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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf, this Seventeenth 
Report on the Appropriation Accounts (Defence Services), 1961-62 
and-Audit Report (Defence Services), 1963. 

2. The Appropriation Accounts (Defence Services), 1961-62 to-
gether with the Audit Report thereon were laid on the Table of the 
House on the 19th March, 1963. The Committee examined them at 
their sittings held on the 5th to 8th August, 1963. A brief record of 
the proceedings of each sitting of the Committee has been maintained 
and forms Part 11* of the Report. 

3. The Committee considered and finalised this Report at their 
sitting held on the 3rd November, 1963. 

4. ,A statement showing the summary of the principal conclusions/ 
recommendations of the Committee is appended to the Report 
(Appendix VII). For facility of reference, these have been printed 
in thick type in the body of the Report. 

5. The Committee place on record their appreciation of the assis. 
tance rendered to them in the examination of these Accounts by the 
Comptroller & Auditor General of India. 

They would also like to express their thanks to the oiBcers of 
the Ministry of Defence for the co-operation in giving detailed. infor-
mation asked for by the Committee during the course of their 
evidence. 

NEW DELHI; 
December 5, 1963. 
Agrahayana 14, 1885 (Saka). 

";;- . MAHAVIR TYAGI, 
Chairman, 

Public Accounts Committee. 

·Not printed. (One cycloetyled <XlIPY laid on the Table and Ave copi. 
placed in 1Ihe Parliament LIibrary). 
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AUDIT REPORT (DEFENCE SERVICES), 1963 

Budgetln, and Control over ExpencUtare 
I . , 

Page I-para, I-Review of expenditure against Grants anlll 
Appropriations, 

The totals of the voted grants and charged appropriations for 
the Defence Services during the three years ending 1961-62 and the 
actual expenditure incurred against them are summarised below: 

(In crores of rupees) 

1959-60 1960-61 1961-62 

(i) Voud Grants 
1. GroUlts (including Supplementary Grants) 3n'18 338'25 364'76 
2, Actual expenditure 293'65 310'17 343'63 
3, Savings 17'53 28'08 21' 13 
4, Percentage of 3 tC> I 5'63 8'30 ~  

(ii) CluJrg6d Appr"l'riations 
r, Appropriations (including Supplementary 

Appropriations) , 0'99 0'96 0'17 
2, ACl1lal expenditure 0'92 0'1' O ~ 

3, Savings 0'07 0'10 0'02 
4. Percentage of 3 to I· 6'10 10'17 14'80 

Page I-Para. 2-Savings in Grants, 
2. The savings amounting to Rs. 21,13 crores under voted grants 

were the result of (a) savings of Rs, 21·95 crores under three grant. 
counterbalanced by (b) excesses ,totalling Rs. 0: 82 crores under two 
others, 

The savings in the three grants referred to were as follows, 
(In cram of rupees) 

Grnnt No. Pilla! Savings 
Gnat 

9-Anny 239"9 3'SS 
II-Ail' Force , 62'93 g"6 . 

lu-Cepital Outlay 32'97 9'24 



In evidence, the Secretary, Ministry of Defence, stated that with 
a view to narrowing the gap between the actuals and estimates, it 
was proposed to carry out a quarterly review of expenditure, In 
cases involving purchase of stores, where accurate estimation was 
usually difficult, it was proposed to keep a close watch at each 
important stage, in coordination with the Director-General, Supplies 
and Disposals, The same was proposed to be done in the case of 
works programme, He hoped that the adoption of these measures 
would result in improving the position. 

While ,tbe ,Committee note that tile over-aUs.vings in Voted 
Grants during the year under review (5,79%) iodate an improve-
ment over the previous year (8·30%), they 'feel that.the'lUDAMIIlt un-
utilised (,Bs. 21·13 erores) is still heavy. The Committee desire that, 
with • .lew to further improving theataDdard ef budptin&' and 
aarrowtll&' the rap between the actuals and estimates, the remedial 
measures, reft!lTed to Ia evidence, should be introduced at an early 
date. 

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

(In crores of rupees) 

Unutiliaed 
Nature of items Budget Actual budjlC;t 

provision expenditure proVlsion 

_ (I) Manufacture of trucks and tractors • 5,67 4'23 1'44 
(ii) Manufacture of Nisun Patrol Jeeps • 1'00 1'00 

(iii) ~  of plant and machinery for factory 
proJects ~  2'04 2'96 

(ill) Construction of naval vessels-
(a) abroad 2'34 0'21 2' 13 
(b) in India • 2'00 0'52 1'48 

(0) Purchase of plant and machinery for manufacture 
of aircraft. . . , . . . 0'63 0'07 0'56 

(fJI) Purchase of airframes and engines includinft 
manufacture! assembly at Hindu8tan Airc ra t 
Limited 18'06 12'63 5'43 

(flit) Purchase of aviation and other atorea for Air 
Force . 24'01 19'05 4'96 

The Committee desired to know why large sums obtained from 
Parliament for the implementation of manufacturing and other 
schemes, remained largely unutilised, resulting in short-falls in 
planned targets, The Secretary of the Ministry explained that most 
of the manufacturing projects involved outlay in foreign exchange. 
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As at the time the estimates were framed, or even much later, there 
was no definite indication regarding the extent of foreign exchange 
that would be available, accurate budgeting in matters Uke these 
was inherently difficult. He further stated that unless the requisite 
foreign exchange was made available in time, even the ~ part 
of the expenditure could not be incurred to the extent envisaged . 

. The Comptroller and Auditor General suggested that, in such cases, 
the Ministry might, in the light of their experience as to the 
availabilJty of foreign exchange and the progress of expenditure 
on Projects, impose a lump sum cut on the original estimates. The 
Secretary of the Ministry agreed that that would be the proper 
budgeting procedure. 

The CommfttA!le derdre the MJnIstry of Def.ee to examine, In 
eonlultaUna wtth thel MDlIstry of· F1nance, the question of imple-
menting the above-mentioned sugiteltio.. of the Comptroller ani 
A.uditor General at an early ute. 

4. The Committee were informed by Audit that in the following 
four items, provision was included in the budget, although no final 
decision had been taken: (i) Reserve for plant and machinery for 
factory projects under consideration (Rs. 1·25 lakhs); (Ii) Nissan 
Patrol Jeeps (Rs. 100 lakhs); (iii) Motor Graders (Rs. 30 lakhs); and 
(iv) acquisition of land for Navy (Rs. 64 lakhs). The Secretary of 
the Ministry stated that the estimates were framed by the beginning 
of February at the latest. It was hoped that the decision would be 
taken before the close of the financial year. The Comptroller and 
Auditor General referred to the instructions issued by the Ministry 
of Finance in August, 1958, according to which in cases where a 
final decision had not been taken. only a token provision should be 
made. These instructions had not been made applicable by the 
Ministry of Defence to Deflence Expenditure. The Secretary of the 
Ministry promised to look into the matter. 

The Committee are unable to understand why the instructions 
issued by the MInistry of FlDanee In 1158, pursuant to the recom-
mendation of this Committee made'in their 8th Report (Second Lok 
Sabha) , should not have been made applicable to the Defenee 
Expenditure. The Committee desire that this should aow be dOne 
without deJa,.. 

5. A sum of Rs. 19·66 crores was surrendered on the 18.6t day of 
the year. No amount was surrendered earlier although a saving of 
Rs. 8·64 crores (Rs. 1·98 crores under Air Force and Rs. 6· 66 crores 
under Capital Outlay) was anticipated in December, 1961 when the 
1\evised Estimates were finalised. 



The Committee enquired why the above saving was not 
surrendered till the last day of the financial year. The Secrct;lQ 
of the Ministry admitted that there was no justification for this. 

'l'be Committee arf' not happy over the practiee of surrenderbl, 
funda yt'llll' after year on the lut day of the ftnanclal year (Bs. 19' II 
erores In 1961-62). This betrays a sense or complacency on tile part 
of the Ministry of Defence. They note that, In pursuance of the 
reeoblmendation contained In para 4 of their 35th Report (Secon' 
Lok Sabha), the Mlnfstry of Finance (Department of Eeouomic 
Malrs) had already Issued Instructions to the administrative Minis-
tries In October, 1962 for exercising strict buclgetary control an. 
surrendering, savinp Immediately they were' fureseen. The Com-
mittee desire that the above InltruCtfOns of the MiDistry of Finance 
should be strictly compllecl with. 

Page 3-para 4- Excesses over Grants. 
6. During the year under report, ~  occurred over tw. 

voted grants as shown below: 
(In crores of rupees) 

Actual 
No. and name of Grant Final expen- Excesses 

Grant diture 

Ie-Navy :10'°5 20-67 0'62 
J 2-Non-Effect ive 18 '92 19'12 0'20 

The circumstances leading to the excess under Grant No. 10-
Navy are set forth in a Note submitted to the Committee by the 
Ministry of Defence (Appendix I). It would be spen from this Note 
that the net excess of Rs. 62 lakhs mainly occurred under Sub-Head 
E (Rs. 50. lakhs) and Sub-Head G (Rs. 14 lakhs). The excess 
expenditure under these Sub-Heads has -been explained as due to: 

(In lakhs of Rs. 

S""-hlad E 
(i) Larger adiUltment than ~  of cu,st?ms duty Jat'" .in ~ year. 

A sum orR,. 31 lakhs approXImately pertamlng to the ~ OU  ~
IS fur back. 19,,-ere booked to the 1961-62 years 8.:counts. • :11 

(il) Larger ezpeaditure than anticipated on 'provisions' mainly due to 
undIr-ntimation oftlle cost ofrations. • • . • • 17 

(iii) Leraer .-eriIllution of supplies of Armament Stores from Ordnance 
PlICloriel than lIDtic:ipated (Rs. 16 lakh,) partly set off by ~  on 
KCOWIt of 1eeecr .applies through other lOurcel (Rs. 41I1khs). . I2 

So 
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SulJ..lNad G 
Payment of certllir"lv .. I"''e In U. JC. for nppIf ohtoret without adequate 

provislon ~ ",', ~  partiy eet off by aaviDp on other accounts 
(RI. 26 lakhs I. " . 'eceenry provUion could DOt be made due to a 
delay of nearly twu jears in the illue of Govt. sauc:tion. The Miniatry 
have stated that tlle proposal was being lubJet.-ted tn minute scrutiny at 
Ivery lUge in view of the large expenditure of foreizn exchange Involved. 14 

In the opinion of the Committee, the excess under Sub-Head E 
indicates the need for a more realistic ef'timate of requirements ani 
a closer watch over the progress of expenditure and liabilities to be 
Uquidated. The Committee would, In this connection, draw 
atteDtion to para 8 of their 23rd Report (Second Lok Sabha) where-
in it was emphasised that the controlltng oftlcers should obta .. 
Inlol'mati04 not only of what has actually been spent from an 
Appropriation/Grant but also of what commitments and liabilitiel!l 
have been or will be incurred against It during the financial year lie 
that they have an idea of the progressive liabilities and commit-
ments in respect of which payments have to be made. 

"As regards the excess under Sub-Head G, whHe the Committee 
appreciate the need for minute scrutiny at every stage, they find 
that in this. case the AdmiraHy had 'progressively started placinr 
contracts' with tile mannfaeturers, after the llsts of spares had been 
scrutinised by the Inillan Naval Adviser in U.K. durlng 1959 and 
1960. The Committee are Dot, therefore, satisfied with the expJana-
th.n for the delay of two yean in the issue of GoverlUllent sandion." 

The cir<!umstances le:ifUng to excess under Grant No. 12, Defence 
Services--Non-effectiv(, are set forth in another Note fumisllCd by 
the Ministry of Defence (Avpendix II). It would appear from this 
Note, that the net excess of Rs. ~O  32 lakhs broadly comprises: 

(i) A sum of Rs. 10 lakhs roughly on account of payment of 
Temporary Increase element of pension, in excess of 
Budget provision. 

(ii) Adjustment of a sum of Rs. 10 lakhs roughly on account 
of Government contribution on certain Contributory 
Provident Funds, in ~  of Budget provision. 

As regards (i) above, it has, inter ulia, been stated in the 
Ministry's Note that with a view to ~  the payment of 
arrears of 'Temporary increase in pension' in sa many cases as 
possible before 31st March 1962 and utili.sing the fund8 to the opti-
mum extent, the Controller of Defence Accountl5(Pensions} took 
special I'Iteps to request the State Government!! P. & T. authoriUes 
etc. on 20th Nmfember, 1961, to arrange for the payment! quickly and 
pas! on the debits for adjustment throuih ~ a£counts for 1961-62. 
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ps a result the progress of payment gathered tempo and heavy 
payments were arranged by the Civil aUithorities at the fag end of 
the,financial year. Though the bulk of these payments were arrang-

,ed by the Civil allthorities through'· the accounts for the closing 
months of the finanCial year, the debits came to the notice of the 
Controller of Defence Accounts (Pensions) during the month of 
March, 1962 and subsequent months. This indicates the need for a 
;::.er coordination between the disbursinc and accounting a\1thori_

1 7. Subject to the observations of the Committee in the prececUn. 
para, the Committee rec:ommend that excesses uader Grants Nos. 
10-Navy and.l2-Non-effective may be regularised by Parliament 
in the ~  prescribed in Article 115 of the Corurtitation. 

BUDGET ESTIMATES, 1963-64 
8. The Committee referred to the Budget Estimates for the year 

1963-'64, in which the whole of the estimated expenditure in respect 
of Defence Servic'es (Effective) was shown under one Demand and 
there was no indication of detailed allocations under the various 
Heads and sub-Heads, as in previous year. The Committee enquired 
as to how, in the absence of such details, they were to have an idea 
as to the extent of savings or excesses under the various Heads or 
sub-Heads. The Secretary of the Ministry stated that the estimates 
for the year 1963-64 had been prepared in the same detailed manner 
8S for any previous year. The details were, however, not furnished 
to Parliament. The witness promi'!jed that all the details would be 
made available to the Comptroller & Auditor General at the time of 
Audit. The Comptroller & Auditor General pointed out that the 
savings and excesses given in the Audit Report were with reference' 
to the appropriations made by Parliament. As, in this case, the 
whole amount had been shown under four sub-Heads, the report to 
be made to Par.liament would also be with reference to these Heads 
only. The variations between the estimates and actuals (though 
known to him), would not come to the notice of Parliament, unless 
the Ministry agreed to place the detailed estimates before Parliament 
by the time the Accounts for the year 1963-64 were taken up. The 
Secretary of the Ministry promised to place the matter before the 
Minister. 

The Committee hope that Government would arrive at a decision, 
lufllciently in advance of the fbudlsation of the Appropriatioa, 
Accounts (DefeneeServices), 1983-64, and that it would be possible for 
them to place the det&Ued Budeet Estbnates for 1163-84 befMe 
P.rl .... eat. 



Pa.ges 7-8_paTa. 8(i) &(ii)-Financial Results of MiLitaTJI Farm. 

9. Some particulars bringing out the financial results of the 
'Working of MUitary Farms, are given below: 

ClllPital Expenditure 251.44 
Value of Fixed Assets (Landa, buildings, machinery and 

live-stock) .. 218.20 
Netpr06t for 1961-62 (after al1awiftg Rs. 8.85 l&khs as ~ 

on Government capital)· 12.99 
Total return·on Capital 
Percenta.ge of total return on capital 

21.84 
8.7 

(a) The net profit of Rs. 12·99 lakhs, as show-nin the proforma 
accounts, was the result of a profit of Rs. 28·06 lakhs made by fifteen 
farms and a loss of Rs. 15·07 lakhs incurred by sixteen other farms. 
The Military Farm, Meerut, incurred the heaviest loss of Rs. 2' 54 
lakhs. 

(b) The average cost of production of milk at the farms was 
Rs. 1·63 per litre. This was much higher than the average market 
rate of Rs. 0·77 per litre and the average purchase rate of REI. 0·66 per 
litre. 

A loss of Rs. 6' 32 lakhs was incurred on issues of milk from the 
military farms which are paid for (i.e. issues to private consumers, 
messes, etc.); such issues constituted 7·7 per cent of the total quantity. 
'The net profit of Rs. 12·99 lakhs took into account the entire quantity 
of milk produced and issued; for this purpose the milk issues had 
been ~ as follows: 

Payment is&ues 
Free issues to 'units and 

formations 

Re. O' 84 per litre 

Re. O' 90 per litre. 
The overall net profit was mainly due to the fact that fr£"e issues 

whicl- constitut;d 92·3 per cent of the total and consisted largely of 
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Dlended/standard mUk with a lower fat cont",nt than whole milk, 
nlld been priced at a rate higher than the sale rate fixed for issues of 
the whole milk to private consumers. If the entire quantity of milk 
issued free were priced at the average sale rate of Re. 0'84 per litre 
for whole milk, there would have been a 1088 of Rs. 4·58 lakhs instead 
of a profit of Rs. 12·99 lakhs. 

(c) An expert committee appointed in June, 1961, for the purpolle 
8f reviewing the existing accounting and financial system of military 

f 

farms, submitted its report in November, 1962, which was stated to 
be under consider2tion. 

III evidence, the Committee desired to know the reasons for 
the ~  ,cost of production at the Military }t'arms being so 
much ~ than the average purchase price. The represPJltative of 
the Ministry of Defence stated that the figure of Rs. 1 oj per litre, 
mentioned in the Audit Report, had been arrived at by taking the 
average cost of milk supplied in each farm. Taking the average of 
total supply of aU the farms, the cost of production at the Military 
Farms came to Rs. 1·43 per litre. 'TIle main reasons for the higher cost 
of production at the Military Farms were (i) Emphasis on punctual 
sup;>Iy which necessitated larger number of vehicles being employed, 
(ii) Pasteurisation ot milk and regulation of its quality, (iii) Pay-
ment to staff on the Central Government s('ales of pay, alld (iv) 
rearing d unwfUlted calves for some periods. In reply to a question, 
the witness admitted that there might not have been 1he same extent 
of economy in the past as at present. 

, 
The Committee feel concerned to observe that the aYerage cost 

of preduction of milk at the Military Farms, C~  to the Minis-
try's own calculation, comes to Rs. 1·43 per litre. whieh is more than 
twice the average purchase rate (0'66 per litre). Durin, the course 
of ~  the Committee desired to know the reaction of the 
Ministry to the idea of entrusting the supply of the milk requirements 
of ~ and formations to civil organisations whieh may be set up 
for the purpose. The representative of the Ministry staW that, if 
• punctual supply "f milk of the requisite quality ceuI .. be ensured, 
the matter would certainly be conddfl)red by GoYenunent. The 
Committee desire the Ministry of Defence to eumlDe this sugges-
tion at an early uate, in consultation ~  the Ministries of Finance 
and Food and .4...gricultur(., and apprille ~  of the dedsion taken 
in thii ,",half. In the meantime, every effort shoal .. be made by the 
Mini8try to bring down the eMt ef productiOD to tbe Iow.t extent 
possible. 

10. Referring to the pricing of milk ill8ues, tbe Corruni.Uee enquir-
ed aa to why 'free i8!Uea' which cou.isted largely of b1ended 
stClmian.l mUk 1V ith a lower fat ~  tlu.n the w bWe milk, wert 
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priced at a rate (90 nP per litre) higher than the aale price flxeci 
for issues of whole milk to private consum.eI'II (84 nP per litre). 
The representative of the Ministry stated. that the free issues were 
charged according to certain principles, and whatever was left over, 
was, instead of being allowed to be wasted, given fo officers and 
other entitled personnel at lower rates. 

The Committee are not convinced lay this explanation. They 
feel that. the present systelJl of pricing of milk. issues, is unsatisfac-
tory; it is obviously a camouflage to cover the deficits of Military 
Farms by pricing their free issues of blended milk., for purposes of 
accounting, at an abnormally hiP price and thereby showing an 
inftated income. They note in this regard that if the entire quan-
tity of milk. issued frt'le were priced at the average sale rate of Re. 0:84 
per litre for whole milk, there would have been a loss of Rs. 4-58 
Iaklts, instead of a profit of as. 12·91 1akhs (in other words, a differ-
ence of &. 17·57 lakhs). 

11. The Committee were informed that the expert committee 
appointed in June, 1961, for the purpose of reviiewing the existing 
accounting and financial system of military farms submitted its report 
in November. 1962. The recommendations of this Committee had 
been accepted both by the Anny Headquarters and the Ministry of 
Defence. The point at present under examination was how to 
implement these recommendations which envisaged complete over-
haul of the system and involved working out of considerable admi-
nistrative details. The Committee desired to be furnished with a 
statement setting forth the main recommendations of the afore-said 
Committee, and the decisions taken thereon by the Ministry of 
Defence. This statement- has since been received and is enclosed as 

IAPpendix III. The Committee desire that the recommendations of 
this committee should be implemented expeditiously, with a view to 
putting the accountiq system or Military Farm on a sound lassis. 

Page 8, para 8 (iii) (a)-Canteen Stores Department 
12. (a) Mention was made in paragraph 17 of the Civil Audit 

Report, 1962 of the irregularity involved in keeping the firumcial 
transactions of the Canteen Stores Department outside the Consoli-
dated Fund of India. No decision had been. taken (till January, 
1963), by the Government as to the manner in which the position 
would be regularised from 19C3-64 onwards. 

The Committee were informed during the course of evidence that 
the Canteen Stores Department ellmed a profit of about Rs. 3G-40 

-Not vetted by Audit. 



Iakhs per year, .which was not subject to. income-tax. The profit was 
allbcated by the Management Board ·amont the Army, Navy and 
Air Force Welfare Funds, and waawholly utilisedf01' the welfare of 
Servicemen:: While the Ministry agreed that keeping of the finan-
cial .transactions· of the Department outside the Consolidated Fund 
of India was unconstitutional, they were anxious that the position 
should be regularised in such a way as not to lessen in any way the 
benefits all along enjoyed by the Servicemen. The Comptroller fr 
Auditor General of India had, in this regard, made the foUowing two 
alternative suggestions in January, 1962:-

(i) The business of the Department should be transferred to 
a statutory corporation to be created by an Act of Par-
liament. This Act would provide for all the concessions 
at present enjoyed by the Department. In such a case, 
the accounts and estimates of the Department would ~ 
excluded from the public account and Consolidated 
Fund of India. 

(ii) A Canteen Stores Fund should be created within ~ 
public account of India with the approval of Parliament, 
signified by a token Vote, and an appropriate omnibus 
entry for receipts and expenditure provided for in the 
Consolidated Fund Account of India. 

The second suggestion of the Comptroller & Auditor General was 
accepted by the Ministry of Defence. This was not, however, agreed 
to by the Ministry of FinancE! who desired that the receipts and 
expenditure of the Department should be completely within the 
Consolidated Fund. As this would have subjected the entire expen-
diture of the Department (including the disposal of profits) to the 
Vote of Parliament, the Ministry of Defence could not agree. The 
Committee desired to know the reaction of the Ministry to the first 
suggestion of the Comptroller & Auditor General regarding the 
placing of the Department on a statutory footing. The Secretary of 
the Ministry stated that they would not mind working either way 
so long as the benefits accruing to the Servicemen, all along, were 
not curtailed. He, however, added that the commitment of the 
Ministry at present was for the second suggestion of the Comptroller 

. & Auditor General, a() there had been an apprehension that working 
of the first suggestion would make the profits liable to income-tax. 

The CODUJlittee regret to observe that. although more than 8 years 
,.bave elapsed $iDce . the Public Acc:ounta Committee first chew the 

'attention of : the. Ministry. to . the U ~  in keeping 
the finandal transactions of the Canteen Stores Depaptment out-
.lde the Consolidated Fund of India, a final decision in the matter 



yet to be taken. While the Committee appreciate the Ministr)". 
desire that the benefits aU along enjoyed by· the Servicemen should 
not be curtailed, they cannot reconcile themselves to the coptinuance 
of this irregularity any longer. The Committee desire the Ministry 
of Defence to further discuss the matter with the Comptroller and 
Auditor General and Finance, with a view to evolving a. satisfactory 
'Solution of the matter. 

