 
asked whether in view of longer life of a new aircraft it was not con
sidered economical to purchase new units for training which was 
a continuing necessity, the witness replied that rate of wastage 
(luring training being higher, it was decided to acquire reconditioned 
Alivrafts at a lesser cost. He added that as the new aircraft would 
get older they would be utilised for training purposes. He could 
not give the actual wastage flgure, as the training had been started 
recently.
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Procurement of unwanted stores—para 24, page 19—Audit Report,.
1959^

273. A Naval Store Officer indited for 20 units of a particular 
store on three successive indents placed in December, 19S4, April,
1955 and November, 1955. But when he was asked in May, 1956 by 
another Naval Store OfBcer to review his requirements, he intima
ted in June, 1956 that he did not require the store at all. In spite 
of this, the order already placed on D. G. S. & D. in February, 1956 
for 12 imits was allowed to stand. The D. G. S. & D. entered into 
contract for this number in October, 1956. An attempt was made 
to cancel the contract only in February, 1957 but it proved abortive.

274. The Comptroller and Auditor General informed the Com* 
mittee that the stores were new being utilised by the Navy. The 
r^resentative of the Ministry of Defence stated that the original 
estimate was rather conservative.
Overtime Payments to workers in the Naval Dockyard—para 50,

pages 33-34—Audit Report, 1959—

275. In a Section of the Naval Dockyard overtime was claimed by 
workers on practically every working day during the month of 
December, 1955 and in some cases the actual hours of work done 
including overtime totalled 12 to 20 hours a day for five or six days 
in a week. A Board of Enquiry, constituted for the purpose report
ed in November, 1956, after reviewing the records for 4 months 
ending February, 1956 (during which a sum of Rs. 4,96,955 had 
been disbursed as overtime) that in the Dockyard the proper pro
cedure for preparation of overtime documents had been persistently 
disregarded, that these documents contained unattested and|or 
unauthorised overwritings, erasures, insertions and substitutions and 
that in some cases the overtime data appeared suspicious. The 
Board also found that the system prevailing in the Dockyard pro
vided opportunity for malpractices, as supervi.sion on overtime was 
inadequate. They suggested that as a more detailed examination 
might reveal serious irregularities, careful Departmental enquiries 
shoidd be instituted into the cases of over-payments suspected by 
the Board.

276. In evidence, the representative of the Ministry of Defence 
stated that as a result of the recommendations of the Board of 
Kiquiry, disciplinary action was initiated against seven persons. In 
four cases charges were dropped and in the other 3 cases, 2 electrical 
fittm  and a time-keeper were dismissed. Steps were also being 
taWm to recover the overpayments to the extent possible. In reply 
to a question the representative of the Naval Headquarters stated
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that no action was taken against any officer for overlooking ua> 
authorised insertions, erasures etc. in this case as it was not possiU*  ̂
for them to check the overtime documents while signing them be> 
cause apart from their day-to-day technical work they were requir
ed to sign several thousands of such documents and authorisations 
every day. As regards the action taken to ranedy the defects point
ed out by the Board in the system, the witness stated that strict 
administrative instructions on the subject had been issued to pre
vent fraudulent entries being made in the overtime record. H« 
added that extra staff had also been sanctioned to bring down the 
incidence of overtime.

Ministry of Defence
Avoidable expenditure oii rent—para 36, page 27—Audit Report, 

1959^
277. A first floor fiat was rented by a Mission abroad for an Army 

Officer at a rent of Rs. 738 p.m. from October, 1, 1956. The Officer 
moved into a ground floor flat on August 1, 1957 with rent of Rs. 851 
p.m. and the first floor flat remained vacant until August, 17 1958 
except for the period from August 24, 1957 to February 6, 1958 re
sulting in an avoidable expenditure on rent of about Rs. 5,200 and 
an expenditure of Rs. 805*93 on the ground floor flat for the removal 
and refitting of gas, electrical etc. fixtures.

278. In evidence, the representative of the Ministry of External 
Affairs stated that the officer concerned was allowed to move to the 
ground floor flat as he was entitled to that accommodation. As re
gards keeping the first floor flat vacant, the witness stated this 
actually resulted in a saving. The flat was occupied for about 6 
months by the Minister posted there who would otherwise have 
to stay in a hotel. Subsequently the flat served as a transit camp 
for a number of officers posted at the station, who would other
wise have to be accommodated in hotels at a higher cost. The total 
estimated saving was stated by the witness as Rs. 3000. In reply 
to a question, he stated that saving was not fortuitous as they were 
expecting some postings at the station.