Page ~  8(iii) (b)-Purchase of rum by Canteen StOTes Depart-
m.en.t 

13. Tenders for the supply of bottled rum during 1962-63 were 
invited in January, 1962, to be valid upto lst March, 1962. Agajnst 
this, one firm quoted the rate of Rs. 5 per gallon. The selection of 
tenders was, however, not completed by that date with the result 
that the firm revised its offer to Rs. 5· 80 per gallon which, being 
still the cheapest, was accepted. On account of the delay in the 
acceptance of tenders, there was an avoidable expenditure of 
Rs. 1,20,000. 

In evidence, the representative of the Ministry of Defence 
ascribed the delay in accepting the lowest tender to non-availability 
of the Members of the Board in February, 1962. He, however, 
added in extenuation that a procedure had since been laid down to 
obviate such delays. It was also stated that although the lowest 
tenderer raised his quotation by 80 nP. per gallon on the ground that 
the cost of packing material had gone up, even then his rate was 
lower than the previous purchase price (viz., Rs. 6 per gallon). No 
increase was effected in the price of rum charged from the con-
.sumers. 

While the Committee note that, consequent upon delay in the 
acceptance of the tenders, no increase was effected in the price of 
rum charged from the eoosumers, they would like to point out that 
had the tenders been accepted' in time, the additional amount 01 
RI. 1,20,000 paid to the contractor would have been saved. The 
Committee were surprised to team that the delay in accepting. the 
lowest tender was due only to the fact that the members of the 
Board could not be available in time. They are, however, now 
informed that a new procetlure bas sinee been laid down to obviate 
such delays. The Committee trust that the introduction of this 
pl'fNleciure will have the intended effect. 

Page 23--para 31 (a)-Delay in execution/commissioning of projects 
14. In Oetober, 1960, Govemment sanctioned· a project, at an 

estimated cost of Rs. 1·51 crores, for providing covered accommoda-
tion for vehicles which had been lying in the open for some years. 
It was also expected that by the end of 1961-62, 27 per cent of the 
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work would be completed and that the entire project would be COM-
pleted within four year •. 

In connection with this project, additional stuff was sanctioned 
in January, 1961 and April, 1961. The worle was, however, sus-
pended by the Army Headquarters in May, 1961, resumed in July, 
1961 and again stopped in September, 1961 fo1' ~  reason that a final 
decision regarding readjustment of the ordnau.:e establishments in 
that area had not till then been taken. In ~ ~  1961". some 
minor' items of work, estimated to cost abo P..s. 5 lakhs, were 
released for executicn but no progress had ~  lilade even on these 
items till March, '962. In addition to the elq)eIlditure of Rs. 38,700 
incurred on thp pay and allowances of the establishment sanctioned 
for this work upto the end of September, 1962, freight charges of 
Rs. 36,000 were iacurred on the collection of stores from outstations. 

In evidence, the representative of the Ministry of Defence stated 
that the work on the Project had to be suspended as a question arose 
whether the Command Depot should remain at the original place, or 
should be shifted to some other place. A number of factors were 
involved, and a finel decision had not yet been possible. The Com-
mittee enquired how, pending a final decision in the matter, the staff 
employed for the execution of the Project was being engaged. The 
representative of the Ministry stated that they had been put on 
other construction works which were taken up after declaration of 
the National Emergency. As regards the stores procured for the 
Project (valued at Rs. 10·53 lakhs as on 30th June, 1963), the wit-
ness assured the Committee that tlle whole quantity would be used 
up in the works locally sanctioned. 

'fhe Committee are not happy over the delay of over two years 
ill taking decision about the location of the Command Oepot, which 
resulted in nn-necessary expenditure on staff and freight charges on 
collectifln cf stores. They, however, note that the number of 
vehicles lying in the open had been redueed and that aU serviceable 
vehicles were under cover. ~ 

Page 24-Para 31 (b). 

15. A project for the installation of 12 bulk petrol storage tanks 
each of 10,000 gallon capacity at Jhansi was approved by the Govern-
ment in June, 1955 at an estimated cost of Rs. 1·91 lakhs and com-
pleted in December, 1960 at a cost of Rs. 1·83 lakhs. The other 
necessary requirements, such as, proper fire fighting equipment, 
1Static water tanks and electrification were sanctioned only in Febru-
ary, 1961 at an estimated cost of Rs. 49,230 aglBinst which an ~
ture of Rs. 13,268 had been incurred upto July, 1962. 



13 

The Fire Adviser to, ~  Mi.J1i&try of Def!!flCe, who. vis.i.te4L t. 
installation on! 18th ~  1962 considered: the site of the ~  ... 
tion as ~ ~  and. ~  u it was very ~ tot)!, twp 
main and branch raUway lines. and loco shed and was ~ 
exposed to constant risk of fire from the engine sparks. On the 
other hand., a number of; ~  Ofticers, who examined ~ installa-
tion in March, 1962, did not· consider its location a!> dangerouji. The 
installation was commissioned only in October, 1962, after nearly 
two yea:Js of its completion. 

In evidence, the Committee desired to know the ~  for 
delay in the fire fighting and electric arrangements. The repre-
sentative of the Ministry of Defence stated that, according to old 
orders on the subject, trailer pumps and ~  .tanks were not 
thought necessary for 1,20,1)00 gallons-the quantity inyolveci in this 
case. Later 01), however, the Fire Adviser suggested that trailer 
pumps and water tanks should be provided. In. reply, to a quee-
lion, the witness stated that all the fire-fighting arrangements had 
since been made, aCCQI'ding to Il8gulations the sanction for the crew 
had issued towards the end of June, 1963. 

The. C ~ ~ repet to obsefve that the bulk stonp tanks for 
petrol; whleh bad taken fin and· a half years for COIllpletion, eoaW 
not Ite commitsiAJ1eci for ~  twe yean due to del ... Ia. the ..... 
of IUIIlction fOl' other neeeuary ~  luch· as, Proper fire. 
fi8hting equipment, static water taJaka IUld electrieity. The eX. 
nation offered by the NpI'tIS8Dtative of the Minlatry of Defenee III 
evidence is Dot acceptable to the Committee, for, the Fire A ~  .. 
the Ministry could have been consulted much earlier-either before 
tbe project was sanetioaeci or at least in its earUer sta,88. The 
Committee also fail to see why the sanction for the eleetrlfteatloa 
should not have been issued well ahead of the instaUatiQD of the 
tanks. In the opinion of the Committee, this is another ease of 
defective planning and lack of proper fore-thought. 

Pages 28-29-Para 4l-Purchase of buffaloes 

16. In connection with the purchase of milch animals the ~ 
ing orders issued by the Army Heaqquarters, which had been follow-
ed for a number of years prior to May, 1961, required that:-

(a) the milk yield should be determined from three millOn, 
tests; and 

(b) the price to be paid should be calculated at a prescribed 
rate for every pound of milk. In addition, a maximum 
bonus of Rs. 50 may be paid for special animals. 

1626 (Aii) :r...sD--4. 

\ 
j 
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In May and August, 1961, the Army Headquarters modified the 
Orders to the effect that the prices of individual animals should be 
fixed. with reference to milk yield, body conformation, age, breed. 
and the period of lactation; no bonus was to be paid but "the rate 
per lb. of milk might be increased by about a rupee". On 14th. 
March, 1962, in supersession of the existing standing orders, Army 
Headquarters issued instructions that the buffaloes should be pur-
chased purely on the consideration of "body conformation and young. 
age", preference being given to those characteristics which denote 
good milch type anjmals. ~ 

During the period from 29th December, 1961 to ~  March, 1962, 
892 buffaloes were purchased. An examination of the record of 567 
animals showed that while payments in respect of 190 cases had been 
made on the basis of milk yield at the rates per Kg. of milk fixed 
by the Eastern Command in November, 1961, payments amounting 
to Rs. 3·11 lakhs in respect of the remaining 377 buffaloes were 
stated to have been made on the basis of both milk yield and body 
conformation. This amount exceeded by Rs. 94,852 the sum that 
would have been. payable on the basis of the milk yield and the rates' 
f'ixed by the Eastern Command. 

In respect of 133 animals out of 377, mentioned above, an examina-
tion of the records of milk yields for the fortnight after the fifteenth 
day of arrival at the farm.' showed that the average yield had 
registered a drop of 18 per cent compared to the yield recorded at 
the time of purchase. There was an average jncrease of 7·33 per 
eent in 36 cases and a decrease averaging 25 percent in the remaining 
97 cases. 

In the case of 88 other buffaloes purchased on the milk-yield basis. 
there was also a drop in the yield by 22 per cent on the average. 

The Ministry of Defence stated that the animals were purchased 
at the prevailing market rates and that the decline in the milk yield 
was possibly due to fatigue. as a result of long journeys, change in 
environment, change in the nature and type of feeding scales and 
temporary illness. In their view, the animals required at least a 
fortnight to overcome this fatigue and show the normal yield. How-
ever, as mentioned above, even a fortnight after their arrival, the milk 
yield continued to be much less than that at the time of purchase. 

In evidence, the representative of the Ministry of Defence stated 
that it was not possible to purchase the requisite number of buffaloes 
under the old system. Further, as the' main criterion under this 
eystem was milk-yield, the animals purchased by ;Military Farms 
were about 7-8 years old-the age of maximum milk yield of buffaloes_ 
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The result was that even though the Military Farms paid a higher 
price for such animals, they could not keep them long. The standing 
orders were, therefore, revised to provide, inter alia, for purchase of 
buftaloes of younger age. 

The Committee enquired whether the Ministry were satisfied that 
tne prices paid under the new system were reasonable. The repre-
sentative of the Ministry stated that prices were fixed by a bpard of 
three officers who were considered to be experts on the subject. The 
witness added that average price of 193 animals purchased upto 28th 
Decembe:, 1961, under the old system was, Rs. 712, as against this, 
the average price of 499 animals purchased under the new system 
from January to March, 1982, was Rs. 860. The reason for higher 
price paid under the new system was that the prices of buffaloes 
were usually higher in February:-March than in the preceding period; 
prices were said to be the lowest in August, September and October, 
being the months during which buffaioes mostly calved. As to the 
reason for not purchasing all the buffaloes during this period, the 
representative of the Ministry and the Deputy Director of Military 
Farms stated that as, with advance in lactation, there was a decrease 
in milk yield, buffaloes had to be purchased even at higher prices in 
February-March to ensure a steady supply of milk all the year round. 

The Comm'ttee then desired to know the reason for a substantial 
drop in milk yield in the fortnight after the fifteenth day of the 
arrival of buffaloes in Military Farms. The representative of the 
Ministry stated that, according to expert opinion, it was possible to 
increase the milk-yield temporarily by artificial methods. The milk-
yield was also affected by a change to a new place. The Comptroller 
& Auditor General, however, quoted two cases in which there had 
been a drop of about 30 per cent in milk-Yield, although there had 
been no change of station. The Deputy Director, Military Farms, 
stated that environmental conditions like feed, handling, housing, 
care, etc., were different in Military Fanns from those in viJll>f'1ID<; 
from where the buffaloes had been purchased. 

The Committee observe that for the 377 animals purchased under 
the Dew system, the price paid was Rs. 3·11 lakhs, as against Rs. Z ·IS 
lakhs payable on the milk-yield basis at the rates approved by the 
Eastern Command in November, 1961. Even after making due 
allowance for vllJ'iations in prices in different months, the ditlerenee 
in the two amounts appears to be quite BUHtantial and lndkate& a 
need for examination whether the new· system ensures the purchase 
of buffaloes at the most reasonable price. 

17. WhtJe the. Committee further note the Ministry's llJ'IUIDent 
that there may be a temporary decline in mllk-yield due to fatigue, 
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changee bt environment and nature and type of feecIiDe IIC8les, the 
fact that in the case of 97 buffaloes out of the 133 purchued under 
the new system and examined in Audit, the drop in milk-yield 
averaged 25 per cent during the fortnight after the fifteenth day of 
their arrival in the Farms, (the period 11Ilowed to buflaloes to over-
come the fatigue and show normal results) indicates that the milk 
yield recorded at the time of their purchase did not correctly 
represent their normal yield. The Committee note, in this eopnection, 
the expert opinion that the milk yield could be increased temporarily 
by artificial methods. The committee feel that proper pree.-utions 
could have been taken to eUminate this edraneous factor. The 
C. ~  would like the Ministry to examine whether the existing 
tests applied to assess the normal milk-yield of buffaloes are 
adequate. 

Pages 29-30---para 42(a)-Non-utilisationjnon-release of Lands and 
buildings 

18. In U. P. and Madhya Pradesh Sectors, large areas of land were 
requisitioned/hired during the period of war in 1942-43 but were 
mostly re-occupied during 1945-48 by the original owners/tenants 
who also started cultivating the land. Subsequently,the lttnd Was 
acquired at a cost of Rs. 1·75 crores and steps were taken to pay full 
compeD6ation therefor. The unauthorised occupants had, however, 
not been evicted till November, 1962, although it had been reported 
as early as 1955 that with th,e introduction of new high velocity 
weapons, it was necessary to get vacant possession of the areas in 
question at an early date. It was stated by the Ministry of Defence, 
in November, 1962 that the organised hostility of the encroachers had 
created insurmountable difficulties and a 'law and order' problem. 

It was stated during the course of evidence that the lands in 
question were very extensive anrl. had been used for firing practice 
during the Second War. There was a suspension in firing practice 
for about 2-3 years after the War, when a large number of people 
came and settled there. The local police did not prove effective for 
pushing them out. It was not possible for the Defence Ministry to 
evict these people, without positive action being also taken by the 
State Governments. As to the present position, it was stated that 
most of the land in Madhya Pradesh had been cleared of ~  

In U. P., however, it had not been possible to do so, One of the 
tresspassers there had obtained an interim injunction from the 
Allahabad High Court which had not yet been vacated. It was also 
stated that although the encroachments continued, fi,ring practiCf'! had 
110t stopped. There was, however, some occupants, before firing 
practice was carried out. To a question whether 'unauthorised 
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occupants could not have been prevented from entering the acquIred 
lands, it was stated that for that purpose a large watch and ward 
~  would have been required which would have been 

very expensive. 

The Committee note that large areas of lands ~ N  by the 
Ministry of Defence, still remain under the unauthorised oeeapetion 
of former owners, even though they had been paid ceatpeDfllltion 
therefor, The Committee feel that at the time of payinc eompensa-
tion. the Ministry of Defence should have secured complete vacant 
possession of these lands, and, thereafter, taken adequate steps to 
prevent its encroachment by the former occupants and others. The 
Ministry failed to do this. The Committee desire that effective steps 
should now be taken Ity the Ministry of Defence, in close 
co-ordination with the State Governments, to ensure that the lands 
are got vacated at an early date, and utilised for the intended 
purpose. without any let and hindrance. The Committee would like 
to have a further report in the matter. 

P<Lges 30-31-PaT4 42(b) 

19. In January, 1956, Army Headquarters issued instructions for 
the immediate release of 19·75 acres of land out of the total of 23·96 
acres taken on lease from the Bombay Port Trust. The release of 
the land had, "however, not been effected by the local authoritiea, 
except for an area of 1·07 acres which was released in April, 1959. 

In May, 1960, the Director, Military Lands and Cantonments, 
issued instructions that the land in question should not be treated aa 
surplu!l in view of the orders issued by the Ministry of Defence in 
May, 1958 that no landed property, i.e., property owned, constructed, 
acquired or requisitioned should be declared surplus to requirements 
of Defence Services and released without the orders of the Defence 
Minister. In July, 1961, however, the Siting Board and the local 
authorities recommended the release of the land in question as it 
was lying vacant and it was still held on lease at a high rate cd. rent. 

The Bombay Port Trust had been demanding rent at a rate of 
Rs. 5·00 per sq. yard from February, 1956. Against this demand, a 
provisional decision that payment should be made at Rs. 3· 50 per sq. 
yard was taken by the Army Headquarters in March, 1962. On this 
basis, a sum of Rs. 18-05 lakhs had been paid for the period from 
February 1956 to October, 1960. The liability for the period from 
November, 1960 to June, 1962 was over Rs. 5 lakhs. The annual 
rental liability worked out Rs. 3·17 lakhe. 

The Commlttee were infonned that after the decision to release 
the land had been taken, the Bombey Port Trust declined to take 



back the land Wlless they were given a passage, measuring 4·2 acres, 
through the land retained by the Army authorities. This was not 
accepted by the Arrroy. In the meanwhile. the Navy indicated their 
interest in the land. In 1957, the Army Headquarters revived their 
proposal to re-commissioD the Jerrican Factory in Vadala which 
necessitated continued retention of this land. Later on, there was a 
general clamp-down on releases of land pending the finalisation of the 
overall land requirements of the Army. As to the latest pbsition, it 
was stated that the land had since been released to the Port Trust. 

In reply tp a..question, the Committee were infonned that the total 
liability incurred by Government upto June. 1963, on the basis of old 
rates, amounted to about Rs.. 24 lakhs. It was admitted that the 
expenditure had been intructuous. 

The Committee are not happy over the manner in which this case 
had been handled. TheY' observe that the iJlitial failue of the 
Director, Land and Cantonments, to' take prompt action on th. 
instructions issued by the Army Headquarters in January, 1956 for 
'the immediate release of the land anti the subsequent indecision oa 
the part of the Ministry had resulted in unnecessary retention of th. 
!aDd for a period of about 7 years, involving an infruduous expendi-
ture of as. 2' lakhs. It was, inter alia. Vied in extenuation that 
under the orders illsued by the Ministry of Defence in May, 1958, DO 

landed property could 1te released without the orders of the Defence 
Minister. If that is so, the matter should have been placed before the 
D.,fenc:e Minister and his orders for release obtained. Even' if errors 

. had. been made in the initial stages, the Ministry should have taken 
immediate steps for releasing the land in July, 1961, whom the Siting 
BoaJ.'d and the local authorities had reeommended this action. Un-
fortunately, two more years elapsed before this was done. 

20. Tbe Committee further observe that the provisional rate of 
Its. 3·50 per sq. yard, on the basis of which the said payment of 
Rs. 24 lakhs had been made to tbe Bombay Port Trust, had not yet 
been agreed to by the Port Trust who have heen demanding rent at 
the rate of Rs. 5·00 per sq. yard. The matter was stated to be under 
con8ideration of the Ministry. The Committee would like to have a 
further report in the matter. 

Page 31-Para 42 (c). 

21. In June, 1952. ~  decided. to dispose of the air field 
at SookeraUng (Assam) which was found surplus to defence require-
ments. . A part of the a1r field covered by runways,· taxi t,racks, etc. 
was transferred to the State Government in 1950. No action wa!), 
however, taken to dispose ot the remaining portion of this air field 
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which measured 300 acres and was covered by full-grown tea bushes. 
1t was only in January, 1962. that it was leased out to a tea company 
en a yearly basis for a rental of Rs. 6,300. 

The delay in leasinl out this portion of the air field had resulted 
in a loss of revenue of about Ra. 50,000. 

It VIIS also mentioned that B.s. 6,000 and Rs. 10,000 were collected 
lor unauthorised pluCking 'of tea leaves for the years 1948 and 1SH1 
respectively. 

In evidence, the representative of the Ministry of Defence stated 
that after 1948-49, the M.E.S. had tried to auction this land (measuring 
769·20 acres). There were, however, no bidders. In July, 1951, the 

, Government of Assam requested the Central Government for the 
transfer of the airfield. free of cost, for the rehabilitation of the earth-
quake and flood-affected people. The land remained under the 
temporary occupation of the State Government till November, 1954. 
After protracted correspondence, a portion of this land, measuring 
469 acres W86 sold to the State Government in February, 1956. The 
remaining portion (300 acres), which was tea-bearing, had consider-
able assets (worth about Rs. 4: 26 Jakhs). The M.E.S. prepared a 

,demolition statement, and gave out a 12 months' contract' for 
demolition in IPS8. In the meantime, a general embargo was placed 
on the disposal of surplus lands. In 1961, the land was leased out to 
a firm on a rental of Rs. 6,300 for one year. As to the latest position, 
it was stated that in 1962 the Air Force had indicated their interest in 
this land from March, 1963 onwards. Towards the end of March, 
1963, the Air Headquarters elq)resSed their continued interest in the 
land though they did not need it for the present. In reply to a 
question, it was stated that even during the period of embargo, lands 
could be' declared surplus for a public purpose, under the orders of 
the Defence Minister. 

This is another case of inordinate delay on the part of the 
authorities concerned in disposing of surplus land (300 -1Icres). It 
was urged in extenuation that the matter could not be proceeded with 
nfter May, 1958, when a general embargo on the disposal of surplus 
lands was pJaced. The Committee can hardly aCCept this explana-
tion; for the matter could have been placed Wore the Defence 
Minister, and his approval to the disposal of land taken. Even if a 
delay in the disposal of the land was apprehended, the question of 
teasing out the land on a year-to-year basis should have been con-
8idered, and aD. early decision taken in the IUtter. The delay on the 
part of the Ministry in doing this had deprived the exchequer of a 



large amount of revenue. It is hardly necessary for the Committee 
to paint out -the need forpi'Ompt ~  in such eases. 

22. The Committee referred to unauthorised plucking of -tea leaves 
for which a sum of Rs. 6,000 was secured in the year 1948 and 
RB. 10,800 in the year 1MB. The Committee enquired whether thero 
was no produce in the subsequent 'years'to be disposed of. The 
Additional Secretary to the Ministry stated that, according to his 
information, it bad neither been stolen n.r taken -by anybody. The 
Committeerwould like to be furnished with a report regardhtg the dis-
posal of tea leaves. grown on this land, in the subsequent yean. 

Page 31--para 42(d) 

23. A cinema building for the entertainment of troops in Ramgarh 
Cantonment, which had been constructed by a private party on land 
subsequently acquired by Government, was requisitioned in 1945 and 
its rent was fixed at'Rs. 3;030 per annum. It ceased to be used after 
31st July, 1957 as it was found to require extensive repairs which the 
owner was not willing to carry out. The building had not been 
de-requisitioned till October, t962, even though a proposal to that 
effect was ma'de by the local military authotities in July, 1961. 

The expenditure incurred on watch and ward and the liability on 
account of rent for the petiod from August, 1957 to October, 1962 
amounted to about' Rs. 21,000. 

The Committee were ~ during the course of evidence' that 
the owner ~  kept the building in good con<iltion upto 1945, but failed 
to do so'thereafter, in contravention of the lease terms. One of- the 

'legal difficulties involved in this case was that the Cinema building 
constructed by the owner was on the land belonging to Government. 
And so, if the building were released to the owner, it might be' ·diffi-
cult for Government to make use of their own land. The Army' Head-
quarters, therefore, considered the question whether to release the 
building or to acquire it. The case had since gone in for arbitration 
as to the amoUnt of compensation to be paid to the- owner. Further 
action in the matter had been bE!ld up, pending the disposal of arbi-
tration proceedings. 

The Committee feel that, the period of six years taken by the-
'Ministry' in' coming to"a dedsion regarding the acquisition af the 
Cifte!hta buU.ing was too 101lg, in\'oIving Goverftll'lent: in an avoidable 
eXpenditure ofrRs. 21,000 on .. at«'b,and.arel 8'Dd rent. Now th •• the 
qutWon' jleg.dding' the eem-pensrion to 'he paid -has been- reftrred t .. 
arbitratdlm,'\hey'WMId Re- to!-be' infOl'llled of-its outl-eome. 



:tl 

Page 5-Pam 6(iv)-ArTeaTS of Tent recoveTies. 

24. Outstandings on account of rent due from Central Ministries,. 
State Government, private bodies, messes, clubs and officers, etc., as 
at the end of March, 1962, amounted to Rs. 2'26 croresapproximately. 
out of which a sum of Rs. 47 lakhs approximately was due from non-
government parties. The corresponding figures at the end of March, 
1961 an<1 March, 1960 were Rs. 2'40 crores and Rs. 2'64 crores res-
pectively. The break-up of outstanding as on 31-3.1962 was as 
follows:-

(Figures in lakhs of rupees) 
-----------------------------

( I) Dues from Ministry of Reha.bilit.ation and Rehabilitation 
Department of State Governments 63.10 

(2) Other, -Central GQvernment Department. 54.64 
(3) Other Sta.te Governments 47.50 
(4) Officers in service 
(5) Officers releasedJr eured left India 
(6) MesseslC1ubs 
(7) Private Parties 
(8) Cantonment BoardslMunlcipalities etc. 

Total : 

1.06 
-2.08 
8,36-

.. 35.M 
13.37 

Dealing with outstandings amounting to Rs. 63'10 lakhs due from. 
the Ministry of Rehabilitation and Rehabilitation Departments of 
State Governments, the representative of the Ministry of Defence 
stated that the Ministry of Rehabilitation had also certain claims 
against the Ministry of DefeJllce in respect of which Rs. 25 
lakhs had been paid by the Mi.nistry of Defence on account. It ap-
peared that on ftnaladjustment, only a smal1 amount would be 
payable by one party or the other. The Committee de&ire that the 
6nal adjustment should be made at an early ~  

25. As regards outstandings amoWlting to· Rs. 1'06 lakhs against 
the officers in service, the representative of the Ministry stated that 
these had accumulated over a number of years. In some cases, the 
original levy had been disputed and in others, representations had 
been made for concessions, decisions on which were pending. While 
the Committee appreciate the need for concessions in deserving eases, 
they feel that, normally, recovery of rent should not be held up, 
pending decisions on representations; the whole amount should' 
be recovered "initially,. and, if necepary, a refund aUowed later on. 



26. As regards arrears amounting to BB. 2'08 lakha due from ofll-
oCers who had retired or left India, the Comptroller and Auditor Gene-
ral stated that some of these had been outstanding for the last 14 years. 
Rs. 1: 56 lakha pertained to one year alone, viz., 1954-55, when a large 
number of officers were allowed to retire, without recovery of rent. 
'The Owmittee feel tbat it was a lapse on the part of the Ministry to 
have allowed the omcers to retire, without prior recovery of reDt 
fram them. They were informed that efforts were now being made 
to contact these officers and to recover as much as possible. by per-
suasion. The Committee would like to be informed of the out-com. 
of the etforta made by the Ministry in this behalf. - 27. As regards outstandings against private parties (MES con-
tractors, private clubs. etc.) the Committee wanted to know the rea-
,sons for heavy accumulation of arrears, when under the rules, rent 
had to be recovered in advance. The Controller General of Defence 
Accounts stated that large amGunts were due from contractors in the 
Southern Command who had resorted to litigation. The representa-
tive of the Ministry added that at the time payments were made to 
MES contractors, amounts corresponding to dues claimed by the 
Department were held back, pending a final settlement in the matter. 
From a ·note furnished by the Ministry of Defence, the Committee 
observe that dues amounting to Rs. 1,25,820 were outstanding against 
47 MES cOl'ltractors. Only in case of 17 contractors out of these, the 
outstandings were covered by payments due to the contractors or 
depOSits made by them with the MES. They further observe that the 
total amount of outstandings agirinst private parties as an 31-3-1963 
was about Rs. 28 lakhs, of which over Rs. 5i lakhs related to the 
period 1947-48 to 1954-55. 

The Committee are unhappy over the accumulation of heavy out-
standinp against private parti.,. (Rs. 28 lakhs as on 31.3-1963). They 
are ~  perturbed over, old outstandings, 88IDe of which date 
hack to the year 194:7-48. The Committee feel that such large out-
standings would not have accumulated., had the; rule regarding the 
recovery of rent in advance been strictly enforced. They desire tbe 
Ministry to effectively impress upon their officers the imperative need 
to follow the rules rigidly in future. 

28. As regards measures proposed to be taken by the Ministry for 
the .expeditious clearance of arrears, the Committee were informed 
during the course of evidence thl;lt special staff was being appointed 
both at the ~  and in the Commands. The Committee (trust that the ~ ~ ~ will ~  itself to the problem with the 

. -Not vetted. by" the Audit. Not prfntecl, , 
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upa.ey it cleeerveI. They would like to be Wormed of the pJ'OCl'flll 
made in the dearu.ee of outataDdinp. 

1'o.ge 6, Paf'a 7 (ii)-loIses 

29. Losses pertaining to the Military Engineer Services which were 
awaiting finalisation at the end of March, 1962 amounted to Rs. 1'76 
crores. Similar flgures for other losses are not anilable in the 
accoWl1li. 

In extenuation, the representative 01 the Ministry of Defence 
stated that the losses, referred to in the Audit para, were generally 
~  by factors not subject to the control of units, such as, 
damages by fire, floods, etc. Even in these cases, however, before 
losses were written off, facts and figures had to be collected and the 
enquiring authorities had to satisfy themselves that there had been 
no negligence on the part of officers concerned. All this took some 
time. As regards the progress made in the disposal of pending cases 
the representative of the Ministry stated that losses amounting to 
about Rs. 65 lakhs had since been disposed of, leaving a balance of 
about Rs. 1111akhs. The witness further stated that, even by dealing 
with each case on a high priority basis, the disposal had not been 
satiSfactory. It had, therefore, been decided to appoint an ad hoc 
committee, consisting of a representative each from the Ministry of 
Defence, Ministry of Finance and the Controller General of Defence 
Accounts to deal with these cases under delegated authority. If 
necessary, the Committee would go to the Commands and dispose of 
cases on the spot. 

WhUe the Comm.ttee note that cases of losses amounting to Rs. 65 
lakhs have· since been finalised, they feel that the poSition is still far 
from satisfactory. The Committee feel particularly concerned at old 
)osses--more than five years old, which account for about three-Mtbs 
of the total losses to be finalised. The C ~  trust that the ap-
pointment of the ad hoc committee (referred to in evidence) wUl 
result in accelerating the pace of flnalisation. They would like· to 
bav ... a further report in the matter. . 

30. The Committee desired to be furnished with a statement 
regarding losses in the MES and Engineer Store Depots, ~  were 
still pending finalisation. They also desired to be furnished with 
detailed infoflllation about some typical cases, involving maJor losses. 
The representative of the Ministry promised to furnish the requisite 
information later. This is still awaited. 
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Page 24, Para 32-Payments for leads for earthwork not SU ~ 
of audit check. 

31. The approved drawing, attached to a contract for the provision 
of traverses to sheds in a certain station,speeitled the lneation of 
sheds and the area from which the earth required for the formation 
of embankments was to be excavated. As ,the borrow -pits were to 
be ~ .in this compact specified area, their lead from any tine 
particular shed should have been more or less constant. It was, 
howevel', noticed from the final bill of the contractor that f different 
leads had been paid for in respect of one and the same shed, imply-
ing that earth had allO been mewed.in iSOmI!·cues :fr.om places nol 
shown in the drawing. The· payments rfor ,leads, could not, be cQtJ:'e-
lated with the drawings; longer leads having 'been allQwed.in SQmEr 

eases where according to the· drawings the leads ought to have been 
shorter. In a few cases, the original entries in the m88lW"ement 
'books were scored through and -loDger leads :eJ1tered ,involving .an 
additional payment on ·this account alone ofRs. 8.1-76. The total 
payments for carriage of earth under ,thecontraet amounted to .:as. 3 
lakhs. 

The M!nistry of ,Finance (Defence) who had been requested in 
Januar.y, 1961 to g. the matter ~ by the -ChIef Technical 
EX4Ulliner, intiJ:Dated in N ~  1962 that the I:esijlts of investiga-
tion W,ere .stil1 awaited. The ,Chief Technical 'Examiner, in 'his 
,report .fQrtbe half y.ear ended 30th .June, 1962 (issued in' 
November, 1962) ~ that the relevant records called.' 
,for from :the Chief. ~  in June, 1960 had not been made avail-
able to him till then. 

In extenuation, the Engineer-in-Chief sbated that even ,before the-
tender was ,accepted. the Eqiine:er .concerned had made it clear to 
the contraciorthat the earth WtlS .not to be taken from the morr4m 
area ,shown 011 .the ,dra.wi1lg, . but from otltside areas. The measure· 
'menta had been .fully recorded, Ulustrated. 'by marts, tables, etc. 
The .·cijfferellce ,of opiniOIl ,was ,regarding the method of ~ 

~  The .C.T.E. felt that a detailed sketch showing mea-
surements . should hlilxebeen .made. The alterations in measure-
ments were also, on investigation,found to -be ~  It was, 
however, a lapse on the part of the ofticer concerned Dot to have 
recorded full reasons for alterations. The Committee referred to-
theJleport of theC;T,E. ,ior the <half ;year.enQed,3(H.lQ62, in ,which 
it bad 'been remarked: 

''Thls point\S.qgeestlou(reganiin.g the preparatiOD of a detailec:l 
abt.cb) ;?qUI ~  broUBJlt to thenotieeCJf ~
In-cbarge by tlle T C C ~  'the Work w .. 



25 

actually in progress. In spite o£ this, no minimum basic 
details were maintained to justify the huge payments of 
Rs. 3'09 lakhs on this account alone in a contract of 
Rs. 10'\1 lakhs. with the result that the same is not 
now susceptible to any technicallaudit check at all. This 
is a serious lapse." 

The Engineer-in-Chief stated that the work was done in 1957-58, 
'llVhf:'reas·the C.T.E's remarks wen' made in 1959-60. 

While the Committee arc glad to he informed tbat tbe alterations 
m ~  were, on in\'cstigation, found to be reasonable, they 
feel that it was a grave S ~ on the part of the officer concerned not 
to have recorded full reasom. therefore. Tbe Committee were given 
to understand in evidence that, for tbis omission, tbe explanation of 
tbe officer concerned had been called for. The Committee would 
like to he furnished with a further report in the matter. 

The:v also desire tbat, with a view to obviate the recurrence of 
surh lapses, the Ministry should issue directions that non-compliance 
with the existing instructions regarding recording of measurements 
and ~  of measurement books would be viewed seriously. 
The officers who make any alterations in the measurement boob 
",hould also bl' ~  to record fnll reasons therefor. 

32. The Committee desired to know why the relevant records 
asked for by the C.T.E. in June, 1960 had not been made available 
for over two years. The Engineer-in-Chief stated that the Chief 
Engineer, Southern Command, who had these records, was, at that 
'.ime, in correspond.ence wit.h Audit in regard to some draft Hudit 
::laragraphs. After he had finished the correspondence, he sent the 
records to the Headquarters for onward transmission to the C.T.E. 
~  whether j: had been ensured that the alterations, referred to 
m the Audit para. resulting in increased payment of Rs. 8,000 to the 
ccntractors, had not been made during this intervening period of 
-:wo years, the Engineer-in-Chief stated that all the corrections were 

~  before April. 1958, when the final bill was submitted. In reply 
~  rJ question, the Additional Secretary to the Ministry admitted that 
the! imp taken by The authorities concerned to furnish the relevant 
:ecords to the Chif'f Technical Examiner was long. 

The Committer are not happy over the inordinate delay in the 
Impply of relevant records to the C.T.E. It is hardly necessary for 
them to point 'out that if the purpose underlying the technical check 
'by the C.T.E's Organisation is not to be undcrmined in any way, the 
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, 
..... NCRd8 aIaoaW .. fanaiIW te thea prGIIlPtb'. The Com· 
mittee trust that the Eql:neer.In-Cblef'. BrBDeh will .... r this ia 
miDd in future. 

M.G.O. Branch 

Page 17-paTa 20-Purehase CYf Vehicles 

33. 1,968 numbers of 3-tons lorries with 234 spare engines were 
purchased in 1951-52 at a total cost of Bs. 4.65 crore&. ~ of 
the lorries were put to use during 1953 their cam-shafts ~  ,iQWl<4 ' 
to be defective. The suppliers ultimately agreed in Marcb.. ~  
to replace all the defective cam-shafts, free of coat. They iUpp]Jeq. 
400 kits by 'February, 1957, which were used up. Althougb iheliuPr 
pliers had also informed, the authorities that arrangements had .beEm 
made to ensure that Defence al1thorities would always have. Il ~ 
ing stock of 100 kits with them, no replacements were obtained from 
the suppliers. A large number of the vehiCles had to lie idle {or 
varying periods from time to time. 

The cost of replacement of the remammg defective cam-shafts 
was estimated to be, about Rs. 8 lakhs. 

The Committee were informed puring the course of· evidence that 
although the cam-shafts were defective from the very bginning, the 
defect could not be detected until the engine 'was opened up. It was 
first noticed when some of the vehicles came to workshops for 
repairs. The matter was taken up with the suppliers who admitted 
the defect, and agreed that a repair-pool of 100 cam-6hafts would 
be maintained. They also agreed to supply cam-shafts for other 
vehicles, when these came to Workshops for repairs. Due, however, 
to some negligence, no repair-pool was maintained, and consequ-
ently, no demands were made on the suppliers for 4-5 years. ~ 
on, when the suppliers were again approached. they indiCated their 
willingness to supply the cam-shafts, if an import licence were-
issued to them. Subsequently, the firm stated that they would be 
prepared to supply 500 cam-shafts provldedthat was accepted as the 
final settlement. According to an assessment' made by technical 
advisers to the Ministry, about 1,200-1,300 more cam-shafts would be 
required. Negotiations were being conducted with the suppliers to 
Gbtain this number. In reply to a question, it was admitted that the 
vehicles purchased in this case were not eonsidenct to be· ~ ~ 
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In reply to another question, it was stated that prototype of 

these vehicles was tried for about 20,000 miles, but no defect was 
noticed. The Comptroller and Auditor-General, however, pointed 
out that inspection reports of the prototype were issued in Decem-
ber, 1954, long after the purchase had been made. In a note· fur-
nished by the Ministry of Defence, it has been stated that the report 
wbmitted in December, 1954 was the final report. However, an 
interim trial report was also submitted by the Chief Superintendent 
of Devel"pment (Vehicles) on 15th June, 1951. 

It has since been brought to the notice of the Committee by Audit 
based on a communication from the Ministry dated the 14th October, 
1963 that the interim report issued on the 15th June, 1951 had been 
based on tests covering a run of only 700 miles and that even before 
this report was received, deliveries had commenced on 17th May, 
1951 against the first batch of 264 vehicles which had been ordered 
on the basis of tests carried out in 1949 on a different model. 

The Committee are unhappy over the manner in which the autho-
rities concerned had acted in this cnse. They observe thnt, accord-
ing to the Ministry's own admission, the vehicles purchased were 
not considered to be efficient. While the Committee grant that the 
defect in cam-shafts couldnot bt> detected until the engine was 
opened up, they feel that it was wrong on the part of the authorities 
concerned to have purchased vehicles, costing over Its. 4 crores, long 
before the final inspectio,", report on the trial of the prototype had 
been issued. The Committee further observe that though the sup-
pliers had agreed to the maintenance of a repair-pool and to the 
gradual supply of cam-shafts for other vehicles, no demands were 
made on the suppliers for 4-5 years, due to negligence. It passes the 
comprehension of the Committee that the authorities ('oru:emed 
should have been so oblivious of the interests of the ~  

The Committee recommend that 8 thorough inquiry should he held 
in this matter with a view to fixina: resPOnsibilitv for the negligenee . 
They would also like to be informed of the final settlement arrived I 
at with the snppliers. 

Page 17-para 21-AvoidabZe expenditure Oft procurement of Store., 

34. 270 numbers of four types of signal equipment, lying in a 
central ordnance depot, were reported to the Army !!:eadquarters 
for disposal instructions in March, 1954, as there was no demand and 
only eight numbers had been issued during a period of ten years. 
The Army Headquarters, however, directed in September, 1954 that . 

-Advanee oopy furnished by the Ministry. Not printed,. 
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the ~ should not be, dlspOl8d' of 88 they were current 
.standard items. 

On being approached by the depot authorities in 1960, the Electro-
nic Equipment Inspectollate advised early in 1961 that these ~
rnent could be assembled to make another type of equiplnent for 
which 4 purohase orders- for 50 numbers in all had been placed on 
the Illdian Telephone Industries, Limited, in August, 1957 at 
Rs. 24,000 each. 

In A]>ril, 1960, the Indian Telephone Industries agl1eed to the pro-
posal of. the, Army ~  for the cancellation of 20 numbers 
valued at Rs. 4.8 lakhs. However, in November, 1960, Army Head-
q)l8l'tem revived the .rder, but again in June, 1'961 suggested its 
oaacellaUon. The Company agreed. to the cancellation subject to 
Army Headquarters taking over purchased components valued at 
Rs. 82,500. The order has, however, been reinstated in January, 
1963; 

Out of the remaining 30 numbers, Army Hee.ciquarters proposed 
cancellation of 24 numbers, valued at Rs. S.76 laths, ill June, 1961. 
Th:ia was not agreed to by the, company as the components, had been 
purchased in fulL 

In extenuation of frequent changes it). decisions, the Deputy Master 
General of Ordnance stated that the order was first suspended in 
April, 1"960, as, consequent on an alteration in the scale of provi-
sioning, a surplus was anticipated. Later on" one of the equipments 
was declared obsolete. The MGO Branch was advised ~  while 
considering the suspension of the order, this equipment shou14 not 
be treated as asset for the purpose of provisioning. i\t the same 
time, it was brought to the notice of the Army Headquarters ~  

certain sub-assemblies were available in a particular Depot which 
could be assembled to make the current equipment. The order was 
reinstated in November, 1960, pending the advice of the technical 
authorities. In February, 1961, the technical auhorities opined that 
the sub-assemblies held in the Depot could be used to make the cur-
rent equipment. The I.T.I. were, therefore, approached in JlUIAil, 
1961, for the cancellation of the order. After the declaration of the 
Emergency, there was a great increase in the demand. for the equip-
ment, and a def\cieooy was felt, even after takinl{ into account the 
sub-assemblies in the Depot. The order on the L T.I. was, therefore, 
..agam revived. • 



The Committee note that the demand for the equipment placed 
GIl the IT.I. wu twice cancelled and twice revived within a span of 
less than three years. Such frequent revisions, the Committee 
would like to point out, not only goerate an all-robd sense of 
uncertainty but are also fraught with the risk of disturbiq the pro-
duction-schedules of suppJiers-a publ1c undertaking in the preseat 
ease. The Committee need hardly emphasise that provisioning 
d.eeWons sIloul:d be reasonably firm, and should be arrived at, after 
taking all the relevant factors into account. The Committee would 
aho like to have a report about the final disposal of the 271 num-
bers of four types of signal equipment referred to herein. 

Page 17-Para 22 (a) - Unnecessary purchase and over-provisioning 
of Stores 

35. 14,000 numbers of sashes worsted (an item of clothing), pur-
chased in 1956 at a cost of Rs. 96,250 against an indent placed in 1954, 
were lying unutilised in a central ordnance depot (September, 1962). 
The use of this item was given up during the last war and did not 
appear in the authorised scales of clothing published in 1952. 

The Committee were informed during the course of evidence 
that sashes were used by orderly officers on duty for the purpose of 
easy identification. During the Second World War the use of sashes 
was suspended. After the War, although sashes were used by some 
units, most of the units stopped indenting for the item. The Army 
Order issued in 1952 did not include this item in the list of pres-
cribed clothing. It did not, however, specifically lay down that 
sashes would not be used in units. The provisioning authorities did 
not pay full heed to this order, and placed indents for the item. As 
to the latest position, it was stated that since the declaration of 
Emergency, the use of sashes was considered essential for the 
intended purpose in view of a very large number of recruits. There 
was also a demand for the item from the NCC Units. On the 4th 
May, 1963, orders were issued re-introducing the use of sashes in 
units. The sashes, referred to in the Audit para., were in good con-
dition and would all be used up. 

In reply to a question, it was stated that although the orders re-
introducing the use of sashes were issued after the matter had been 
included in the "udlt Report, it had all along been presumed ~ 
eashes would remain in use. 
1826 (Ail) LSD-3. 
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While the Committee are glad to be informed that, consequent 
on the re-introduction of the use of sashes with effect from May, 
1963, the sashes procured in this case will all be used up, they cannot 
help observing that, in placing the indent for the item in 1954, in 
utter disregard of the orders then in force, the authorities concerned 
had gravely erred. They also feel that the period of 11 years taken 
by the Ministry in coming to a final decision in the matter was too 
long. They desire the Ministry to show greater ~  in tak. 
ing decisions. ' 

Page 18--para 22 (b) 

36. As a result of an erroneous computation of requirements in the 
?rovision reviews carried out by a central ordnance depot. in June, 
1955 and Jun, 1956, two indents for 600 end 770 units of an item 
were placed on the Director-General, India Store Department, 
London in May and July, 1956. A contract for the supply of the 
stores at a cost of a little over B.s. 1 lakh was concluded in April, 
1958 and these were received by November, 1959. 

The provision review carried out in October, 1958, showed a sur-
plus of 1,694 units of this item and an attempt was made by the 
depot authorities after four months, in February. 1959, to cancel the 
supplies, already ordered, but this could not be done since the bulk 
of the quantity had already been manufactured and the balance was 
in an advanced stage of manufacture. In September, 1962. 1,296 
numbers of this store of the value of Rs. 95,425 (approximately) were 
still in stock. 

The Committee were informed that over-?rovisioning was partly 
due to a mistake in orders. Action was taken to assemble wireless 
sets complete (which included the item in question), instead of wire-
less Sets Kit I (which did not include the item). This accounted for 
485 Nos. Further, the item in question, being a Class B store (in 
case of which the indent was to cancel automatically if the supply 
did not materialise within six months), 'dues-outs' to the units were 
shown to have come down to a very small figure by the year 1958. 
whereas the 'dues-in' were shown at the indented figure. When the 
stores arrived in 1959, the units again started progressing the 
indents. As to the present position, the witness stated that only 61 
numbers had been left in stock, and there were still large demands 
from the units. 

The Committee were informed that the officer responsible for 
the erroneous provisioning had retired from ~  (From a note-
furnished by the Ministry of Defence, the Committee observe that 

• Advance furnished by the Ministry. Not printed. 
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th,e miCaJq '9(88 detected by the C.O.D. concerned early in 1959; and 
thtt oftlcer who signed the letter daWd the 28th July, 19M, authoris-
ing the proviaionilig action, retired from service on 8th December. 
1957). 

It is hardly· necessary for the Committee to empbuile the D88Il 
for extreme care in provisioninc, for· procurement of surpl11l a101'8ll 
not only results in blockiD&' much-needed capital aDd atol'llle accom-
modation lIut also entails avoidable expenditure on their care and 
custodY .. The Committee would, therefore, like the Ministry to take 
suitable steps to avoid over-provialoning. 

Page 6, perra 6 (vi) and pages 27-28, para 39-Inactive Stores in Cen-
tral Ordnance Depots 

37. (8) The holdings of an ordnance depot in April, 1962, were 
1,40,000 items valued at Rs. 82 crores approximately. Not more 
than 25,000 items could be considered as "live" items. The majority 
of stores were slow-mOving items and in a large number of cases 
there had been no issues at all during the preceding three years. . 

(b) In four central ordnance depots the total holdings in May. 
1962 were about 2,17,000 tons, the stock in each depot varying from 
3 to 6 times the quantity fixed as the authorised holding. 

It was also observed that there were many non-current items for 
which no provisioning had been made during the last five years. 
The holding of non-current items has to be considered in the light of 
the overall shortage of storage accommodation which has necessitat-
ed serviceable stores being kept in the open in certain depots. 