Ministry of Finance (Defence)
Internal check of pension payment—paro 37, pages 27-28— Âudit 

Report, 1959—
279. Since 1951-52, a qualified certiflcate of internal audit of pen

sion disbursement accounts has been furnished by the Controller 
G«ieral of Defence Accounts partly on ground of non-receipt In 
time of pension payment documents from certain Disbursing Officers
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and partly delays in the completion the check in the Accoulits 
cS6^ itself. The Audit paragraph disclosed the position of arrears 
roughly as below: —

(i) One hundred payment accounts pertaining to 1957*58 were
await'ng check at the end of October, 1958.

(ii) 2,382 ‘change statements’ were awaited at the end of 
December. 1958, from various Pension Disbursing Officers.

(iii) A large number of Pension Cards had either been missing 
or mislaid in the I'ffice of the Controller of Defence Ac
counts over a perii>d of years.

280. Explaining the present position, the representative of the 
Ministry of Finance (Defence) stated that the arrears had since been 
cleared. Out of 11.846 cards reported untraceable in May, 1957, only 
2 were missing in October, 1959 which were reconstructed. In 
reply to a question he stated that in the absence of a card, pension 
payment which wae madf by the various Disbursing Officers was 
not held up but audit thereof was postponed. Even if a card was 
missing, the payments could still be checked with the original 
authority available. It was also stated that the losses of cards were 
Jargely misplacements resulting from the manual system

Ministry of Defence
Ditpoaal of land— ixira 34—page 26—>ludit Report, 1959—

281. On September 5, 1956, the ‘bhoomidari rights’ over ceruin 
camping grounds measuring 36'66 acres were put to auction. The 
higl^t bid of Rs. 12,500 was accepted and 10 per cent of the bid 
was deposited on the same date by the successful bidder as earnest 
money. On October 12. 1956, the former lessee of the land who 
had bid Rs. 12,000 only at the auction represented that ‘bhoomidari 
r io ts ’ should be transferred to him for Rs. 12,000 as he had qient 
considerable sums on tiio development of the plot during the period 
of his lease. The represents, rn was initially turned down by 
Government, but later on February 4, 1957, it was decided to allow 
him to have this plot for Rs. 12,501 and the tranrfer was effected on 
AprU 5. 1967.

282. The Comnuttec- wanted to know why a deviation was made 
hi this case from the accepted principle by not transferring the land
u. the highest bidder. The representative of the Ministry of Defence 
staled that as the former iMsee had been cultivating the land lor 
tour years, which was previously barren it was decided to allow
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him to have the plot for R». 12,501 i.e. one rupee more than the 
highest bid. As regards the itsgul puaivii/n, vviincv;s .>vUtci.i ;.nt 
Government had the right to accept or decline the hipest bid, even 
after receiving the earnest money.

Stock verification—paras 23>26—pages 14-17—Audit Report, 1958 
and paras 31-33—pages 24-25—Audit Report, 1959—

283. The representative of the Ministry of Defence stated that 
there had been considerable improvement in store accounting and 
stock verification in the recent years and all efforts were being 
made to tighten up the procedure in this behalf.

284. The Committee then adjourned sine die.
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PR0CEBDING6 OF THE SIXTY'SECOND* SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON FRTOAY, THE 
28TH APRIL, 1960.

285. The Committee sat from 10.00 hours to 11.15 hours.
PRESENT

Shri Upendranath Barman—Chairman.
Members

2. Shri T. Manaen
3. Shri ManeUal Maganlal Gandhi
4. Pandit Jwala Prasad Jyotishi 
5- SSiri Radha Raman
6. Shri Rameshwar Sahu
7. £Uiri T. Sanganna
8. Shri Jaipal Singh
9. Shri Yadav Narayan Jadhav

10. Rajkumari Amrit Kaur
11. Shri Rohit Manushankar Dave
12. Shri Surcndra Mohan Ghose
13. Shri Jaswant Singh.

Shri G. S. Rau—Addl. Dy. Comptroller and Auditor- 
GeneraU

Shri P. K. Basu—Director of Audit, Defence Servicet.
SECnETARIAT

Shri V. Subramanian—Deputy Secretary.
Shri Y. P. Passi—Under Secretary.