The Inter-Services Technical Team, constituted in November. 
1&58, examined only the stores which had been declared surplus and 
as such these non-current items, which had not been declared for 
disposal, were not examined. The necessity for arranging expedi-
tiously a phased programme of technical survey of these stocks was, 
therefore, pointed out by Audit to Government in May, 1962. The 
Ministry of Defence expressed the view (October, 1962) that the 
existing procedure for deteI'Illining the retention or disposal of sur-
plus stores was adequate and that the setting up of a team of experts 
for examining stores in the stock-holding depots would not be worth-
while. 

The Committee were informed during the course of evidence 
that as a result of a review carried out in 1958, a number of items 
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were recommended fQ1' disposal The recommendations were' not, 
however, accepted by Government, with the result that the rate of 
disposal came down. There had again been a change in Govern-
ment policy since 7th February, 1963, when it was decided to c0ns-
titute four committees, one each for engineering, vehicle, signal and 
general stores, with whole-time secretaries. These Committees 
would go to each depot and prepare lists for disposal. According to 
the direction given to these Committees, only such stores were to 
be declared for disposal, as were not likely to be requited at all 
Even when an item was declared sUl'Iplus, it would be offered 10 other 
Defence users, before being declared surplus for disposal. The pro-
gress made in the work done by these committees would be watched 
through Quarterly Progress Reports. In reply to a question, it was 
stated that, keeping in view the shortage of foreign exchange, dis-
posal had to be done with care, and old stocks utilised in building 
up new items. The witness added in this connection that stores of 
the book value of about Rs. 2 crores, which would have been dis-
posed of but for the freezing order, had been subsequently utilised. 
As to the latest position, it was stated that the said committees had 
so far functioned for about 1-2 months. 

While the Committee appreciate the need for extreme care in the 
dlsposal of surplus stores, they see little justification for retaining 
UDwanted and obsolete stores for unduly long periods. The Com-
mittee note in this connection that despite their repeated exhorta-
tion for the early screening of old stocks and disposal of ~  
and obsolete stores, much progress has not yet been made in the 
matter. The Committee desire' the Ministry to inlpress Upon the 
Depot authorities and (the surplus stores) committees, referred to 
in evidence, the need to address themselves to the matter with the 
attention it deserves. They would like to watch the progress made 
in the disposal of surplus stores in Depots referred to in this para, 
through future Audit Reports. 

38. The Committee desired to know the position regarding the dis-
posal of pre-1948 vehicles. The representative of the Ministry stated 
that a vehicle was declared surplus when the cost of repairing it 
was estimated to exceed a given percentage of its price. This 'would 
necessitate an assessment of the cost of repairing each vehicle. He 
further stated that vehicles had to be disposed of in sizable lots. 
Disposal of too small a number might be very expensive and the dis-
~ of too big a number might not fetch a good 'price .• A prGper 
balance had, therefore, to be struck by the Ministry. 
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From a note· furnished by the Ministry, the Committee observe 
that holdings of unserviceable (Class VI) 'B' vehicles of pre-1948 
vitage as held on 31st July, 19631by salvage Depots were 691 (includ-
ing 564 carsltrucksllorries and 29 tractors). The Committee desire 
that early steps should be taken to dispose of these vehicles. 

Page 28--pa.ra 4O-N on-utilization of a band saw shop in. an ore:!-
nanc. depot to fun capacity. 

39. In an ordnance depot, a band saw shop was installed in Janu-
ary, 1957 for sawing timeber. During the period January, 1957, to 
October, 1961. 25,216 c.ft. of timber was sawn in this shop Eagainst 
the available capacity of 80,370 eft. While the full installed sawing 

. capacity of this depot was not utilised, one engineer unit located in 
the same station entered into Q contract for the sawing of 40,930 c.ft. 
of timber during the period April 1961 to September, 1961, involving 
an expenditure of Rs. 22,920 approximately. 

_ On the basis ~  the sawing rate of Rs. O' 56 per c.·ft. paid !by the 
unit for sawing timber, the cost of sawing work done by the sawing 
shop in the ordnance depot. during the period January, 1957 to Octo-
ber, 1961, worked out to Rs. 14.121 against which the actual expendi-
ture incurred on account of pay and allowances alone of the person-
nel direC'tly employed on this sawing work was Rs. 71,514. Closer 
co-ordination would have resulted in a better utilisation of the band 
saw shop with resultant saving in expenditure. 

In evidence, the representatIve of the Ministry of Defence con-
firmed that the Engineer unit was not aware of the existence of spare 
sawing capacity in the Depot, situate at a distance of 1-2 miles. This 
was due to the fact that there was then no system of exchange of 
such information among the various units stationed at the same place. 
This, the witness admitted, was a mistake and to obviate which spe-
cific instructions had already been issued. The question of issuing 
general instructions to avoid non-utilisation of other capacities, in 
similar circumstances, was under examination. The Committee are 
e1ad to note that suitable instructions have since been issued in Octo-
ber 1163. 
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AIR FORCE 

Pages 2O-21-pa.Ta 27-PTOC'UTement of a Flight Simula.tor without 
inviting tender. 

40. Under directions issued tby Government in March, 1958, a con-
tract was entered into with a firm in July, 1958, without inviting 
quotations, for the supply of a Canberra Simulator at a cost of 
B.s. 27' 24 lakhs. Another finn, which had manufactured simulators 
for other types of aircraft, made an offer in May, 1958 to build the 
aimulator in question but the Air Adviser attached to the High Com-
missioner for India in the United Kingdom informed the firm on 28th 
May, 1958 that there was no requirement for a Canberra simulator. 

According to Audit, the requirement was known before April, 
1957 and the local representative of the firm with whom the order 
was placed hac! been informed. accordingly. In August, 1957, the Air 

. Adviser informed' the firm that the Air Headquarters had agreed to 
release all detailed information necel88l'Y to enable them to submit 
their quotation. The firm. s\ibmitted. their quotation in October, 1957. 

The ftight simulator was shipped in October, 1960 and installed 
only in October, 1961. 

It was urged during the coUrse of evidence that the firm in ques-
tion had, on its own, approached the Air Headquarters for details 
necessary to complete the design-study which it had initiated at its 
own expense. Had any other firm asked for similar details, these 
would have been furnished to them also. It was also stated that 
although the idea regarding the purchase of a Simulator for training 
purpose had been mooted in the Air Headquarters by 1957, no firm 
decision in the matter had been taken till then. Government approv-
al to the purchase was accorded much later, by which time, the firm 
in question had completed the deSign-study Of the Simulator. It was, 
therefore, decided to place the order on this firm, and not to invite 
tenders, as any other firm would have taken 12-18 months in design-
study. The Committee enquired why the second firm was told by 
the Air Adviser in May, 1958, that there was no demand for the Simu-
lator. The representatives of the Ministry stated that a firm order 
on the first firm had really been placed in March, 1958. Also, the 
second firm was yet to make a design-study of the simulator. Asked 

34 
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whether it would not have been of advantage, if' the AIr 
Headquarters were to get other- firms interesfed in the offer even at 
the tentative stage 80 that there was cOmpetition not only in prices 
but also delivery-schedules, the witness replied that it wasdiftlcult 
at that stage to ask other firms to make a design-study of an equip-
ment, the purchase of which might or might not be sanctioned. 

Referring to the explanation given to Audit that the Simulator 
was an urgent requirement, the Committee enquired whether the 
fact, that J;he supply did not materialiae until October, 1960 and that 
the equipment could be installed only in October, 1961, was in con-
formity with this explanation. The representative of the MinIstry 
stated that the equipment was being manufactured for the first time, 
and that, as expected in such cases, the equipment was produced in 
about 18 months. During its inspection, however, certain defects 
were pointed out and certain modifications suggested. The firm took 
about six months to effect the necessary changes. In regard to the 
delay in installation, the witness stated that the air-conditioning 
arrangements for the installation could not be completed till 30th 
June, 1961. Although, ,administrative approval to the construction 
.of the r.ir-conditioned building was accorded as early as 1958, it could 
not be started as the lowest tender exceeded the amount of adminis-
trative approval and this necessitated re-tendering. 

The Committee regret to observe that even though the Ministry 
c:hose to forego the benefits of competttive tenderm. in the interest 
~  urgency, the supply did not materialise till October, 1960, i.e., two 
and a quarter years after the placemetlt of the order, whereafter 
another year elapsed before the simulator could be iilstalled. The 
Committee feel that H the requirement of the simulator was so urg-
ent, the various phases of the Projeet Mould have been so planned 
that the simulator could be instaned immediately after reeeipt in 
India. The Ministry, however, failed to ensure this. The plea offer-
ed by the Ministry for their fallure to dlake timely arranpm,ents for 
the installation is not convincing. The Committee trust that care 
will be taken by the Ministry to ensure that cases of this type do 
not recur. 

Page 21--1XLra 28-Loss in purchase of batteries 
41. 240 numbers of batteries required for a particular type of air-

craft were procured from abroad in 1957-58, through the Director 
General, India Store Department, London, at a cost of Re. 4,183 each. 
Although the average expected life of these batteries was stated to be 

·According to a note (advance copy) submitted by the Ministry of 
Defence (Appendix IV), there was 'Only other finn in the field (vt.z., 
the second ~~ 
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160 to 170 flying hours, 100 numlbers became repairable I dead after 
having been in service for less than 90 hours each--44 were in ser-
vice for less than 7 hours each on the average and 56 for less than 72 
hours each. The firm attributed the premature failure to faulty 
maintenance. Ultimately the firm agreed to repair ten of these free; 
the remaining ~O were got repaired from the same firm at a cost of 
Rs. 2:68 lakhs. 

It was urged in evidence that this was a newly-introduced, spe-
cial type of battery highly sophisticated, in the practical handling of 
which the I.A.F. personnel had no previous experience. As such,. 
there could have been mistakes in the initial stages. Further, the 
conditions of dust, humidity and heat, in whioh the ,batteries had to 
operate for the first time in India, did not exist in the country of its 
origin. 

The Committee were informed by Audit that there was no war-
ranty clause in the original agreement for the purchase of batteries. 
The representative of the Air Headquarters ascribed it to inadvertent 
omission but added in extenuation that the ibatteries formed part of 
the equipment supplied by the aircraft ma'nufacturers, and had not 
been purchased separately from the original producers of battery. 
Subsequently, when some of these batteries were sent to their manu-
facturers for repairs, they did give warranty for these (repaired) 
batteries. The warranty was operative for six months or 90 flying 
hours from the date on which the batteries were put into service. 

As regards the performance of the batteries, it was stated that in 
ease of 140 batteries, out of a tot'al of 240, purchased under the initial 
contract, no defects were reported by the I.A.F. Units. Out of the-
remaining hundred, only 34 failed, before giving a service for six. 
months or 90 flying hours. Fifteen of the batteries gave a service 
between 45 to 85 fiying hours, which could be treated it reasonable-
performance, taking into account the initial difficulties of mainten-
ance and different climatic conditions in this country. The witness 
further stated that there had been an improvement since 1959 when 
as many as 36 defects were reported. The number of defects had 
come down to 4 in 1960, but had again gone up to 12 in 1961. In 1962,_ 
some changes were effected, but there had again been a recurrence 
of defects, directly related to maintenance. While the Committee 
110te that the battery manufacturers gave a free replacement of I.' 
batteries (each costing RI. 4,183), for the 18 ~  that failed 
before giving a service of 45 flying hours, they cannot help observiDe-
that it wu a arave omission on the part of the authorities concerned 
Bot to have included a warranty clause in respect of these batteries 
in the initial contract. The Committee trust that care will, ill future;. 
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be taken by the authorities concerned to ensure that omisaions of this 
·Dature do not recur. 

The Committee would also like the Ministry to eumine whether ... 
In case of newly-introdueed, hlrhly wphisticated equipment, like the-
one in question, imported from foreiJD countries at a heavy cost, it 
would not be worthwhile to make some arrangement, before-hand,. 
for the training of nucleus staff in its handlin, and maintenance. 

Page 11---paTa 29(a)-Non-utilisatiion of imported machine,y and' 
nOTeS 

42. An 'Operational Immediate' indent, on behalf of an aircraft 
manufacturing depot, was placed in March, 1960 on the Director 
General, India Store Department, London for the supply of a Jig 
Boring ~  with accessories considered essential for the manu-
facture of an aircraft. A contract was concluded by the Director 
General, India Store Department, London with a Swiss firm in May, 
1960, at a cost of £ 30,830 CRs. 4'11Iakhs), with a stipulation that the· 
machiDe was urgently required and that the supply should be com-
pleted by November, 1960. The machine was, however, received' 
during March, 1961 to December, 1961 and brought on charge in May, 
1962. 

The air-conditioned accommodation required for its utilisation had· 
not been constructed. The administrative approval was accorded in-
June, 1961, but its construction could not be taken up by the Military 
Engineer Services, who approached the Government in January, 
1962 for a revised sanction to meet the increased demand for accom-
modation made by the aircraft manufacturing depot. The sanction 
was accorded on 21st September, 1962 and envisages a period of two· 
years for the completion of the work from the date of order to com-
mence it. 

In evidence, the representative of the Ministry of Economic and 
Defence Co-ordination stated that although there was some change 
in the specification of the machine, it was offered for inspection 
within the grace period of 21 days. The inspection, packing and des-
patch of the machine, however, took about three months, as against 
the usual period of about 1-2 months taken in these processes. The 
witness admitted the delay in despatch, and added that the attention 
of the India Store Department, London had been drawn to it. As 
regards minor accessories, the representative of the Ministry of· 
Defence stated that there was a delay of about 4-5 months in supply. 
This did not, .however, affect the installation of the machine, and, 
therefore, no action was considered necessary against the suppliers .. 
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As regards the delay in the construction of the building, the re-
"presentative of the Ministry of Defence stated that the entite pro-
gramme was connected with the civil works of A.M.D., Kanpur. The 
delay in the sanction of theair-coridltloned building was occasioned 
'by factors beyond the control of the Ministry. In reply to a question, 
the witness stated that although the plant could not be utilised to 
more than 20-30% of its full capacity, ~  were taken to ensure 
that no damage was oaused to it in the absence of air-conditioning 
facilities. In reply to another question, the witness admitled that 
to some extent, there was a lack of proper planning in this case. 
There was also shortfall in the over-all production programme at 
Kanpur, but as to how much of it could be attributed to the under-
utilisation of the machine in question, he could not say. 

This is another case of bad planning and inorclinate delay. It is 
. deplorable that in the case of a machine ordered aga1nJt an 'Opera_ 
tional Immediate' Indent, stipulating the completion of supply by 

. November, 1960, the final sanction to the eonstructlon of an air-cOll-
ditIoned buildina, required for its utilisation, should not have been 
accorded till September, 1962. As this ~~ (in the absence of 
which the machine could not be utilised to more than ZO-30% of Its 
capadty:), was estimated to take two years for cempletion from the 
date of order of commencement, it would not be before September, 
1964., that the machine could be expected to work to full capacity . 

. The Committee desire the Ministry to give serious thought as to how 
to obviate the recurrence of llUeh ~  They would, in particular, 
like tile Ministry to examine, in consultation with Finance, whether 
the existing procedure, for the iSsue of sanction/administrative ap-
proval, did not require to be stream-lined in the case of urgent 
Defence works whieh brook ao delay. 

43. The India Store Department, London, are also not free from 
'blatne in this ease. As against the normal period of 1-2 months taken 
in inspection, packing and despatch, they had taken 
about three months, although the Indent was an 10000ational Imme-

I diate' one. The Committee are informed that the attention of India 
Store Department has been drawn to the delay in the present ease. 
They trust that the said Department wiD serupuJcmsly avoid such 
delays in future. 

Page 22-Para 29 (b) -N ~  of imported machinery and 
Stores 

44. Another 'Operational Immediate' indent for the supply of a 
a,OOO-ton Rubber Die Press with spares, ete., at an estimated cost of 
£ 82,080, was placed by the same depot on the Director General, India 

:Store Department, London on 11th July, 1960. • 
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Agaimt this indent, an old unused maehine, which was readUy 
. available with the United Kingdom Government, was purchased at a 
cost of £ 53,000. A contract far checking its completeness, over-haul, 
packing and delivery F.O.B. as well as erection of the equipment in 
India at a cost of £ 12,319, was concluded with a British firm on 7th 
September, 1961. All components of the Press had not, however, 
been received in India till September, 1962, although, according to the 
contract, the Press was to be delivered duly serviced by the end of 

. December, 1961. 

Even if all the components were received, there was no possibility 
of the machine being utilised in the near future as the connected 
works services, mainly electrification, remained to be executed and 
its erection and commissioning would take about 16 weeks. In Sep-
tember, 1962, the Garrison Engineer expressed his inability to indi-
cate when ~ work would be taken in hand. 

The Ministry of Defence intimated (January, 1963) that the delay 
in completion of the works services had been due to revision of origi-
nal p.stimates and that interim arrangements would be made to run 
the Press during the night when the aircraft manufacturing depot 
was not working to full capacity. 

In extenuation, the representatIve of the Ministry of Economic 
and Defence Coordination stated that the new machine was expected 
to cost about £ 115,000. As against this, an old but unused machine 
was available with the U.K. War Office which was offered for 
£ 53,000. Keeping in view the considerable saving in foreign ex-
change, it was decided to purchase the old machine. An additional 
expenditure of about £ 8,000 was incurred on re-conditioning of the 
machine. The cost of erection would be about £ 4,000. There had 
thus been a saving of about £ 50,000. The Committee desired to be 
furnished with a note stating the year of manufacture of machine, 
the original expected life of the machine and the period for which it 
was expected to work. The representative of the Ministry of Defence 
promised to furnish the requisite information later. This is still 
awaited. 

As regards the latest position, the Committee were informed that 
all the components of the machine had since been received. The 
machine was not, however, working for want of electricity. 

The Committee regret to observe that although the indent in this 
ease also was an 'Operational Immediate' one, the matter had not 
1teen handled with the urgeney it required. The contrad for· cheek-mr the completeness, overhaul, packing and delivery of the maeMne 
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and its erection was concluded l' months after the plac:in, of the 
indent. Further, althOUlth more than three years have elapsed since-
the indent was placed, the necessary works services and electric 
arrangements are yet to be made. The revision of estimates is 
hardly a satisfactory ground for this delay. The Commit-
tee would like to be informed of the date from. which the-
machine is put to use. The Committee would like the Ministry to 
issue suitable instructions to all concerned that 'Operational Imme-
diate' indent should be placed only after careful scrutiny and&"that the-
subsequent consequential action should be such as to justify the clas-
sification of the indent in this category. 

Page 22, para 29(c)-Non-utiZisation of imported machinery and" 
Stores 

45. 340 sets, costing Rs. 5'90 lakhs, of a certain modification, in-
dented for by Air Headquarters in June, 1958, for immediate incor-
poration in a particular type of aircraft, were imported from abroad 
during ~  From March, 1960 onwards, 122 numbers of these' 
sets were issued to various Air Force units which had been directed" 
to raise priority demands for them. In September, 1960, the Air 
Headquarters, however, decided that these modifications need be' 
incorporated only during major Inspections of aircraft along with 
another modification ordered from Hindustan Aircraft Limited. 223 
sets of the other modification were delivered by Hindustan Aircraft 
Limited during April, 1961 to September, 1962, but they were defi-
cient in certain parts. Up to September, 1962, only 43 imported sets 
had been incorporated, leaving a balance of 297 sets costing Rs. 5'16' 
lakhs approximately still in stock, although it had been stated in 
1958 that they were required for immediate incorporation in the air-
craft. 

The Ministry of Defence stated that these sets along with the 
other modification would be incorporated after receipt of the defi-
cient parts which had been ordered from abroad (January, 1963). 

The Committee were informed during the course of evidence that 
in order to improve the safety factor of the particular type of air-
craft, two modifications were necessary-one to be imported from 
abroad and the other to be supplied by the H.A.L. When the import-
ed modification was received, it was found that the time required to 
incorporate it would be more than twice the original estimate. It 
was, therefore, decided not to install it in the forward airfields, as 
originally proposed, but to do it when the aircraft came to the repair 
depot for overhaul or major repairs. As regards the second modi-
cation, the supplies from the H.A.L. were not ~  to schedule. 
The reason for this was that the HA.L. had to import a nWhber of 
components, for which they had to rely on foreign suppliers. 
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TIle Committee note that Z97 of the MO imported aeta (eostiq 
•. 5'90 laIduI), stated to be required for immediate ineorporation .. 
far back as in 1958, are still lying in stock. While the Committee 
appreciate the difBcu1ties in the immediate ineorporation of tbe modi-
fication in the forward areas, they eannot help observin.r that the Air 
Foree authorities had been hiply unrealistie in their assessment of 
the time required for the ineorporation of tbe modifieations. 

46. As regards the second modification, it was stated that 223 units 
'had so far been supplied by the H.A.L. The Committee were inform-
oed by Audit that in the case of this modification, the supplies were 
-deficient by 45 items per kit. In a note· furnished by the Ministry 
'Of Defence at the instance of the Committee, it has been stated that 
Messrs. H.A.L. were capable of fabricating 21 parts out of a total of 
'66 parts required for the modification set. These 21 parts were the 
major components. The other 45 parts were required for fitment of 
these 21 parts and were aircraft general stores and chemicals (Uke 
bolts, nuts, wire, cellulose finish etc.). Messrs. H.A.L., however, 
actually supplied only 20 parts as the remaining part (21st) was not 
required. Out of the 45 items which were not suppied by Messrs. 
H.A.L. 14 were/are available in LA.F. stock. The possibility for local 
purchase of the 31 items was explored. Attempts were also made 
to obtain these items from within the resources of the overhaul line 
'at No. I-BRD. Ultimately when it was established that these items 
were not available through indigenous sources, an indent was sent to 
the U.K. in July, 1963. 

WhOe the Committee appreciate the need to tap indigenous sourees 
10 the maximum possible extent, they feel that the time taken to do 
-so should be reasonable so that the purpose for which the materials 
are required is not undennined in any way. In the ~  case, the 
authorities concerned had taken about three years to find the mate-
rials indigenously at the end of which period they had to place orders 
abroad for as many as 31. parts, with the result that 223 sets of the 
parts, supplied by the H.A.L., could not be used. The Committee 
-desire that vigorous efforts should now be made for the expeditious 
procurement of the remainiq parts so that the modiftcatioa can be 
'incorporated in the aircraft as early as possible. 

Pages 32-33--para 45-Inactive stores in Air FOTce Depots. 

47. In paragraphs 52 and 53 of the Sixth Report of the Public 
Accounts Committee (Second Lok Sabha) reference was made to 
large stocks oJ. stores taken over from the Royall American Air Force 

• Advance copy furnished by the Ministry. Not printed. 
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which ~  remained in ~ origiQal package. without· hemg Hen 
identified or sorted ,?ut. 

In A~  ~  ·Govemment authorised a scheme on a priority 
basis for th, segregation of Air. F'oree equipment into active and in-
active. In December, 1857,' the Ministry of Defence stated that all 
possib,le e1forts were being made tOCOlllplete the review as early as 
possible. In the Ministry's reply to the recommendations against 
serial No. 40 of Seventeenth Report of the Public Accounts Commit-
tee (Second Lok Babha), it was stated that Air Force had ftlready 
decided on the quantities of items to be retained for use. 

It, however, came to notice that in one depot alone, out of 6,450 
unopened packages reported to contain valuable items suah as ~ 
formers, transmitters, receivers, generating sets, etc., 1,307 package. 
were to be opened, examined, sorted out and their contents brought 
on charge (October, 1962). 

In evidence, the slow progress in categorisation of packages was 
ascribed to ~  of technical personnel who could identify the 
stores. Although posts had been sanctioned for the task, these could 
not be filled up. As regards the latest position, it was stated that 
the whole work had been completed. The Committee are glad to 
learn this. They, however, C8IlDot help observing that the period of 
18 years taken by the authorities eoneemed to do this was inordinate-
ly long. even after making due aUowam:e for the shortage of teehnl-
eaI ltd. -

48. The Committee desired to know in evidence whether orders 
for any of the stores contained in the packages were placed abroad, 
and if so, of what value. The representative of the Air Headquarters 
stated that orders for these stores would not have been placed, as the. 
contents of the packages were known. In a note· furnished by the 
Ministry of Defence, it has been stated: "In order to give an accurate 
picture, it will be :pecessary to go through a large number of Provi-
sion Control Record Cards for which a considerable number of man-
hours will have to be devoted to this particular task. However, to 
give a general1dea, it may be stated that although there is a possi-
bility of Air Headquarters having ordered such stores, the quantity 
ordered would have been in accordance with the Authorised Maxi .. 
mum Potential Establishment for the particular period .... ". 

During the course of evidence, the Comptroller and Auditor 
GeDeral had referred to a letter in which the officer-in-charge of a 
depot had written that in spite of repeated representations. his ~ 
quest for despatch of stores to the appropriate depots ,had not ~ 

• Advance copy funlished by the ~  Not printed.. 
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aareed to so far, with the result that although the stores were avail:" 
able, the same could not be issued to the consuming units. It was 
also stated in this letter that no ~~  was aware of the existence of 
these stores, except the Headquarters. In the aforesaid Note furnish-
ed by the Ministry, it has been stated in this regard that as far as 
signals equipment is concerned, whatever stores could be absorbed 
at No.2 Equipment Depot, have been transferred to that Depot. The.. 
balance is now at No. 3 Equipment Depot for want of storage accom-
modatien at the appropriate stock-holding Depot. 

The Committee feel concerned to observe that due to delay la-
~  and tnm&fer to appropriate depots, valuable electrical 
and sigDal equipment, such as transformers, transmitters, ~ 
,eneratin, sets, although available with the Air Force authorities 
could not be issued to the consuming units. For the same reasons 
orders for such equipment might have been placed abroad, ~ 

as stated by the Ministry, within the limits of the authorised MaxI-
mum Potential Establishment for the period. This is indicatiYe of ~ 
lack of coordination and a eertam amount of negligenee. The matter 
requires proper investigation with a view to fixing responsibility. 
The Committee also desire that DO further time should be lost in 
transferring the ~  stores to the appropriate stock.holdina 
depots. Expeditious steps should also be taken to declare the surplus 
stores for disposal. The Committee would like to have a further 
report in the matter. 

49. The Committee were informed by the Comptroller & Auditor 
General during the course of evidence that upto January, 1963, the 
packages opened upto November, 1961 had only been categorised. 
Till then, deficiencies worth Rs. 2'9 lakhs had been disclosed. It hu 
been stated in the Ministry's note, referred to above, that so far as 
No. 2 Equipment Depot is concerned, this information is not avail-
able. The cases were opened and the contents merged with the Depot 
stocks. Discrepancies, if any, cannot be ascertained now since a: 
number of stock-takings have already been carried out and stoclC:a 
have been duly adjusted. As proceedings of the Board of Survq-
convened for disposal of ex-4 B.S.D. stocks are still awaited by the· 
Air Headquarters from the Headquarters Maintenance C ~  
they presume that the information in respect of No. 3 Equipment 
Depot may be available in these proceedings. The Committee deBire 
that the requisite -information in respect of No. 3 Equipment Depot 
IIIaoald be collected lty the Ministry and matle avaHable to the Com,,;.. 
mittee at an 'early date, 
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NAVY 

Page 18--pcra 23 «(I) -N cm-utiliB(ltion of imported equipment 

50. Two items of certain training equipment worth approximately 
Bs. 14 lakhs, the purchase of which was sanctioned by Government 
in January, 1955, were received in a naval training establishment in 
1959 and 1960. The plans for the installation of this equipment had 
yet to be finalised. While in respect of one item of equipment, the 
-design for the foundations and the procurement of a heavy duty 
-crane for lifting and installing were still under consideration, the 
position in respect of the other was that the construction of a plat-
'form sanctioned by Government in November, 1961 was yet to be 
iaken up (November, 1962). In January, 1962, the naval authorities 
-expressed the view that it would take another two years before the 
installation of the equipment could be undertaken. 

In evidence, the representative of the Naval Headquarters admit-
1ed that there had been a long delay in finalising the drawings for 
foundations, but added in extenuation that this was a special type 
-of equipment (imported in the country for the first time), and the 
-engineers had no experience of setting up its foundations. The Engi-
neer-in-Chief and his officers, who were dealing with the matter, had 
-carried out various soil tests and seismic and blast trials, but could 
not arrive at any satisfactory conclusions. Even the U.K. Admiralty, 
to whom the matter was referred, took some time to advise. As to 
the latest position, the witness stated that the drawings had since 
been prepared and the contract action taken. The Comptroller & 
Auditor General pointed out that even after the foundations were 
ready, there was likely to be a further delay, as there was no crane 
in the country to lift the equipment and place it on the foundations. 
The representative of the Naval Headquarters stated that either a 
-crane or a gantry would be required to do this. Due to lack of foreign 
exchange and pressing need for other equipment, the order for the 
oerane could not be placed. Efforts were now being made to improvise 
something to get the equipment on the foundations. 

The Committee regret to obBerve that the construction of founda-
tiOJUl for the iDstaDadon of the equipment (coetiac Bs. 14 Iakhs), 
erdered in 1955 and received in 1959-60, is yet to be ~  ThIs 

44 
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Indicates bad planning. It was ~  in extenuation that the equip-
ment in question was of a special type (imported in the country for 
the first time), and the Engineers had no experience of setting up its 
foundations. Even so, the Committee feel that 8 years is too long 
a period for the preparation of foundation designs. They regret to 
observe that the authorities concerned had failed to act in the matter 
with due forethought and promptness, with the result that the utili-
sation of the equipment, for the purpose of training, had been inordi-
nately delayed. The Committee desire that all-out efforts should 
now be made by the Ministry for the installation of the equipment 
at the earliest possible date. They further desire tbat, with a view 
to obviating the recurrence of such cases, the Ministry should impress 
upon the officers and formations under their control the need for more 
eareful pIannina' and timely aetioJa. 

Page 18---para 23 (b) 

51. Four machines of different types costing Rs. 1'03 lakhs were 
received during the period from July, 1956 to June, 1957 for installa-
tion in a ship. 

When the lay-out of workshop machinery in the ship was finalis-
ed, it was found that the installation of the machinery would not 
leave adequate space for normal operations and that major altera-
tions would be necessary to the hull of the ship. 

Three of the four machines were lying unutilised in stock till 
October, 1962. The fourth machine was damaged during installation 
in the Naval Dockyard, Bombay in 1960 and was stated to have been 
brought into use in July, 1962: 

In evidence, the representative of the Ministry of Defence stated 
that three of the four machines, referred to in the Audit para, had 
since been installed, one at Cochin in March, 1963, another at Vizag 
in June, 1963 and third in the Naval Dockyard, Bombay, in July, 1963. 
The Machine installed at Cochin had been in operation since 20th 
March, 1963. The C. & A. G. referred to a. letter dated the 18th April, 
1963 from the Naval Base Cochin, to the Deputy Director of Audit 
(Defence Services), in which it was stated that though the machine 
had been installed on 15th March, 1963 it could not be put to any 
use because of certain technical difficulties experienced after the 
installation. Literature/ guide regarding the working, servicing/ 
maintenance of the machine were still awaited. It was also stated in 
this letter that the Naval Headquarters had been approached to 
obtain Government sanction for the tools, all of a permanent nature, 
without which the machine could not be used. 
1626 (Aii) LS-4. 
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In a note· furnished by the Ministry of Defence at the instance of 
the Committee, it has been stated that the literature in question had 
actually been received along with the machine but had been misplac-
ed. A spare set of literature has since been despatched by the Spare 
Parts Distributing Centre to the Base Repairs Organisation, Cochin, 
early in September, 1963. As regards the tools, it has been stated 
that these were common user items for the Smithy and were held on 
board the Ship in question. As such, no special sanction for these 
was necessary at the time of placing the order for the ~  Sub-
sequently, however, on transfer of the machine to Cochin, the tools 
could not be transferred as these were required by the Blacksmith 
Shop of the Ship. The necessary tools have now been issued on loan 
from the Naval Stores Depot. It has further been stated, that the 
machine is fully operational now and is being utilised upto its capa-
city since early September, 1963. 

While the Committee note that three of the four machines have 
DOW been installed, they CanDot help deprecating the manner in which 
this case had been handled. They observe that, before placing the 
order, authorities concerned had even faUed to see that the ship in 
which the machines were proposed to be installed, would not have 
addent space to accommodate the machines, without detriment to 
its Dannal operations; and later on, the literature/guide reearding the 
working, servlcinr/maintenance of the machine was misplaced. In 
the opinion of the Committee, this is a case of neglect on the part of 
the officers concerned for which disciplinary action is called for. The 
Committee would like to be informed of the action taken in this re-
gard. They also desire that every effort should be made for the utili-
sation of the remaining (fourth) machine at the earliest possible date. 

Pages 18-19-para 24-DeZ4y in testing an imported equipment 
52. In April, 1957, Government sanctioned the purchase, from a 

foreign country, of certain equipment costing Rs. 12 lakhs ~
mately (inclusive of the cost of spares). Its efficacy had been demon-
strated to a naval officer earlier in August, 1956. 

The equipment was received in India in September, 1958, but some 
defects were noticed in it when trials were carried out in December, 
1958. The defective parts were changed by the supplier, but the 
performance of the equipment was still not considered satisfactory 
by the naval authorities. In August, 1960, the firm offered to send a 
technician to carry out fresh trials but more than a year thereafter, 
in December, 1961, the Naval Headquarters intimated that arrange-
ments for further trials were in hand and the firm was being ap-
proached to keep their offer open. In June, 1962, it wz.s ~  that, 

eNot vetted by Audit. 
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after a careful study of all the literature forwarded by the finn, it had 
been found that the technical resources of the Dockyard were ade-
quate to carry out the necessary adjustments, etc. to rectify the 
defects. 

The trials, which were originJally proposed to be conducted in 
October, 1962, were first postponed to December, 1962, due to the 
sudden development of defects in the vessel on which the equipment 
was to be fitted and again to the end of January, 1963. It had not 
even passe!l the stage of trials till January, 1963. 

In evidence, the representative of the Naval Headquarters stated 
that although there was delay in carrying out trials at sea, the equip-
ment was tested after lI'eceipt, and one of the panels was found to 
be defective. The panel was replaced by the finn. The Navy, 
however, held that they would not be satisfied unless the test data 
sheets were supplied to them. After these became aavilable, trials 
were carried out by the Navy who found that the equipment could 
be put into USe after certain adjustments. No extra expenditure 
had been entailed in effecting those adjustments, and the equipment 
was now lying for use in emergencies, the purpose for which it was 
procured. As regards the delay in accepting the finn's offer made 
in 1960, to carry out fresh trials, the witness stated that the requisite 
Boat to test the equipment was not available then. The C. & A.G. 
pointed out that the Navy waited for the Boat for about 18 months, 
at the end of which period the Boat was still. not available. The 
representative of the Ministry stated that the Boat had to be repaired 
before it could be used for the trial of the equipment. 

While the Committee note that the equipment in question had 
beeu found suitable for use, without entailing additional expendi-
ture, they are unable to appreciate the inordiJlate delay (of about 'l 
yean) in earrying out trials to establish the efficacy of the equipment. 
The Committee would like the Naval Headquarten to impress upon 
the establishments under their control the imperative need to carry 
out speedy trials so that the utilisation of the equipment, imported 
from foreign countries at a heavy cost, is not unduly held up on this 
account. 

Pages 19-2O-para 25-Defective operation of a contrract 

53. An extra expenditure amounting to Rs. l' 33 lakhs was incur-
red by the naval authorities as a result of an arbitration award given 
in December, 1959, in the circumstances explained below:-

In December, 1955, the Director General, Supplies and Disposals, 
concluded a contrpct with a firm for the supply of 60,000 c.ft. of timber 
by the end of June, 1956 at a cost of Rs. 2:67 lakhs to the Naval 
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Dockyard, Bombay. Timber was to be tendered for inspection by 
the naval authorities at certain specified stations in lots of not less 
than 500 c.ft. each. 

When ,the supplies were made, the following delays occurred in 
carrying out inspections: 

(i) 5,000 c.ft. of timber offered by the firm at Nangal in one 
lot on 5th January, 1956 was not inspected, despite 
repeated requests from the firm, on the ground that the 
quantity offered was very small. • 

(ii) Another 45,500 c.ft. offered for inspection at Srinagar on 
15th May, 1956 was inspected between 18th and 27th 
June, 1956, i.e., after a delay of more than one mon,th. 
Military credit notes for the transport of accepted timber 
(40,180 c.ft.) by rei! from Pathankot to Bombay We1'e 
issued in July, 1956, but as the firm could not despatch 
the aceepted timber from Srinagar to Pathankot in time, 
due to the non-availability of private transport, the 
delivery date was extended upto 16th October, 1956. 

(iii) A further lot containing 25,000 c.ft. of timber was offered 
for inspection at Srinagar on 2nd October, 1956, but the 
firm was informed by the Naval authorities on the 30th 
October, 1956 that an inspector would be deputed on the 
10th November, 1956. 

On the 22nd October, 1956, the Director General, Supplies and 
Disposals, cancelled all outstandtng quantities not already passed in 
inspection, for non-supply of timber within the extended date. 

The contract was foreclosed on 28th February, 1957 and the out-
standing quantity of 45,167 c.ft. was purchased from the Chief Con-
servator of Forests, Jammu and. Kashmir State, in December, 1957, 
at an extra cost of Rs. 83,544 at the ll'isk and expense of the firm. 

The firm referred the case to arbitration claiming Rs. l' 02 lakhs 
for the loss suffered on 30,000 c.ft. of timber which had to be with-
drawn by them as a result of delay in inspection, and on 25,347 c.e. 
of timber which though inspected could not be despatched before 
the contract was foreclosed in February, 1957, Government put in a 
counter-claim for Rs. 83,544 for the extra expenditure incurred in 
the repurchase. 

The Umpire, in his award dated the 11th December, 1959, disallow-
ed wholly Government's claim for extra cost and directed that the 
sum of Rs. 33,175 withheld from the firm's bills should be paid back 
to them. He also awarded Rs. 49,000 to the contnlctor as d.amages. 
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In extenuation, the representative of the Ministry of Defence 

stated that the contract did not lay down any time--limit within 
which inspection was to be carried out. The Naval Dockyard, whicQ. 

. were to arrange for inspection in this case, had indicated that they 
would require about three weeks' notice for this purpose. They 
had, however, actually ,taken 2-3 weeks more. The reason for thia 
was that timber was needed for special USe and to ensure quality 
and minimise wastage the duty of inspecting timber was entrusted 
to the Oftl2:er-m-Charge of the Saw Mills, who could not be spared 
at short notice to do this, in addition to his regular duties. Further, 
as this Oftlcer was not entitled to air journey, he had to go from 
Bombay to Pathankot by train. While the witness admitted some 
delay on the part of naval authorities in carrying out inspection, he 
felt that this could not be considered a decisive factor for the failure 
of the contract; for, out of over 40,000 c.ft. of timber, referred to in 
sub-para (ii) of the Audit para, which had been inspected in June, 
1956, not even one c.ft. had been moved by the contractor tUl 
November, 1956. The Comptroller & Auditor General pointed out 
that after the inspection had been carried out, there was a furtRer 
delay of about a month in the issue of Military Credit Notes, and 
that, while presenting his case before the arbitrator the coritractor 
had argued that at the time these Notes were received, fruit season 
had set in, and the lorries were all engaged in transport of fruit 
from Kashmir to Pathankot. The representative of the Ministry 
stated that M.C. Notes were required for transporting timber from 
Pathankot to Bombay, whereas the contractor was himself to arrange 
for its transport from Srinagar to Pathankot. The witness further 
stated. that although in tenns of the contract, transport of timber 
from Srinagar to Pathankot was the obligation of the contractor, 
they had, on receipt of the contnlctor's letter, approached the Jammu 
and Kashmir Government for assistance in arranging transport. The 
State Government made 50 trucks available. Even then, the con-
tractor failed to adhere to the target date. 

The Committee referred to sub-para (i) of the Audit para, and 
enquired why the minimum lot of 500 c.ft. had been ~ in 
the contract, especially when the inspecting Oftlcer had to go from 
Bombay to Nangal. The reason given by the Director General 
Supplies and Disposals, for doing this was th81t 500 c.ft. represented 
one wagon-load. He added, however, that before the contract was 
placed, no indication had been given by the Naval authoritiell that 
they could not send an offtcer for inspection unless substantial quan-
tities were offered. Had tl1ey done 10, the D.G.S. " D. would have 
made a provision tin the con.tract aceordJngly. In reply to a ques-
tion, the witness stated that the first lot was not inspected for about 
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two months after it had been offered whereafter the contractor 

'withdrew it on the ground that it had deteriorated due to exposure. 

The Committee are unhappy over the manner in which this case 
bad been handled by the Dockyard authorities, resulting i. an avoid. ' 
able expenditure of Rs. 1·3 lakhs. It appears surprising to them 
that, having failed to indicate to the D.G.S. & D. the minimum quan. 
tity of timber which they could cODveniently inspect, the Dockyard 
authorities should have declined to inspect a lot ten times the mini· 
mum stipulated in the contract, on the ground that it was too small. 
The Committee feel that, after the contract had been entered into, 
the Dockyard authorities, instead of advancing such pleas, should 
have made every possible effort to inspect the lots offered by the 
contractor, as per the terms of the contract, within a reasonable 
time. This the Dockyard authorities failed to ~ 

It was, inter alia., urged in extenuation of delay that the officer. 
in.-eharge of the saw 1Ilills, who was considered to be the most suit· 
able penon for inspection, not being entitled to air journey, had te 
• all the way from Bombay to Pathankot Ity train. The Committee 
can hardly accept this argument. If that was the only difficulty, the 
eoodition rega.rding air journey could have been relaxed by the com· 
patent authority. The Committee are clear that the authorities con-
eerned had falled to pay due regard to the interests of the exchequer. 
They desire the Ministry to take effective steps to prevent recurrence 
of such easeL 

Page 2()......para 26 (a) ---ot>er-provisioning of stares 

54. 4,000 yards of cables electric, procured through the Director 
General, Supplies and Disposals, during January, 1960 to March, 1960, 
at a cost of Rs. 41,381, were lying unused in stock till July, 1962 though 
these were expectetl to be utilised. by the end of March, 1961. 

In evidence, the representa,tive of the Ministry of Defence admit-
ted that it was a case of mistaken provisiOning, and ascribed it 1:0 
misinterpret1Qtion of orders. The degaussing cable, which should 
have been provisioned as a non-recurring store, had been provisioned, 
on the basis of past consumption, as a recun-ing store. The wit-
ness, however, expected that the whole of the procured material 
would be used up within its shelf life. 
Page ~  26(b) 

55. 535 numbers of cups screw, procured through the Director 
General, Supplies and Disposala, during November, 1954 to April , 
1955 at Rs. 30,718, were lying in stick till July, 1962 in addition to 626 
numbers procured previously in 1952 thouib all these ~ expected 
to be utilised by June, 1956. 
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The representative of the Ministry of Defence admitted that this 
was also a case of m..i.staken provisioning. He hoped that the pro-
cured cups screw would also be used up, though over several years. 

As regards remedial measures in these cases, the witness stated 
that special instructions would issue. Steps had also been taken 
to improve the provisioning procedure so that such cases of mis-
interpretation of orders did not recur. The Committee trust that 
~  steps wiD have the inteJaded eftect. 

9 
Page 25-para 34-Avoidable expenditure in connection with a work 

56. In connection with the development of Naval Dockyard at 
Bombay, a contract for .the construction of graving dock, wharves 
and ancillary works was concluded with a foreign firm on 15th 
August, 1955 at a cost of Rs. 277 lakhs. The work was scheduled 
to be completed within 39 months. The main work in connection 
with the construction of the graving dock was suspended between 
12th November, "1958 and 27th January, 1960, with a view mainly to 
lengthen the dockhead by about 20 feet, to accommodate a fieet 
carrier for the purchase of which a flnn order on the U.K. admJra1ty 
had been placed as early as 1956. 

. As a result, the foreign finn entrusted with the construction of 
the graving dock had to be paid Rs. 6' 35 lakha as compensation for 
overhead and general expenses, cost of idle labour, etc. for the period 
of suspension of the main work. In addition, a portion of the work 
already completed had to be demolished resulting in an infructuous 
expenditure of about Rs. 24,000. 

The compensation of Rs. 6' 35 lakhs was provisionally admitted by 
Government in 1962 on the recommendations of the Consulting 
Engineers but the reasonableness of the amount paid was stated to 
be under veriflcation by the Director General, Naval t>ockyard 
Expansion Scheme. 

It was urged on behalf of the Ministry that the decision to lengthen 
the dockhead by 20 feet for accommodating the fleet carrier was 
commendable, resulting in a lot of saving. It was stated in this 
regard that the graving dock contract \ftS signed in August, 1955, 
whereas the order for the fleet carrier had been placed in 1956. So, 
whenever the decision to lengthen the dockhead had been taken, it 
would have disturbed the graving dock contract. The reason why 
this was not done earlier was that the design of the fleet carrier was 
changed from year to year, to suit the requirements of the Navy, and. . 
therefore, it was cUfticult to visualise in. 1956 what the length and 
flnal shape of the fleet carrier was to be. In 1959, when the designs 
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for the docking of the carrier were received, the Navy emmined. 
them and found that it would be possible to fit the carrier in the· 
existing dock if it were extended by about 20 feet. The Navy,. 
accordingly, suspended work on closing in of the dock, and started 
lengthening it. By this arrangement, the fleet carrier had been 
fitted in the dock, although it was a close fit (the clearance at certain 
places being only six inches). As regards the benefits accruing 
from this arrangement, it was stated that had this not been done, a 
commercial dock in Bombay would have been needed. ~ if such 
a dock were available, the cost on one examination and refit, 
stretching over 5-6 months, would approximate to Rs. 8-9 lakhs. 

The Committee were infonned by Audit that, aooording to the-
Ministry, during the period of suspension of work for 2! months, the 
contractors were able to execute other works on the rest of the grav-
ing dock which was not affected by the work undertaken for accom-
modating the carrier. The Ministry of Law held that out of com-
pensatiQtl amounting to Rs. 6' 35 lakhs claimed by the contractor, the 
claim for Rs. 4' 50 lakhs relating to overhead charges was inadmis-
sible. The representatives of the Ministry of Defence and Naval 
Headquarters stated that although the Navy agreed with the views 
of the Ministry of Law in this regard, they were, in terms of the 
contract, bound to pay the amount, as certified by the consultants. 
The payttlent had, however, been made under protest, without pre-
judice to Government's rights and contentions under the contract, 
and the matter could be referred to arbitration. Government's 
views in the matter had also been conveyed to the consultants. 

Whil. the Committee appreciate the decision to lengthen the 
Dockhead to accommodate the fleet carrier, they are unable to see 
the wisdom of that provision of the Navy,'s contract with the contrac-
tors, in tenos of which payment had to be made to tile connacton in 
respect of any claim, certified by the consultants, even ~  it was 
considered to be. patently ibadmisslble. It was argued in evideu.ce 
that the payment in question (Us. 4'50 lakhs in respect of over-head 
charges, held by the Miniatry of Law as inadmissible) was made 
under protest, and t1aat the matter c:ould be referred to arbitration. 
Th. ColDDlittee are not satisfied with this explanation. They coDaider· 
it wrOlig iB princ:iPle to mate payment in respect of any dispute4 
claim Were the matt. has been settled. The Committee trast that 
the Mbaiatry Will bear' this in miDd, while enterm, into contrada in 
fatUre. As recards the payment of 118. ~  iD respect o! over-
head mar,es, already made to the contractors, the Committee desu.-
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eont1'8dors at an early date. 