286. The Committee considered and approved their draft Twenty- 
ninth Rqx>rt on the Appropriatim Accounts (Defence Services), 
1956^7 and 1957-58 and Audit Reports. 1958 and 1959 subject to 
certain additions and alterations here and there.

287. The Committee then adjourned «in« die.

•FUlf-Snt 10 Sigy-tot tittiMi rchtcd to the ccaridcwtlcB of the dnftaaad, ajH. 
a4tk> a5d>> »7ih, sSdi andjoth K^octt of the Cmmlttoe-
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U S T  OF AUTHORISED AGENTS FOR THE SALB OP PARLIAMENTARY 
PUBUCATIONS OF THE LOK SABHA SECRETARIAT, NEW DELHI-t

Mmie and wMicm 
of die Acent

A ^ ^  and addicn
of the Ageat

Name aDd addfcn 
ofthe Aceolt

!• Jaia Book Agoicy, Con- 
k  lUnght Flaee, New Delhi.

a. XitabittaB, 17-A, Kamla 
Nehra Road. AUahalwd.

4. lmpenalBookDq)ot,a68j 
Mttn Street, Poom Camp.

5. The Popolir Book Depot

6. H. Venkattnmuah &  
Sons, Vidyanidhi Book 
Depot, New Statue C a- 
cle, M|wre.

7. Intcfnatiooal Book 
Hoats, Main Road, 
Trivandrum.

S. The Prefidency Book 
Snppliet, 8 C, Pycaroft's 
RSSTTriplLane, Mad- 
r«f 5-

f . Atma Ram Som,
Kaahmcre Gate, Ddhi- 
6«

10. Book CcDtre, Opp. PatM 
CoUcgc, Faoia.

XI. J. M. Jaina Ot Brodien, 
MariGat^Delhi-«.

U . The Qittark Law Tiaut 
Ofice,GBttack-a.

13. I V  New JtoA

Ddtt.

14. The Mew Book Depsc, 
79(T1ie Mao, Simk.

15. TbeGMlnlNewa Agn-

a.iftgJBT'®'
16. Lok Milqib DiiBkt 

CoMtRoad, Bhavnagar.

ft .  H w Mew Depot, B
Modi Na.3,Mw<

ao. The English Book Store, 
7-L, Connaught Circus, 
New Delhi.

ai. Rama Krishna Sl Sons, 
16 B, Connautfit Piace, 
New Delhi.

22. International Book House 
Private Ltd., 9, Ash 
Lane, Bombay.

23. Lakshmi Book Store, 42, 
M. M. Queensway, New 
Delhi.

24. The Kalpna Publishers, 
Trichinopcdy-3.

25. S. K. Brothers, 15A/65 
W .E.A., Kaiol Ba^, 
New Delhi S.

26. The International Book 
Service, Deccan Gym
khana, Poona 4.

27. Bahri Brothett, 188, Lai- 
pat ^  Market, Delhi-6.

28. a ty  Booksellers, Sohaa- 
0U&j Street, Delhi.

29. The National U w  House. 
N ar Indore Gaeral 
Libraiy, Indore.

90. Charles Lambert 6̂  Co., 
101, M ahtfw Gandhi 
Road, Opp. Ctock To
wer, Port, Bombay.

31. A. H. Wheeler firCaO^)

3S. M.S.R. Mmthjr Gr Co..

34. The Good Companion,

City.
36. smdaoM Scan*, R«|l»- 

nadi Baiar, J u u n -  
Ttwi.

w . A a w  Kitab Oi«t, iNt-

38. Allied Ttadeca, Motia 
Patk,BhopaL

39- B.M. G ^ i i t h n a  Kone

Madurm.

40. Friendf Book House, 
M. U. Aligarh.

41* Modren Book House, 
286, Jawahar Gani, 
labalpur.

42. M. C. Sarkar df Sons
Ltd., 14 Bankim 

Chatterii Street, Cal
cutta-12.

43. People's Book House, B- 
2-829/1, Nizam Shahi 
Road, Hyderabad Dn.

44. W. Newman &  Co. Ltd.,
3, Old Court House 
Street, Calcutta.

45. Tharker Spink &  Co. 
(1938) Private Ltd., 3, 
Espla^c East, Calcutta 
I.

46. Hindostan Diary Pub- 
tisheis. Market Street, 
ScLundciabad.

47. LasmiNarain Aggarwal, 
Hospital Road, ^

48. Law Book Co., Sardar 
Patel Marg. Allahabad.

aio. Dr. Naroii Road, 
Boratejr-i.