Pages 25-26-para 35-Injruct1lC1./.8 expenditure due to defective 
planning 

57. Mention was made inparagmph 51 of the Audit Report, 
1960 of the abnormal delay in the erection and commissioning of a 
steel foundry in the Naval Dockyard, Bombay, which had been 
sanctioned in 1950. In a note submitted to the Public Accounts Com-
mittee in July, 1961, the Ministry of Defence had stated that the 
foundry was expected to be commissioned by December, 1961. A 
contract for an annealing furnace on which the commissioning of 
the foundry depended was, however, concluded only in January, 
1962. 

Due to inability of the Naval Dockyard to put the furnace into 
commission and the urgent need to expand the foundry facilities in 
the ordnance factories, Government decided in September, 1962, to 
transfer it to an ordnance factory. 

Thus, a sum of about Rs. 3.30 lakhs spent on (i) the installation 
of the furnace at the Naval Dockyard, (ii) additions and alterations 
to the· buildings in connection therewith, and (iii) dismantling, 
repacking, etc. has turned out to be infructuous. 

In evidence, the representative of the Ministry of Defence ad-
mitted that there had not only been bad planning but also delay in 
execution in this case, and ascribed these to inexperience on the part 
of naval officers in dealing with furnaces. Referring to the statement 
made before the P.A.C. that the foundry would be commissioned by 
December, 1961, the witness stated that this could not be done as 
the firm's representative who had to check up the requirements, did 
not arrive in time. In the meantime, it was decided to transfer the 
foundry to the Ordnance Factory, Moradnagar, as their requirement 
was considered to be of a higher priority. As to the latest position, 
the witness stated ~ the foundry was expected to be commission-
ed in August, 1963. Referring to a letter dated the 20th June, 1963 
from the Ordnance Factory, Moradnagar, to the DGOF, the C. & A.G. 
stated that even after the erection, the furnace would remain idle 
as it could not be operated without an overhead crane. In a DOte-
submitted by the Ministry of Defence, it has been stated that an in-
dent for the su\'Ply of a 5-ton ~  placed ,aD the D. G. S.1i O. 

, 
eNot vetted by Audit. 
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by the D.G.O.F. on 2nd November, 1962. The D.G. S. & D. is stated 
to have finalised a contract for the supply of this crane with Messrs 
Jessops, Calcutta and the promised date of delivery is December, 
1963. It has also been stated that the Steel Foundry has been utilis-
ed to a certain extent from August, 1963 and that full utilisation will 
be possible by December, 1963, when the overhead crane is ex-
pected to be made available to the factory. 

The Committee are pained to observe that the steel foundry had 
not been installed in the Naval Dockyard, Bombay (for which it was 
ordered) even 12 yean after it was sanctioned (in 1950). It was, 
however, transferred to an Ordnance Factory in 1962, iBvolving an 
infructuous expenditure of RB. 3.30 lakhs. Another year elapsed 
before the foundry could be even partially utilised in the Ordnance 
Factory, where it was transferred to meet urgent requirements. 
While the Committee note the Ministry's admission that there was 
not only bad pllUlJling but also delay in executiou, it appears to them 
incoDlprehensible that after 18net1onlnr the Foundry, the authorities 
concemed mould have taken 12 years to place an order for the an-
nealbag furnace on which depended the commissioniag of the 
Foundry. The Committee would like the Ministry and the Naval 
Headquarters to give serious thought as to how to obviate the re-
currence of .ucll cases. The Committee would also like to be In-
formed of the date of receipt of the crane in question and the date 
of full utilisation of the Steel Foundry. 

Pages ~  43-Contract for the acqu.irition of a su.rvey ship 
for the Indian Navy. 

58. In September, 1154, the Government of India concluded a con-
tract with Hindustan Shipyard Limited for the construction of a 
5,OOO-ton survey ship for the Indian Navy at 'an estimated cost of 
Rs. 160 lakhs. The vessel was to be delivered in September, 1957. 
Subsequently, Government decided on the construction of a smaller 
vessel of about 2,500 tons at an estimated cost of Rs. 168.50 lakhs to 
be delivered by September, 1959. The contract was amended ac-
cordingly in February, 1957 and a sum of Rs. 134'80 lakhs was paid 
to the Shipyard in four instalments between October, 1954 and 
January, 1960. The position as intimated by the Shipyard in August, 
1962 was that they were not in a position to say exactly when the 
ship would be ready for commissioning. • 
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It was, inter alia, explained that the agreement with the foreign 
technical consultants by the Shipyard was tenninated in July, 1958 
and that this had an adverse effect on the preparation of drawings 
fur this vessel. 

The report submitted by e committee appointed by the Hindustan 
Shipyard to look into the causes of delay in the construction of the 
ship was stated to be under examination by the Boara of Directors 
of the ~  (January, 1963). 

In evidence, the Managing Director, Hindustan Shipyard, stated 
that the difficulties of the Shipyard lay in insuffiCiency of its Draw-
ing and Designs Office, technical personnel and supply of materials. 
In 1954, when the contract for the first ship was entered. into, the 
Shipyard was not in a po$ition to desi«n and complete a complicated 
naval vessel like the one in question, and would not have under-
taken to do so, but for an express understanding given by the Con-
sultants (Messrs ACL) to design the ship in all its features, and to 
prepare detailed construction plans (including all coordinated 
pl8Il3). Early in 1962, it was noticed that the agreement with the 
Consultants in respect of this ship did not serve the desIred. purpose, 
and so, the Shipyard could not indicate a definite date for the de-
livery of the ship. In September, 1962, however, certain recom-
mendations were made by the Enquiry Committee earlier appointed 
by the Board of Directors which envisaged the completion of the 
ship by October, 1964. The recommendations of the Enquiry Com-
mittee in this regard had been accepted by the Board of Directors 
and were being meticulously followed by the Shipyard It was hop-
ed that the ship would be completed by the new target date of 
October, 1964, if not earlier. 

In reply to a question, the representative of the Naval Head-
quarters stated that the Navy's requirement for the survey. ship was 
urgent. In reply to another question, the representatIve of the Minis-
try of Defence stated that the contract awarded to the Shipyard for 
the construction of this ship was in pursuance of Government policy 
to promote indigenous manufacture of ships. 

According to the Report of the Enquiry Committee appointed by 
the Hindustan Shipyard Ltd., the following are the principal causes 
for delay: 

<a> The failure of ACL to discharge their obligations. In this 
connection, it may be notei that the design fee was 
increased from BB. 6·5 lakhs to Rs. 9 lakhs. 
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(b) The failure of the ACL personnel in HSL to keep HSL 
personnel informed of progress of design, etc., upto July, 
1958 (when the general collaboration agreement was 
terminated), and to hand over properly prior to their 
departure. 

(c) The lack of understanding in HSL of how a ship of this 
type ought to be built. 

(d) The failure of HSL to take advantage of Naval Head-
quarters' offer to train a squad of electricians in the 
Naval Dockyard. 

(e) The ~ of HSL to accept any of the suggestions made 
by ACL or AEG (Electrical contractors) regarding the 
~  completion of the ship. 

(f) The unnecessary insistence on the preparation of detailed 
coordinated drawings for all electrical and other instal-
lations. 

The Committee observe that the ship in question, scheduled to 
be delivered by September, 1959, is now expected to be completed 
by October, 1964. The Committee take a serious note of the delay, 
particularly as the ship is stated to have been urgently required for 
meeting the Navy's requirements. While the Committee grant that 
the delay was primarily caused by the failure of the Consultants 
(Messrs ACL) to discharge their obligations in regard to the supply 
of detailed construction plans (including coordinated plans), they 
observe from the aforesaid conclusions of the Enquiry Committee 
that the Hindustan Shipyard are in no way less to blame in the mat-
ter. It is inexplicable why the Shipyard should have failed to take 
advaatage of the Naval Headquarters' offer to train a squad of elec-
tricians in the N ~  ~  Nor are they able to understand 
why the Shipyard should have faUeci to accept any of the suggestions 
made by Messrs ACL or AEG (Electrical contractors) regarding the 
expeditious completion of the ship. fte Committee desire that 
every effort should now be made to complete the ship by the new 
tarret date (October, 1114). 

59. The Committee also observe that although the requirement of 
~ survey ship was stated to be urgea.t,'contract for the construction 

of the ship was awarded to the Hbldustan Shipyard (in 1954) which, 
according to the admitsion oi dteir own representative, was not theD 
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in a position to design and complete a complicated vessel like the 
one in question. It was urged in extenuation that the contract 
awarded to the Shipyard was in pursuance of Goverament policy 
-of promoting indigenous manufacture of ships. While the Com-
mittee fully endorse Government policy of promoting indigenous 
manufacture, they feel that, in caSe of urgenUy..need Defence equip-
ment, the Ministry should, before tak.iDg a decision in the mattel-, 
give some thoU&'ht whether, by doing so, the end in view would Dot 
be unrlermined. 

60. In evidence, the Committee desired to know what action had 
been taken on that part of the aforesaid Report of the Enquiry 
Committee which dealt with causes for delay. The representative of 
the Ministry of Transport and Communications (Department of Trans-
port) stated that the Board of Directors had decided to defer its con-
sideration till the ship had been completed, for they feared the con-
sideration of the matter at this stage might hamper expeditious 
eompletion of the ship. 

The Committee are a little surprised at this explanation. The.y 
-desire that necessarY action in the matter should be taken without 
any further delay. 

61. The Committee were informed that heavy damage was caused 
to the electrical and propulsion machinery due to long storage in 
the Shipyard. and that it had been sent back to Germany for re-
eonditioning at a cost of Rs. 8'80 lakhs. Commenting upon this, the 
aforesaid Enquiry Committee have observed as follows: 

"The main propulsion motors and generators are heavy and 
weigh nearly 30 tons each. The packages measures 
about 10' X 10' X 10'. It was, therefore, impracticable to 
move them to covered accommodation. However, it 
should not have been impossible to erect a housing over 
them to shield them from the rain and the sun. This 
was not done, and due to exposure to weather, the 2 main 
Propulsion Motors and 2 Generators have been badly 
damaged. The ancillary generators have also suffered 
damage. The responsibility for the damage to this 
equipment, therefore, must be that of H.s.L. Since the 
Controllers of Stores for the relative periods have left 
the Yard it was not possible for the Committee to de-
termine which of the officers in the Yard is to be held 
blameworthy. " 
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During the course of evidence, the Committee enquired whether 
responsibility 'for the above damage had since been fixed. The 
Managing Director, HSL, stated that the matter was due to be con-
sidered at the next sitting of the Board. 

The C.mmittee deprecate the negligence shown in this case 
which res1llted in an avoidable expenditure of Rs. 8'80 lakhs in re-
conditioning the electrical and propulsion machillery even before 
it could be installed in the ship. They also regret to note aat the 
Controllers of Stores for the relevant periods had left the Yard, be-
fore responsibility for the damage could be fixed. The Committee 
would like to know the date on which the damage came to U,ht and 
the dates on which the Controllers of Stores left the Yard. They 
DOW desire that further action in the matter should be taken to fix 
responsibility without any waste of time and a report made to them. 

The Enquiry Cemmittee had also recommended that the legal 
and other formalities for breaking away from Mis. A.C.L. should be 
examined. by the Management and the Board of Direetors. The 
Committee hope that this aspect had been examined. They would 
like to be informed of the financial implications of the termination 
of the contract with the Consultant.. 

The Committee also understand from Audit that the Consultants 
have already been paid Rs. 5 lakhs against the total sum of Rs. 9.5 
lakhs due to them under the agreement. They would like to know 
whether the Ministry have satisfted themselves that the payment 
made to the Consultants was commensurate with the services aetu-
ally rendered by them under the contract 

Page 32-para 44-DeZay in the recovery of due, 

62. On behalf of the civil departments, a naval ship carried out 
survey work for 229 days during the period December, 1958 to May. 
1961. No recovery of charges for service rendered were made on 
the ground that rates of recovery had not yet been fixed by the 
Government (June, 1962). On the basis of a daily rate fixed by Gov-
ernment in May, 1959 for a similar survey ship. the amount recover-
able would be about Rs. 22 lakhs. 

The Committee were informed that the naval vessel had been 
converted into a survey vessel in 1957. In August, 1962, the Minis-
try had provisionally fixed the hire charges at Rs. 10,P60 per diem. 
The question of fixing the final rate was under discussion with Audit 
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and Finance. As regards the progress made in recovery, it was 
stated that out of Rs. 26'77 lakhs levied on a provisional basis, 
Rs. 8'91 lakhs had so far been realised. The major parties from 
whom the dues were to be recovered were State Governments of 
Mysore, Kerala, Andhra and Maharashtra, Central Ministries of Food 
and Agriculture, Home Affairs and Transport and Communications 
and the Bombay Port Trust. 

As ~  delay in the fixation of the final rate. it was stated 
that one of the complicating factors was change in pay and allow-
ances of officers and staff. another factor which had contributed to 
delay was that a part of the cost of the re-fit of the vessel had been 
borne by he Ministry of Transport and Communications. 

The Committee are hardly convinced by this explanation. They 
feel that the delay in the fixation of the final rate of hire charges was 
inordinate. The Committee also note that the bulk of the outstand-
inrs (Rs. 17.88 lakhs), computed on the basis of provisional hire 
charges, are still to be recovered. They desire that effective steps 
should be taken by the Ministry for the speedy recovery of this 
amount. They further desire that the flnal rate .mould be ftxed at 
aD early date, aDd neeeslary adjustments made. 



V 

DEFENCE FACTORIES 
Page g.......,parCl 9(ii)-VCIlue of Production. 

63. The following table compares the value of completed stores 
manufactured in the ordnance factories during the ~ years 
1959--60, 1960-61 and 1961-62:-

Year 

1959-60 • 
1960-6T • 
1961-62 • 

Store. 

17'75 
2269 
27'S6 

Labour 

3'30 
3'93 
S'49 

(In 

Super-
visory 

and 
adminia-
trative 
c:Iwps 

4'07 
4'57 
4'8a 

CI'Ol'eI or rupees 

Other Total 
Indi·ect value or 
cbar&cl production 

5'§IO 30'92 
7'02 38'21 
9'7' 47'66 

The figure of Rs, 47' 66 crores includes Rs. 1: 81 crorea for tractors 
and trucks imported in 'ready for road' condition and Rs. 4' 30 crores 
in respect of their imported components. 

In evidence, the Committee ~  to know what action had been 
taken by the Ministry on para 5 of their 4th Report (3rd Lok Sabha) 
wherein it had been suggested that the existing accounting system 
should be Suitably changed, as the practice of including the value of 
imported equipment in the figures of prodUction did not convey a 
eorred picture of the output. The D,G,O,F. stated that in the 
Accounts for the year 1961-62, the figures for Trucks and Tractors, 
which accounted for the bulk of the imported equipment, had been 
lIhown separately. 

From a statement furnished by the Ministry of Defence enclosed 
as Appendix V, the Committee observe that the value of production 
of Ordnance Factories (excluding trucks and tractors) was Rs. 27'95 
crores in 1959-60, Rs, 28' 97 crores in 1960-61 and Rs, 38' 68 crores in 
1961-62. They, however, find that while the pt'rcentage of the im-
ported material to the total cost showed a steady upward trend (7% 
in 1959-60, 11 per cent in 1960-131 and 15 per cent in 1961-62), the 
percentage of indigenous material to the total cost showed a down-
ward trend (46 per cent in 1959-60, 36 per cent in ~  and 34% . 

60 
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ill 1961-62). Thus, while the value of ~  production (ex. 
eluding trucks and tractors) Pl 1960-61 exceeded that in 1969-60 by 
about Re. l' 02 crores, the value of indigenous material consumed in. 
the latter year was lower than that in the fonner year by about 
RI. 2' 54 crores. Further, though the total value in 1961-62 exceeded. 
that in 1'959-60 by about Rs. 10' 74 crores, the corresponding increase 
in the indigenous material was only Rs. 12' 27 lakhs. 

The preseat method of exhibition of accounts does Dot meet the 
requirem .. ts of the PubUc Accounts Committee's recommendad_ 
made in para 5 of their Fourtla Report (lHz..63). They, therefore, 
desire that early steps should be taken to Jive effect to the afore-
said ~  of the P.A.C. (1962-63), with a view to con-
-veymg a correct picture of the output of Ordnance F:aetories.l whic:la 
should exclude the cost of aU ftnished items of imported equipment 
'and components. 

Pages 9-10-para 9(iii)-IsBtl.es 

64. The value of manufactured stores issued to "the Services and· 
the civil trade during the three years is given below: 

(In ClOre • of rupees) . 
Year Services Civil Trade Total 

1959-60 . 21'69 3'40 25'09 
1960-61 25'89 7'14 ~ 
1961-62 . 3S'62 S'81 41'43 

The drop in the issues of civil trade items, as compared wit. 
the previous year, was due to a drop in the sale of tractors and 
trucks from Rs. 4' 42 crores to Rs. 3' 08 crores. 

The sale price to civil indentors is fixed with reference to the 
latest estimated maximum and minimum cost of manufacture, after 
taking into accollnt the market conditions. The maximum cost ~ 
~  cost of materials, labour, variable overheads and fixed over-
heads worked out on the basis of 'stabilized on cost', while the 
minimum cost covers the cost of materials, labour and 75 per cent 
of the variable overheads, where the current market price is higher 
:than the maximum estimated costs, such market price is charged. 

The fixed overheads are charged' to production on the basis of 
"stabilized on cost' system under 'which the full .absorption of ftxed . 
-overheads will ~ secured if the factory works two Shifts of ten hourlJ '. 
each. The cODunittee are glad to learn that, as the factories worked 
1626 (Aii) LS-5. 
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tor .ollier houn durin, 1911-62, as compared with the previoUS year, 
the -unabsOrbed' overheads, whlC!h amounted to Rs. 1S7'28 18klls ift 
~  were only Rs. 15'21 lills in IIHU.-62 . 

. The profit made and los$ incurred on civil trade orders ~ 
the year were Rs. 50' 50 lakhs and Rs. ~  lakhs ~  The 
former included a profit of Rs. 26' 47 lakhs on the sale of tractors 
and trucks. Broadly speaking, items such as steel billets, brasS 
sheets, tractm's, trucks, where the cost of material formed the major 
portion of the total cost, yielded proftls whereas losses were incurred 
JIlainly on scientific instruments and machine tools. 

In evidence, the D.G.O.F. stated that the losses, referred to in the· 
Audit para, were not lossess in the real sense of the term. These 
were lossess only with reference to the 'maximum cost'. The pro-
fits, mentioned in the Audit para, were also with reference to the· 
'maximum cost'. As to the pricing of goods produced for civil trade, 
the witness stated that he was authorised to quote anywhere bet-
ween the 'maximum' and 'minimum' costs, taking into account the· 
market prices. 

The Conimittee enquired how the cost of vehicles produced by 
Ordnance Factories compared with the prices of similar vehicles. 
The DGOF stated that the cost of the jeep .produced by Ordnance 
Factories, although having an engine of higher Horse Power and a 
heavier body, was lower than the price of a Jeep produced by an 
Indian manufacturer in the private sector. He added that the cost 
of 1-ton Nissan Truck produced by Ordnance Factories compared 
favourably with the imported cost of the same Truck (including 
customs duty). In reply to a question, the DGOF, however, admit-
ted that their cost was about 40 per cent over the Japanese cost, 
although the imported components received in C.K.D. packs, were 
subject to a lower rate of duty. The witness, however, added in 
extenuation that the Japanese export prices were lower even than 
their internal prices. In reply to a question, the DGOF stated that 
~  prices of most of the articles produced by the Ordnance Factories 
were quite competitive. 

The Committee are glad to be informed that the prices of mOAt 
R the articles produced by Ordnance Factories compare favourably 
with those ~  by civil tnde. They, however, notp that the 
cost of a pad.ieul ... tYM of vehif!le (vir.., I-ton NiSlaJl ~  pro-
cIueed by. Ordn ... ee ~  is ~  40· pe!r ~  oyer the ~  
ClOSt, although the imported components, received in' C.K.D.- paeks,. 
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were subject to a lower rate of duty. While the CoDllJlittee ,rant 
that It may not always be. ~  to bring ~ *be cost ,,' prilo-

·4aetl0Il of IUt article to a ~  ~ in th" country of orjain., 
the.y feel that the constant endeavour of the Ordnance ~
J!hould be to narrow down the gap as much as ~  T~~ c,JJl-
mJttee would like to be infonned of the action taken in ~  matter. 

Page ~  9(iv)-De14y in regul.arisation of eX'ce88ive rejections 
65. Unavoidable rejections, which are inherent in the manufacture 

of an arti&le, are ti\ken into account while working out the ~
mates of cost of manufacture. All rejections beyond those provi-
ded for in the estimates, and which are, therefore, regarded as 
avoidable, are required to be written off after necessary ~
tion. A sum of Rs. 36·57 lakhs, representing rejections in excess 
of the provision in the estimates for the period from 1956-57 to 
1961-62, was awaiting regularisation on 1st October, 1962. Of this, 
RI. 25· 39 lakhs pertain to the period prior to 1st April, 1961. 

In evidence, the OGOF stated that losses to the extent of R,!!. 5' ~  
lakhs had been written off since 1st October, 1962; and ~~ ~
ing to Rs. 8' 77 lakhs would not have to be wirtten off. ~ delllY 
in regularisation of outstanding losses was ~  occru,;j.onep by 
confusion in the accounts establishments attached to ~ ~  
in regard to the implementation of the new procedure according to 
which unavoidable losses were to be included in tbe standard 
estimates. This necessitated revision of thousands of estimates. To 
improve the position, instructions had been ~  to General 
Managers of all Ordnance Factories to deal with the matter prom-
ptly, and to finish the work within six months. The ComQlittee 
would like to be furnished with a ~ ~  report in the matter at 
the end of this period. 
Page 100para. 9(v)-Stock Accoun.ts 

66. The closing balances of stocks in the store-yards attached to 
the factories at the end of each of the three years 1959-60, 1960-61 and 
1961-62 are given below: 

Year 

1959-60. 
1960-61. 
1961-62. 

(In crores of rupees) 
Value of closini s.tock. 

30.27 
30'88 
31.02 

In paragraph 71 of their Nineteenth Report, the Public A ~ 

Committee recommended that the stock limit5 should be fixed by 
Government. The Committee were subsequently informed, in 
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December, 1958, that it would take some time before the work of 
laying down definite limits for the articles involved. could be com· 
pleted. These limits had not fixed till December, 1962. 

The Comptroller & Auditor General stated that he felt that for 
orders of the value of Rs. 60 crores, the over·all stock-limits should 
be to the tune of Rs. 25 crores. The D.G.O.F. stated that the matter 
had been carefully considered, and it was felt that the provisioning 
procedure in force served the purpose in view. The procedure ati· 

• It 

pulated that ~  of materials w.as to be based on firm 
orders placed on the factories for manufacture of stores and the 
provisioning should not exceed the quantities required for certain 
defined periods (18 months in the case of imported materials and 12 
months in the case of indigenous materials), subject to the produc-
tion capacity of ordnance factories. 

The Financial Adviser to the Defence Services stated that, in his 
view, the recommendation of the Public Accounts Committee en-
visaged fixation of stock-limits, item by item, and not only a total 
monetary limit. According to the view expressed by the D.G.O.F., 
it would ·be difficult to lay down stock-limit in respect of each item. 
One of the difftculties experienced in this regard was that the pattern 
of orders, on which the raw material and components stocks de-
pended, varied from year to year. 

The representative of the Ministry of Defence added, that as a 
safeguard against overstocking, "ariodical checks were exercised in 
respect of stores to be provisioned. Orders were placed only to 
the extent necessary, taking into account the existing stocks. The 
witness further stated that during the last few days the Ministry 
had been considering whether. in addition to the existing provision-
ing procedure, stock-limits should not also be fixed in respect of 
important items: 

In reply to a question, the OOOF regretted the delay in commu-
nicating the final decision of Government to the Committee. He 
promised to do so within a period of six weeks. This is still awaited. 

The Committee observe that thoueh more then seven years have 
elapsed since the P.A.C. (1955-56) desired that stock-limits for ord-
nanCe factories should be fixed, a decision is yet to be taken by 
Government in the matter. The Committee deplore the delay and 
urge that necessary steps should be takn to give immediate effeet 
to the long-standing recommendation of the P A.C. • 
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Page ll-para 9(vii)-Planning and progressing of orcieTs 

67. The Public Accounts Committee were informed in 1958 that, 
with a view to avoiding delay and lack of coordination in the ~ 
gressing of orders, a proposal for the mechanised system of provi-
sioning and production control was under consideration. This pro-
posal was ~  to cost about Rs. 10 lakhs initially and Rs. l' 25 
lakhs annually with resultant reduction in staff. The mechanised 
system ~  not yet been introduced. 

The representative of the Ministry of Defence informed the Com-
mittee that an agreement had been entered into with Messrs. I. B.M. 
for the installation of a data-processing machine at a cost of Rs. 14 
lakhs. The equipment had already arrived and was expected to 
be installed within the next 18 months. In reply to a question, the 
witness admitted that the delay in the consideration of the pro-
posal was abnormal and that delay occurred in the giving of Gov-
ernment sanction. 

The Committee deprecate the abnormal delay on the part of 
Government in according sanction to the scheme. TheY desire, that 
the sanctioning authorities should scrupulously avoid such delays. 
The Committee note that, according to the Ministry, the machine 
was expected to be installed within the next 18 months. They trust 
that every eftort will be made by the authorities concerned to ten-
sure that the machine is commissioned as per schedule. 

Page ll-para 10-Machine Tool Prototype Factory, Ambernath 

68. This factory was planned for designing prototypes and to 
manufacture tools but due to its capacity being booked for other 
Service stores the production of machines and machine tools was 
restricted during the year 1961-62. Against the target of 110 
machines and machine tools, only 28 numbers were produced during 
the year as compared to 166 numbers in 1959-60 and 188 in 1960--61. 
The value of machine tools produced during 1961-62 (Rs. 6' 85 lakhs) 
accounted for only 13 per cent of the total production of completed 
articles during the year (Rs. 54' 78 lakhs); the components and 
sub-assemblies of Shaktiman trucks and other miscellaneous items 
accounted for the rest of the 'prodUction. 

The value of machine tools and other items sold to Defence 
Department and civil trade upto 31st March, 1962 was Rs. 174'59 
lakhs and Rs. 49' 72 lakhs respectively. While the Defence inden-
tors were charged at cost, there was a loss lof Rs. 15'43 lakhs on 



machine tools ~  to the ciVil'traCie. In a note submitted to the 
Public Accounts Committee in July, 1962, the Ministry of Defence 
stated that with a view to pricing the machine tools on a more 
realistic basis the present proCedure was being reviewed. 

".I1u! value of 106 ~  of machine tools lying in stoCk. on 
31st March, 1862, many of Which. ~  manufaeturedciuIing Its9-
60 and earlier years, is Rs. 29'84 lakhs. 

In evidence, the D;G.O.F. stated that the Machine Tool Proto-
type Factory, Al'nbernath, was set up prim:arily for designing arma-
me'ntprototypes and maChine tool manufacture was only a subsi-
diary function taken up to keep the skill alive. The capacity of 
the Factory was also ub1ised 'for manufacturing certain tractor and 
truck components. Since 'the declaration of the 'Emergency, how-
ever, the Factory had again switched back to the rebuilding of old 
machine tools and other specialised requirements. In order that 
the Factory could be free to devote itself to this work, alternative 
arrangements for ~  manufacture of tractor and truck ~ 
were under consideration. 

The 'Study Group of the Coririnittee, which visited the Factory 
'in October, lle3, were informed that orders had since been issued 
,by the D.G.O.F. for earmarJdng 50 'per cent of the capacity I)fthe 
Factory for machine tool purposes. They were also informed that 
the T ~  of this ortier would 'require some additional 
balancing plant. The Committee desire that the requirements may 
be examined and suitable action taken expeditiously. 

The Committee enquired whether the switch-over to the manu-
facture of truck components had rendered idle some of the machine 
installed for the production of machine tools. The DGOF stated 
that the machinery installed at Ambernath did not lie idle, and the 
machine tool production still continued. There, was, however, one 
shift in 1957-58, as against two shifts from early last year (1962-63). 
The C&AG pointed out that the number of machines actually pro-
duced at Ambernath during 1961-62 was 28, as against the target 
of 110. In the case of one of the machines, as against the target 
of 10, nothing was produced, and in the case of another, as against 
the revised programme of 45, only five were produced. The DGOF 
,stated that the total value of production, rather than· the number 
of ma(;hines produced, would be a correct index of the activity of 
the Factory. I 
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The Committee dealt with the loss of Rs. 15'43 lakhs incurrefi 
by the Factory on that machine-tools sold to civil trade. The re-
presentative of the Ministry of Defence stated that the Ambernath 
Factory, having been originally designed as a prototype faCtory, had 
-a large number of machines designed for high precision work. So 
as to have an adequate load for the factory, such machines were 
:also used to produce machine tools. The tools thus produced were 
-costlier than those produced elsewhere by general production 
machmes. A suggestion was, therefore, made that while determin-
ing the cost of machine tools produced by the Factory, the over-
beads to be charged should be similar to those at the H.M. T. The 
view of the Ministry of Finance was that this would not present the 
cost correctly. Another proposal was that after taking all the rele-
vant factors into account, a certain percentage of total cost should be 
worked out to represent the actual cost. The above suggestions 
were under discussion. 

69. In para 39 of their 43rd Report (Second Lok Sabha), the P.A.C. 
(1961-62) had obserVed that the perfortnaftce of the Factory had beea 
dirapPomting. The COmmittee regret to obser'Ve that the poisltioa 
is still far from satisfactory.. (The number of machines adallb 
produced during the year under review was 28, as arawt the target 
'of 110 eventhougb this target was substantially lower thaD ·the 
actual production during the precedin/it two years. In the 'case ef 
one of the maehines, as against the target of 10, nothing was produced, 
-and in the ease of another, as against the revised prOll'amme of 45, 
-only five were produced.) 

70. In extenuation of heavy loss suffered by the Factory on the 
manufacture of machine tools sold to civil trade, it was urged that 
the Factory was desiped primarily for the development of armament 
prototype!'> and the machine tool production was only a subsidiary 
function, taken up to keep the skill alive. The Committee observe 
that this very argument was also advanced before the P.A.C. (1961-
62) who deplored that the production in the Factory had continued t. 
be uncertain since its inception. They had felt that if the Factory 
was to run as an economic unit, it was time that Government took 
a firm policy decision regarding the precise role of the Factory in 
the manufacture of machine tools required by the country. The 
-Committee regret to note the abnormal delay that bas occurred in 
taking this decision. 

71. The Committee also desire that a rational basis for pricinc 
should be evolved at an early date, in contlultation with the Ministry 
-of Finaore. iest high over-heads !'>hould stifle production. 
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72. In reply to a question, the :Committee were informed that as. . ( . 
on 30th June, 1963, only 17 machines valued at Rs. 4 lakhs, were, 
lying in stock at Ambernath. The Committee desire that steps should. 
be taken for the early utiUsatlonJsale of these machines also. They 
would like to be furnished with a further report in the matter. 

73. One of the reasons for shortfall in production o-f machine-tools 
was stated to be the defection of the skilled personnel trained in the 
Artisan Training School. The Public Accounts -Committee.{l961-62) 
were informed that the Factory had been able to retain only 25% of 
the trained personnel because of two factors, viz., (i) heavy demand' 
for skilled personnel, and (ii) comparatively higher scales of pay 
in the priv$te sector. The P.AC. (1961-62)· hoped that the matter 
would be kept under constant review to ensure that the pro-duction 
did not suffer for lack of trained personnel. 

During the course of their on-the-spot-study-visit to the Factory. 
the Study-Group o-f the Committee were informed by the Principal 
of the Artisan Training School that the Scheme had been modified to· 
some extent. Under the revised scheme, the trained personnel were 
permitted to join: any of the Ordnance Factories in India. Further, 
the amount of security deposit had also been increased to Rs. 2,000. 
Despite this, the percentage of defection of trained craftsmen was 
about 50. 

While the COiDmittee note that the measures taken by the Factory 
•• ve . resulted til improving the position, they find that the defect 
or trained personnel is still as farge as 56%. The Committee desire 
the Ministry to give further thought to the matter and initiate other 
mitable measures to ensure that production is not hampered in any 
way on account of shortage of the trained personnel. 
Page 11-12--para ll-Manufacture of Tractors 
_ 74. In the Audit Report, 1961, mention was made of the progress 

achieved in the assemblyJmanufacture of Romatsu tractors in the 
ordnance factories. 

When the scheme for the indigenous manufacture of these trac-
"tors was sanctioned in March, 1959, it was envisaged that: 

(a) 750 tractors of different classes-290 of Class I, 280 of Class 
II and 180 of Class IV would be manufactured upto 31st 
December, 1962, resulting in a saving of Rs. 3'20 crores 
in foreign exchange; 

(b) by 31st December, 1962 the indigenous content will be in-
creased to 70 per cent in the case of all the ~  ~ 

of tractors; and 
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(c) after 1962, the tractor industry would be entirely indi-
genous, 

The actual results achieved to the end of December, 1962 were as 
1011ows:-

(i) Against the target of 750 tractors only 459 tractors-200 of 
Class I, 148 of Class II and 111 of Class IV-were assem-
bled/manufactured, • 

(ii) The percentage of the indigenous content achieved was 
31'16, 33'31 and 34'35 in case of Class I, Class II and 
Class IV tractors respectively. There had been no in-
crease in the indigenous content of the tractors manufac-
tured during 1962 over that achieved during 1961. 

(iii) 106 tractors were assembledlmanufactured during 1962 
against the target of 190. Thill works out to about 9' 
tractors a month against 16 per month assembled I manu-
factured during 1961. 

For 641 tractors for which supply orders had been placed upto the' 
end of 1962, the saving in foreign exchange had been worked out as 
Rs. 112'50 lakhs, On this basis, the expectation that there would be 
a saving of foreign exchange to the extent of Rs. 3'20 crores on 750 
tractors was not likely to be realised. 

In evidence, the representative of the Ministry of Defence stated 
that the target dates mentioned in the Audit para, were based on the 
assumption that the production of tractors commenced from the begin-
ning of 1959. This was, however, not correct. The production of 
tractors actually started in October, 1959. On this basis, the produc-
tion during the four years October, 1959-October, 1963 was expected 
to be 52G-530, as against the original target of 750. As regards the' 
reasons for the shortfall, the witness stated that for improving the 
performance of D-120 and D-80 tractors some model changes had to 
be introduced in the second year of manufacture, which necessitated 
re-tooling to some extent. Also, in view of higher priority assigned 
to other Ordnance Stores, after the declaration of Emergency, the 
production of tractor components had to be cut down. 

The indigenous content was stated to be 31'80 per cent at present 
in D-120 tractors and it was expected to rise to 45'5 per cent in the 
next phase. The percentage of such content in D-80, in the next 
phase, was expected to be 50. Referring to a proposal to incorporate 
Cummins Engines in these tractors, instead of Komatsu Engines, as' 
at present, ~ witness stated that this would increase the indigenous 
content by about 30%. An agreement to manufacture these Engines 
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.'had .been entered into by Messrs Kirloskar with Messrs Cummings; 
and a D-80 tractor with a Cummings Engine had already been suc-
cessfully tried in Japan. It was now proposed to CaITy out trials in 
India. 

The Committee regret to note serious shortfaU.· in the producti. 
of tractors, both as reprds ~  and -indigenous content. (AI 
apinst the target of 750 tradors fOr' theftl'Btfour years, the actual 

.;p.oduetion was ~  at UO--i30 and as .-ainst the ~  
iIIcJ,ipn01lS content of 70o/c" the -.etual achievement was about 32%) . 

. The Public Accounts Committee have repeatedly emphasised the need 
for layiag.town realistic .pts,.and theh- due fuUument. The Com-
mittee ~~  like the, Miaistry to make special eftorts to improve 
.their perfonnance in the matter. 

75. The Committee note the proposal to incorporate CummiDs 
Engines in Komatsu Tractors, wtdChwas expeded to increase the 
ind,ieenous content by about 30%. While the Committee appreciate 
Sle idea underlying the proposal, they desire that, befOre .. viae 
eftect to the, propollal, intensive tests. should be ~  out 'in the 
various parts of the eountry h"vingclifferent soil ccmditio..s, ~ 
the tractors are required to be operated, so that modtiications, if an7. 
found necessary, as result of these tests, may be carried out 1Irifla01lt 
lou of time. 

Page 12-pura 12 (a)-Manufacture of Shaktiman Trucks 

76. Mention was made in the Audit Report, 19tH, of the scheme for 
the manufacture of 3-Ton trucks in the ordnance factories in colla-
boration with Messrs. M.A.N. of Germany. The manufacture was 
commenced in July, 1959. The production during the first three 
years as compared with the target aimed at is indicated below: 

Year 

1St year (1-7-59 to 30-6-60) 
2nd year (1-7-60 to 30-6-61) 
3rd year (1-7-61 to 30-6-62) 

Number of truen to 
be manu-
factured 

as per 
plan. 

1200 

1200 
2000 

Number of 
trucks 

manufac-
tured., 

739 
nOI 

803 

Indigenous IndigeDOlI1I 
: percentage percentage 

as per achelved. 
plan 

,\0 30 
50 42 

• 70 46 
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The items rilanufacturedin the ordnance factories at the end of 
'the 'third year aCCounted for about 37 per cent of the total value of the 
trucks, the balance of the indigenous content being made up of items, 
such as tyres, tubes, batteries purchased from firms in India. 

The Committee were informed by the representative of the 
Ministry of Defence during the course of evidence that tPe original 
:prodpctlOfl 'programme had been drawn up in 1959, before the ~  

agreement was concluded. As the actual production fell much short 
of targets in the initial, years, the DGOF was asked to take a realistic 
view of the matter. A revised programme was, 'accordingly, drawn 
up, and put up to the Defence Committee of the Cabinet. This pro-
gramme had been adhered to in so far as the taI'gets for indigenous 
content were concerned, but instead of 1,500 trucks, originally planned 
to ,be produced during 1961-62, 803 were produced in 1961-62 and the 
remaining in 1962-63. While the witness admitted that there had 
been a shortfall in regard to numbers, he did not think that there 
had been a shortfall in regard to indigenous content. The indigen-
ous content, according to him, was to be related to serial· number of 
trucks to be prOduced and not to the years in which these were 
expected to Ibeprbduced. The actual1ndigenous content of 48'8 per 
.cent duting'!961-62 was, thus, in accordance with the revised target.* 

In reply to a question, it was stated that out of 13,500 D.M. as the 
value of indigeno.us content, about 6,500 D.M. represented the. value 
of tyres, tubes and body and about 7,000 D.M. as the value of com-
ponents actually manufactured. 

This is another case in which the actual production had consider-
'ably ,latredbehiDd tIletplanned, ttarpta. \ The ConuidHee lBote that ia 
. the lip.t of,.dual perionnanee, a riwised,rGpllDlme ha.theett'ftaw. 
. up by the'D.G;O.F. 'The Commltteed.ue that every effort ... ~  

be ,made to adhere to this: propamme. They would like to' be-far-
aished w"h a further report in ihe matter. 

Page 13-para 12 (b)-Nissan Trucks 

77. In February, 1960, Government concluded a collaboration 
agreement with Messrs Nissan Motor Company, Japan, for the pro-
gressive indigenous manufacture of one-ton trucks in the ordnance 
factories under which the firm agreed to supply components and 
parts for an annual programme upto 3000 trucks. 

-The reyised target, according to Audit, was 57' 4 per cent. 
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It was planned that beginning from 1960-61, 1200 trucks would be· 

manufactured annually for the first five years and that the indigen-
ous content would be progressively increased as follows: 

Yeal' 

1960-61 
1961-62 • 
1962-63 • 
1963-64 • 
1964-65 • 

Pementqe of iDdiae-
nous cot.tent 

30 
50 
70 
80 
90 

The manufactUre of the trucks commenced in August, 1960. 
During the two years upto July, 1962, 1192 trucks were assembled 
*nd issued against 2400 originally envisaged. Orders for the com-
ponents required for further manufacture of 1200 trucks were placed 
m two qatches only in January and June, 1962. The production 
programme had been correspondingly delayed. 

The maximum indigenous content in these trucks was only 28.15 
per cent which included 23.28 per cent on account of tyres, tubes, 
battery, etc. which were already available with private manufac-
turers in the country. 

With a view to achieving an improvement in the indigenous 
content to 50 per cent by 1964 and to 90 per cent by the end of 
1966, Government had sanctioned in November, 1962, the purchase 
and installation of additional plant and machinery at a cost of 
Rs. 2.11 crores (involving expenditure of foreign exchange to the 
extent of Rs. 1.25 crores.) 

It was urged in extenuation that the production programmer 
given in the Audit para, was based on an estimated expenditure of 
about Rs. 2 crores, including RI. 1 crore in foreign exchange. The 
:Ministry of Finance did not, however, release foreign exchange to 
the extent envisaged in the programme, and agreed to release it 
only to the extent of actual saving in foreign exchange resulting 
from the indigenous manufacture of components to be undertaken 
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within the existing capacity of Ordnance Factories. On this basis, 
the first sanction for the release of Rs. 19.5 lakhs was issued in 
.January, 1962. It was contended that, as the foreign exchange 
required for the purchase of plant and machinery for the imple-
mentation of the original programme, had not been released by the 
Ministry of Finanet', that programme should be treated to be no 
longer valid. 

As regards indigenous content, the representative of the Ministry 
stated that out of indigenous content of 28.15 per cent, mentioned 
m the Audit para, 12.99 per cent represented rear body, and 5 per 
·cent other components, manufactured at Ordnance Factories. On. 
this basis, the contribution of Ordnance Factories in indigenous con-
tent worked out to about 18 per cent, instead of 5 per cent, mention-
ed in the Audit para. 

-The Committee note that the performance of Ordnance Factories 
in regard to the production of Nissan Trucks was as unsatisfactory 
as in the case of ShaktiJllan Trucks. The number of trucks assembl-
ed during the first two years of manufacture was less than half of 
that originally envisaged (target 2400, produced 1192) and the indi-
genous content achieVed at Ordnance Factories was barely 18%, 
including 13 per cent on account of construction of body. The Com-
mittee Dote the Ministry's explanation that the shortfalls were 
primarily caused by non-release of the requisite foreign exchange "y the Ministry of Finance. 

78. The Committee were given to understand by Aij.dit that an 
indent for 1200 trucks was placed by the Army headquarters on 
:5th March 1960 for delivery 'as early as possible', but in respect of 
600 of these, the naOF placed the supply-order on the Japanese 
firm only as late as March, 1961. A second indent from the Army 
Headquarters for 1100 trucks was received in July 1961, but the nGOF 
placed supply-orders for the components to be imported. only in 
January and July, 1962. The Committee had desired to know the 
reasons for delay in placing the supply-orders. A copy of the note 
received from the Ministry in this regard is given in Appendix VI. 
The Committee would in this connection, like to know whether the 
delay of nenrly one year in the placement of the supply order for 
600 vehicles, pursuant to the first indent, bad hampered the conti-
nuity of production, and, if so, to what extent. 

79· As regards the latest position, it was stated. that due to 
urgent requitements of the Army for vehicles, project sanction had 
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},een accorded in Noverpber, 1962 fOI=· the wholearnount. T ~ C ~ 
.tttet) trust that aJt.out elor.ta wiD; be ~ b" ~ O ~  
~ ~ to achieve ~ ~ ... ~ ~ in. respect of· ~  

uti lndlpnous content. 

Pages 13-14-para 13-Delay in est4bUahment of production of a· 
weapon and connected ammunition. 

80. In April, 1959, Government .sanctioned a ~ for the ex-
pansion. of facilities in the ordnance fq.ctories for the prog,fles"lve 
manufacture of a. certaip type of weapon an.cJ.. connected ~
tio!). Agreements were entered into in the same mop.th with a 
foreign fitm for the supply of parts and components and for their 
progressive manufacture.' 

The components were to be supplied by the foreign collaborator' 
during the period from May, 1960 to July, 1961. The supply was, 
however, deferred by about six montlw, at the ~  of the 
Director General, Ordnance Factories, with the object of synchronis-
ing the manufacture of indigenoUs parts wi\h the arrivals from 
abroad. 

By the end of March 1962, an expenditure of Rs. 166.72 lakhs had 
been incurred on the project (inclusive of Rs. 12.7.89 lakhs on 
imported components and Rs. 30.47 lakhs on plant, machinery, jigs, 
tools and gauges). 

By 30th April, 1962, only one unit was assembled and 11 per cent 
of the components were manufactured indigenously, as against the 
original expectation that 60 units would ,be assembled and 31 per 
cent of the components indigenously manufactured by that date. 
The bulk production of ~  ammunition had also not commenced till 
August, 1962 due mainly to non-receipt of machinery from abroad. 

It was urged in extenuation that the foreign collaborators who, 
in terms of the contract, were to supply drawings, tooling particulars 
and manufacturing schedules of the parts to be produced indigen-
ously, were behind schedule by about 10-12 months .. The delay 
was explained by the collabori\.tors as due to difficulties in translat-
ing the drawings, getting adeq}1ate information and preparing sche-
dules. There was also a delay of 12-15 months in the supply of 
toolings, orders for .which had. been placed immediately after the 
signing of the contract. Difficulty was also experienced in training 
the workmen to get used to metric dimensions. This was, ~ 

not a very material reason for the delay. 
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As regards the latest position, it was stated that 6 units of the 
weapon had been produced by July, 1969. 35 units were expected 
to be produced by March, 1964, whereafter production would be 
maintained at the rate of six units per month. While the represen-
tative of the Ministry admitted that there had been shortfall in 
segard to numbers of the weapon produced, he did not agree that 
there had been any shortfall in regard to indigenous content, which, 
according to him, was 33.4 per cent as per original schedule. As 
regards the production of the connected ammunition, it was stated 
.hat the 'target of 10,000 rounds had been achieved; and the bulk 
production was going on, as planned. 

The Committee are glad to ~  that the planned target in regard 
to the manufacture of the connected ammunition has been achfc,'ed, 
and the production is proceeding, according to schedule. They bow-
ever, regret to note that the production of the first 60 units of the 
weapon was behind schedule by about 21 years. While the Com-
mittee appreciate that tbe sbortfall in production was principally 
caused by delay in the receipt of drawings, manufacturing schedule» 
alid toolings from the suppliers, they feel that the Ordnarwe Fac-
&Gries are not wholly free from blame. As aaainst the deLay of 16 
to 15 months in supply, the delay in the achievement of the target 
for the first 60 units of the weapon was about two and a quarter 
years. This indicates that responsibility for a part of the delay also 
Jay on the Ordnance Factories. Further, one of the reasons for 
"elay in the supply of the drawings was stated to be lack of adeq'lUllte 
information. The Committee feel that bad a close liaison been main-
tained with the collaborators during the pendency of the contract, 
the delay in supplies might have been reduced. 

81. It was stated in evidence that 35 units were expected to he pro-
nced by March, 1964, whereafter production would be maintained at 
the rate of six units per month. The Committee trust that every effort 
will be made by the Ordnance Factories to achieve this. 