50. Chanderkant Chiman Lai 
Voca, Gandhi Road. 
Ahmedabad.

51. S.Xfiihiiu««my Or Co. 
’  P.O. Teppakalam, Tii-

'SBS®
53. M .O «labSin|li»

DdhL
Rnad, Hew
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54. C  V. Venkatachato I«er, ■ 
Near RaUway Statton,! 
Chalakndi.(S. 1.)

55* TheChiniambaiamPto- 
vbion Stoiet, Chlodam- 
barun.

5C* K- M. Agarwal ft Sana, 
Railway Book Stalls 
Udaipur (Rajatthan).

17. The SwadeMunittan Ltd., 
MonntRoad, Madrat-a.

58. The Imperial PubUihing 
Co. 3, Falz Baiar, Darya- 
lanj; Delhi-6.

59. The High Gommittiao of 
India irtablithment Oe- 
partment Aldwych, 
L^on,W.C.a.

60. Corm t Boole Store*, 
Maruti Lane, Raghrnath 
Dada Street, Bombay-1-

61. International Consultants 
Corporation, 48C, 
Marredpally (Bait), 
Seiwdciabad (A.P.)

Ca. K. O. Aaeervandam & 
Son*, Chmghpet, P. O. 
OngoU, Onntor Dim. 
(Andhia).

69. The New Order Book C a  
BUia Bridge, Ahmedabad.

<4. The THveni Publiaheta. 
MawHpatnam.

«5. Deccan Book St*U.
Pergiuon College Road, 
Pwoa .̂

«6. ^  Depot,

p s S ‘>o'Ss&

6S. Olfiicd Book & statk>- 
nery Co., Soindia Honie, 
Connanght Place, New 
Ddhl

69. MakkaU Pnataka Ptett, 
Bdamandira, Gandhi- 
nagu, Banguores.

70. Oandhi Samriti Tntat, 
Bhavnagar.

71. People** Book Hooie, 
O pporfte Jaganmohan 
Palace, Myaore-i.

7». ‘J A G R irr
Bhagalpnr-a, (BIHAR)

73. TheNewBook Companr 
(P) Ltd., Kitab Mahal, 
iS S ^ , Dr. Dadabhd 
Naotoji Road, Borab^.

74. The Enaliah Book Depot, 
78, Jhoke Road, Ftorofe- 
pore Cantt.

75. AAinerva Book Shop, 9, 
^ ^ B ^  Market, New

76. People** PobUlhing 
Hoo*e, Rani Jhi^i 
Road, New Delhi-i.

77. Shri N. Chaoba Singh, 
Newspaper Agent, Ram- 
lal PauT High S hool 
Anneie, Imphal, Manipor>

7S. Minem Book Shop, The 
Man. Simla-i.

81. Mittal Co, 85<C New 
Mandi MnaSkr Nagar 
(U.P.)

82. nrm a K. L . Mnkbopad. 
6/1A  Bankhhaiam

e, Calcntta-12.

83. Freeland Publicationa (P) 
Ltd., iiA ri6, Lajpat 
Nagar, New DelhL

84. Qoel Tradet*, loo-c. 
New Mandi, M u a ftr  
Nagar (U.P.)

85. Mehra Brother*, 5 0 ^ , 
Kalkaii,New DeOtt-19.

86. The Kiiahna Book Depot 
Pnbbhet*, Bookiellers. 
Stationers &  News 
Ag*nts, Main &oar, 
Pathankot, OB-P.)

87. Dhanwantf* Medical 
Law Book House, i j  
U jpatR aiM aike^r6.

88. The Itaited Book Agency
Amritkaur Maiket, 

Pahatgani, New Delhi

89. PervaVs Baok H one. 
BookSeUei* »  New*

90- B. S. Jam &  Co., 7i» 
Abupma, MnTafEniHigar

91. Swadtthi V M  Bt^mdvs

79. U d n ^  B ookCnnpny 
jD, Mahatma Gandhi 
M ug, Allahabad.

80. Madhya Pradeah Book 
Centre, 41 AhOiya Pttia, 
Ind(«e City(M >.'

9S- B he^L. 
atalTConttactor, 
Jonrtioa, Rsikot.
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