,Pages B-15-para I5-Erection of an Electric Arc Furnace at an 
ordnance factory 

62. In October, 1951, Government sanctioned the prOVISIOn and 
mstallation of a 10--12 ton Electric Arc Steel Furnace at an ordnance 
factory, at an estimated cost of Rs. 15 lakhs. This estimate was 
!'Iubsequently increased to Rs. 19.17 lakhs in June, 1956 and to 23.09 
)akhs in April,. 1958. 
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Two contracts were entered into by the India Store Department, 
London, on 3rd. May, 1952 and 10th June, 19M, for the supply of the 
furnace and of the bricks and refractories respectively. The furnace 
was received in the factory towards the end of 1955 and the bricks 
refractories etc. in May..JWle, 1955. 

The fumace, however, could not be erected SOOD after its receipt-
,as the construction of the buildings required in this connection had 
not even started till taken. AdminiStrative approval for tlte con· 
struction of the buildings was issued only in June, 1955 although the 
lay.out drawings had become available in December, 1953. The 
-construction of the buildings was completed in October, 1959 and 
the furnace was installed and ~  in February, 1960. 

The average annual output of the furnace during the last two 
years from April, 1960 to March, 1962 had been only 7,700 tons of 
~  as against the anticipated output of 22,000 tons per year. The 
shortfall had ,been attributed to the non-availability of an additional 
crane, a control laboratory and a ferro-alloys godown. 

In extenuation of the delay in the construction of the building, the 
D.G. works (Army Headquarters) stated that the work was of a 
specialised nature. After the administrative approval for the con-
struction of the building had beeh given in June, 1955, tenders were 
invited twice. No suitable contractor to do the job, however, came 
forward. The contract was awarded, after negotiations, to a con-
tractor in 1957 who finished the main building after 13 months. In 
reply to a question, the witness admitted that the work could have 
'been done departmentally, but as to why an attempt was not made 
that way, he could not say. 

The Committee are not happy over the manner in which this case 
has been handled. They observe that the administrative approval 
for the c.onstruction of the building was accorded a year Rnd a half 
after the lay-out drawings had become ~  whereafter another 
two and a half years elapsed before the work could commence. The 
result was that the commissioning of the furnace was delayed b,. 
more than four years. It was urged in extenuation that the tenders 
were invited twice, but no suitable contractor came forward to do 
the job. The Committee can hardly accept this explanation, for the 
"Work could have been done departmentally by the M.E.S. The Com-
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mittee trust that the Ministry of Defence will beneflt from. their 
.,xperience in this ease, and ensure that such delays do not recur. 

83. As regards the shortfall in production, the representative of 
the Ministry stated that the rated capacity of 22,000 tons was worked 
out on the basis that the Furnace would run continuously for 24 
hours all the year round. The rated. capacity had now been taken 
at 18,010 tons a year or 1,500 tons a month. As against this, the 
actual production during the periOd January-March, 1963 was 1,150 
tons per month. The roOF added that the capacity of the plant 
varied according to the type of steel produced. The rated capacity 
of 22,000 tons a year was possible in the case of mild steel. The 
~  was, however, less in the case of alloy steel-the type pro-
-duced by the Furnace. 

From a statement· furnished by the Ministry of Defence, the 
'Committee observe that .the quantity of steel produced by the 
Furnace during the years 196().61 , 1961-62 and 1962-63 
was 7894.49, 7934.48 and 11463.50 metric tons respectIvely. 
While the Committee note that the position has considerably iJn.. 
proved during the year 1962-63, they find that the production is stiD 
well below the rated capacity. The Committee desire that etforts 
"Should be made to attain the, rated capacity at an early date. 

Page 15-para 16-Construction of Scrap preparation bay 

84. In December, 1957, Government accorded administrative 
approval to the construction of a scrap preparation bay, in an 
'Ordnance factory, at an estimated cost of Rs. 4.99 lakhs. The scheme 
,envisaged the replacement of the existing manual system of handl-
ing scrap by a mechanical system involving the use of a crane and 
·electromagnet. The purchase of necessary equipment for Rs. 3.6 
lakhs was, however, sanctioned only in August, 1961., i.e., after a 
lapse of nearly 4 years, against which indents were placed on the 
Director General, Supplies and Disposals in September, 1961. The 
·building for the bay, the construction of which was administratively 
approved in December, 1957, was completed and handed over to the 
factory authorities in February, 1962. The complete eqUipment had 
-not, however, been received and one of the main items was expected 
to be delivered only in early 1964. In the meantime, the building had 
remamed unutillsed . . 

-Not printed. 
1626 (Aii) LS-6. 
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In evidence the DGOF stated that this was 'admittedly a bad caser 

and regretted the delay in the commissioning of the· bay. Ib fl_ 
of the frank admission of the nGOF and his regret over delay, any 
further comment is unnecessary: As to the present position, they 
were informed that action had been taken to expedite the matter. 
rhe sCheme :was now elqleeted to 'be put into operation within the-
!lext .six months. The' Committee would lib to have a repott at the 
-.cI of this period. 

Page ~  18-Infructuous expenditure due to change in spedfi .. 
cCltioft.s. 

85. An ordnance factory completed the manufacture of 6,000 ,num-
bers of an ammunition item in April, 1960. On inspection, the am-
munition was declared defective as it had failed in proof and could 
not be put to any use. The failure was attributed to the use of an 
alternative material, other than the one ~  in the drawings for' 
the manufacture of a particular component. After ·further trials it 
was established that the alternative material could be used provided'-
certain changes were made in specifications, although the results were-
still not full ,satWaclory. But the 6,000 numbers already ~ 
tured at a cost of Rs. ~  lakhs had to be dismembered. After mak--
ing allowance for the parts subsequently utilised, the net infructuous 
expenditure in the manufacture of this defective ammunition amount--
ed to Rs. 2'72 lakhs. 

It was stated by the Ministry of Defence (October, 1962) that the-
use of the alternative material was authorised as the requirements of 
this ammunition were urgent and the specified material was not in-
digenously available. 

In evidence, the DGOF urged that in urgent cases, when a parti-
(lular material in the manufacture of ammunition ran short, authoris-
ed alternative materials could be used. In the present case, the mate-
rial specified in drawing was an imported one. Another indigenous 
materials, was, therefore, used, with the pennission of the authority 
eoncerned. Before tuldertaking bulk manufacture, trials were carried 
out which gave satisfactory results. The bulk filling of the ammuni-
tion, h<1w'e\rer, gave non-uniform. results on proof. The containers. 
were, therefore, recovered from the shells and, after a number of 
experiments, modified and re-utilised. The amount of Rs. 2' 72 lakhs 
mentioned in the Au.dit para as a loss, was not oecasi9fted by rejec-
tions, but was incyrred ()fl experiment-s conducted at the Factory to 
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establish an alternative material for the particular ammunition. This 
amount might, therefore, be termed as 'development expenditure'. 
The Comptroller & Auditor General pointed out that Rs. 2· 72 lakhs 
represented the difference between the cost of production of the ori-
ginal end-product and the value of the material re-used and was, 
therefore, to be treated as a l08S. T ~ Fihanelal Adviser, Defence 
Services, stated that the DGOF's view had not, so far, been accepted 
by the Ministry of Finance. The committee are inclined to agree 
with the. view expressed ~ the C. & A. G. in this regard. 

In reply to a question, it was admitted that dismembering of the 
originally-produced ammunition had upset the Army's programme. 

The Committee observe that, according to the Ministry's own ad. 
mission, the dismemberment of the originally produced ammunition 
had upset the Army's programme. While the Committee note the 
Ministry's argument that the use of the material in question had to 
be resorted to for meeting the urgent requirements of the Army, they 
are not a little surprised that the unsuitability of the material could 
not be detected till 6,000 numbers, costina' Rs. 7·14 lakhs, had been 
produced. With greater caution and alertness on the part of the 
authorities concerned, a substantial Part of the infructuous expeD-
dlture of Rs. 1:72 lakhs incurred in this case could have been 88ved. 
The Committee trust that the Ministry will impress upon the autho· 
rities concerned the need to exereise greater eautlon in such cases. 
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MISCELLANEOUS 

Certificate of ContTolZer General of Defence Accounts-page 4---para 
6 (i)-Stock verification. 

86. The surpluses and deficiencies, which came to light during 
stock verification in 1961-62, along with the corresponding i1gures for 
the previous year are indicated below: 
E 

SurplUics DeflclcDCies 

1960-61 1961-62 1960-61 ~  

Army 1'92 4'4S 1'62 1 '84 
Navy 0'S7 0'70 0'S2 1'19 
Air Force 17'76 6'31 17'S6 7'18 
Factories 22'06 12'33 13'20 7'99 

Of the total surpluses ~  difieiencies noticed in the Air Force 
during 1961-62 (viz. Rs. 6'31 lakhs and Rs. 7'18 lakhs), one Depot 
alone accounted for Rs. 6 lakhs and Rs. 7 lakhs respectively. Dur-
ing the previous biennial stock verification carried out in 1969--61, 
this depot showed surpluses and deficiencies valued at Rs. 15' 49 lakhs 
and Rs. 14' 52 lakhs respectively. 

In evidence, the representative of the Ministry of Defence stated 
that the surplus and deficiencies, mentioned in the Audit para, were 
the result of wrong initial entries, delayed postings, etc. Consider-
able progress had since been made in the regularisation of the sur-
pluses and deficiencies in the case of the Depot in question, and, at 
present, discrepancies of the value of only Rs. 4,74,000 needed to be 
regularised. 

The Committe observe that although the figures of discrepancies 
revealed during the year under review were appreciably lower than 
those In the preceding year, the position was stUl far from satisfac-
tory. The Committee desire that dective stePs should be taken by 
the Ministry for the expeditious reconciliation of these discrepancies. 
They would also like to be informed whether stock verification had 
since been carried out in the 10 Army, 1 Navy, 1 Air Force formations 
and one factory, in which such verification could not be carried out 
durin, the year under review, and if so, with what results. 
Page ~  6(ii)-Store Accounting 

87. Cases occurred in which credits for stores received could not 
be verified in the ledgers of the consignees. The l'lumbet of such 

80 
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eases, at the end of each of the three years ending 1961-62, is shown 
below: 

Army 
Navy 
Air Force 

1959-60 ~  J961-62 

1200 1497 
430 
4370 

3221 
988 
4774 

In evidence, the representative of the ~  stated, that, in a 
number 01. cases, the stores were not taken into account, unless these 
had been received in the units. For reconciling discrepancies between 
the items brought on charge and those appearing in vouchers, cor-
respondence ensued between the despatching and receiving agencies, 
which involved quite a lot of time. As to the increase in the number 
of cases in which credit for stores could not be verified in the ledgers 
of the consignee, the witness could not indicate exact reasons. He 
stated in extenuation that the despatching and receiving agencies 
were scattered all over the country. 

As regards the Air Force (in which the number of items to be 
verifled was the highest), the representative of the Ministry stated 
that a large number of units had been raised in the forward areas 
during the year under review and that there was also shortage of 
trained manpower. He added that the position had, however, consi-
dered improved, and the number of items requiring to be verified 
from the ledgers of the consignees had come down from 4774 as on 
31st March, 1962 to 1899 on 23rd July, 1963. 

The Committee have, from time to time, adversely commented 
upon the state of store accounting in the Defence formations and urg-
ed upon the Ministry to effect improvements. Despite this, the Com-
mittee regret to observe, the position further deteriorated during the 
year under review, particularly in the Army and Navy, where the 
number of cases in which credits for stores received could not be 
verified in the ledgers of the consignees, was more than twice the 
number during the proceding year. Although some improvement is 
stated to have been effected in the Air Force, the position is still far 
from satisfactory. The Committee would urge upon the Ministry to 
undertake a special drive to bring the store accounts to a satisfactory 
level The Committee would like to have a further report in the 
matter • 

. Pages 4-5, para 6(iii)-Supplies and Services. 
88. Outstanding dues on account of stores supplied and services 

rendered to outside parties including central civil departments and 
• 
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State Gcwemments as at the end of the March, 1962 and pending re-
covery at the end of June, 1962 were as follows: 

(a) dues to Ordnance Factories-Rs. 3'34 crores. 
(b) dues to other Defence Services-Rs. ~  crores. 

The corresponding figures at the end of June, 1961 were Rs. 3:19 
crores and lb. 1'76 crores respective1y. . . 

The following is an analysis of the sum of Rs. 3'34 lakhs due to 
the ordnance factories: 

Central ministries 

Railways 

State Governments 
Private Bodies • 

Amount 
(inlakhs of 

rupees) 

21 

3 
55 

Q 

Remarks 

Incudes 'Rs. 112 lakhs due from 
the Iron and Steel Controller 
and Rs. 37 lakh. from the 
Dandakaranya Development 
Authority. 

Includes Rs. 13 Iakhs for the 
period from 1949-50 to 1960-61. 

Includes Rs. 48 Iakhs pertaining 
to the period prior to ISt 
April, 1955. A 8Um of RI. 
7 lakhs pertaining to the period 
1958-59 onwarda also remaiaed 
unrealiscd despite the StalldiDg 
Salcs Procedure, which was 
issued in October, 1957 with a 
view to avoiding heavy out-
standings. 

The dues from the Central Ministries, Rallways and State Gov-
ernments are mainly on account 'Of non-return of the receipted copies 
of issue vouchers. 

In evidence, the representative of the Ministry of Defence stated 
that dues to Ord,nance Factories had come down from RI. 3'34 crores 
to Rs. 2'25 crores (as on 31st March, 1963) and dues to other Defence 
Services from Rs. 2'57 crores to Rs. 96lakhs (as on 30th April, 1963). 

The Committee referred to outstandings amounting to Rs. 21 lakhs 
due from the Railways, which included Rs. 13 lakhs for the period 
1949-50 to 1960-61. The representative of the Ministry stated that 
bulk of the dues (Rs. ~  lakhs) pertained to the period 1958-59 to 
1961-62, the last-mentioned year alone accounting for Rs. 8 lakhs. 
The dues were mainly the result of disputes between the Railways 
and the suppliers regarding the prices of certain articles supplied 
by the latter.' I 

As regards the outstandings against private bodies, the represen-
tative of the Ministry stated that Rs. 32 lakhs were due from TELCO 
and Rs. ~ lakhs from HMT. Both the Companies held that they . 



83 
• 

had made payment in respect of some claims, but had not got the 
treasury receipts in time. The HMT further argued that the prices 
-charged for certainartlcles were not reasonable. The Committee en-
quired why Rs. 7 lakhs pertaining to the period 1958-59 onwards re-
mained unrealised, when according to the Standing Sales Procedure 
introduced with effect from October, 1957, payments had to be re-
ceived in advance. The witness stated that the omcer accepting the 
order had the power to waive the condition of the pre-payment of • 
the estimated cost (in respect of Government Departments and re-

~  firms of known financial stability). 

Whlle the Committee note that considerable progress has been 
made in the recovery of outstandlngs, they find that the amount, still 
due to be recovered; is very lure (DB. 3'!1 crores). The Comft\lttee 
feel particularly t!oncemed· at old outstandlDgs, some of which have 
been due for recovery sbiee 1949. They desire that vigorous efforts 
should be made for expeditious recovery of these outstandings. In 
cases where recoveries could not be effected due to differences regard-
ing the extent of outstandings or rates charged, the Committee would 
like the Ministry to get the matter settled with the parties concern-
ed at a higher level. As regards goods supplied or services rendered 
to private parties, the Committee would like the omcera accepting 
the orders to allow waiver of the condition of pre-payment of dues 
only! in exceptional cases where it is absolutely neceSsary to do so, 
for, otherwise, the object underlying the introduction of the Standing 
Sales Procedure would be defeated. The Committee would like to be 
informed of the progress made in the recovery of outstandings, before 
they take up Accounts for the next year. 

Pages 5-6 para 6(v)-Irregular use of Government transport 
89. Cases of unauthorised use of Government transport, involv-

ing heavy mileage, are reported to have occurred in all the three 
services during 1961-62 as in previous years, for example:-

(a) Provision of amenity transport to Officers/Other Ranks 
between stations connected by rail and in the Navy, far 
in excess of entitlement, as a matter of course. 

(b) (!se of transport between residence and office by Junior 
Commissioned Officers/Other Ranks/Airmen. 

(c) Provision of transport for conveyance of school-going 
children of Junior Commissioned Officers/Other Ranks 
between different stations. 

It was urged during the course of evidence that there were inhe-
rent difficulties in stopping irregular use of Government transport, 
as at many places, all tb.e necessary facilities had not been provided 



by Government to the personnel. The question, therefore, befortt 
the Ministry was whether, in some cases, particularly those involv-
ing conveyance of school-going children of J.C.O's and Other Rankst 

the conditions should not be liberalised. 

The Committee feel thatt whenever any facility in regard to use-
of GOvernment transport, not contemplated by the existing orders, is 
proposed to be allowed to Service personnelt it should be done by the 
revision of the existing orders, rather than in contravention thereof. 

Page 6--para 6(vii)-Maintena.nce of Accounts o 

90. It has been stated that cases of (i) incomplete maintenance, 
(il) non-maintenance/non-production of accounts and connected 
documents continued to be reported during 1961-62. The number 
of cases reported in 1960-61 and 1961-62 were as follows: 

(a) Incomplete maintenance . 
(b) Non-maintenance • 
(c) Non-production of ac:c:oUQU and documents 

20 
21 

84 

1961-62 

10 

28 
31 

It will be seen from Appendix I to the Appropriation Accounts. 
that 10 such cases of non-maintenance, loss and improper mainten-
ance of accoullts were copdoned by the Government during 1961-62. 
In 5 of these cases the irregularities extended over a period of 2 tOo 
7 years and the condonation had been sanctioned after a long inter-
val ranging from 2 to 8 years. Unless such delays are minimised, the 
continuance of irregularies of this nature cannot be effectively check-· 
ed and might give scope for losses' and frauds. 

The Committee were informed in evidence that out of the cases' 
of non-maintenance of Accounts, mentioned in the Audit para, 16 
related to units in the Jammu and Kashmir Area which did not 
maintain the POL Accounts. These units were alleged not to be 
aware of the fact that POL Accounts had to be maintained. Of the 
cases of non-production of accounts, two were under investigation 
by the Special Police Establishment, three had been destroyed by 
fire, and 14 were still under investigation (by the Ministry). 

The Committee need hardly emphasise the importance of proper 
maintenance of accounts as a check agllinst losses and frauds. They 
trust that further efforts will be made by the Ministry to improve the 
position in this behalf. They also desire that the cases, at present 
under investigation, should be expedited. 
Page ~  7(i)-LoBses 

91. 55 important cases of losses of cash and stores finalised 
during 1961-62 have ·been mentioned in Appendices A and B .to the 

• 
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Appropriation Accounts. There has been abnormal delay in the. 
investigation and final settlement of these cases; 13 of them per ... 
tain to losses which occurred earlier than 195()..1)1 and 26 to losses. 
which occurred between 1950-51 and 1955-56. 

In evidence, the representative of the Ministry of Defence stated 
that the existing procedure for the investigation and disposal of 
cases of losses was dilatory. To improve the position, it was pro-. 
posed to follow a new procedure, according to which convening of 
Courts of Inquiry would be dispensed with in cases where the cash 
loss was ~  to lbe less than Rs. 500, except in cases where· 
the circumstances were such as to make the appointment of such 
a court necessary. In case of store losses not due to theft, fraud 
or neglect, courts of inquiry would nofmally not be held. In case 
of losses caused by theft, fraud or neglect, where the amount was 
less Rs. 5,000, convening of such courts would be in the discretion 

. of the competent authorities. The witness further stated that for 
the expeditious settlement of cases of losses, ad hoc committees 
were constituted, sometime back, both at the Central and Com-
mand levels. The experience had been very satisfactory, and it 
was now proposed to revive such committees. 

The Committee feel concerned over the delay in the investiga-
tion and ftnalisation of cases of losses, particularly the old ones, 
some of which date back to the year 1950-51. It is hardly necessary 
for them to point out that, with the emux of time, it becomes in-
creasingly diftlcult to fix responsibility. They trust that with the 
introduction of the remedial measures, referred to in evidence (viz. 
simpUfication of the existing procedure for the disposal of cases 
of losses and constitution of ad hoc committees), the finalisation of 
cases of losses will be expedited. They would like to watch the 
position through future Audit Reports. 
Pages 26-27, paT4 37-Ou.tBtanding objections 

92. Compared to the previous year, the number of outstanding 
objections raised by the statutory audit and internal check authori-
ties had increased, as would appear from the statement given below: 

Number of outstanding objection as on-
30-6-61 30-6-62 

Army 29,566 30,417 
Navy 1,831 1,822 

Air Force· 9,721 12,803 

Ordnance Factories II ,496 10,146 

ToTAL 52,614 55,188 

• 



86 

In compliance with the ~  of the Public Accounts 
Committee, as contained in· paragraph 4:2 of their FOurteenth Re-
port, (1st Lok Sabha) orders delegating higher powers for the 
settlement of audit objectitms arising out Of breaches of rules and 
regulatiOllS, ·were issued by the Ministry of Defence in. February. 
1959. EAhanced powers to waive audit objections and write oft ir-
recoverable amoun.ts were also delegated to officers of ~ Defence 
Accounts DepartmeRt in January and March, 1959. Diecretion to 
waive technical aDd non-financial objections, without reference to 
the adminiatrative authorities, had also been given to the (bntrollers 
of Defence Accounts. 

The anticipation that these'measures would lead to speedy settle-
ment of ~  had not fructified. 

In evidence, the increase in the number of Outstanding Objec-
tions under 'Air Force' was ascribed. to raising of new units. There 
had, however, since been an improvement in the position; and the 
number of such objections had come down from over 12,000 to 
about 8,000. It was also stated that, with a ~  to speedy settle-
nent of audit objections, it had been decided recently, in consulta-
,ion with the Ministry of Finance, to constitute a small committee 
at each Command Headquarters with which would be associated as 
an observer, a representative of the Director of Audit, Defence 
Services. Such of the Objections, as cannot be settled by these 
committees, would be referred to another committee to be set up 
at the Centre. It was added that similar committees, set up in the 
past, had reduced the number,of Objections by about 90 per cent. 
It was hoped that the number of Objections would be brought down 
substantially by the end of the year. The Committee would like 
to watch the position through future Audit Reports. 

Appropriation Accounts 

Page 15, Annexure II to ControUer-General of Defence Accounts 
Certificate-So No. 4 

93. In Cantonment Board, Jullundur, the amount of Rs. 17,171 
outstanding on account of various taxes as well as certain discre-
pancies in tax accounts were noticed in audit of accounts for the 
period April, 1960 to March, 1961. It was revealed that certain 
Tax Collector misappropriated house tax collections by manipula-
ting the receipts and connected documents. The extent of ~
appropriation and the period involved would only be lmown after 
the special audit of accounts from 1st April 1956, which was being • . 
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-uncleriaken by the Controller of Defence Aocounts on the recommen-
dation of the General Officer CommaRdiBg-in-Chief, Western Com-
mand. The case was under investigation by the Civil Police. 

~  the ~  in Whicp. ~  lwl 
taken place, the representative of the Ministry of Defeace .. ted 
that the clerk concerned had been placed in charge of not only 
mabltaining the ~ Regiatel' but alao ~  and realising 
the bills. This clerk UIIed to give cor:reet figure on th,e receipt, 
but wrong figl;U'e on the ~  aDd wheR the next bill was 
prepa/ad, he did not mention the arrears therein. The irreguladty 
could not be detected til11st December, 1961, when the work assigned 
to this clerk was split up and another person posted to take up a 
part of his work. As to the remedial measures, the witness stated 
that detailed instructions to prevent the recurrence of such cases 
had been iSSUed. The system of outside collections, started for the 

~  of tax-payers, had. also been discOllltinued, as it facilita-
~ embe¢ameJ:lu. 

As regards the latest position of the case, the representative of 
the Ministry stated that the police investigations were completed 
in April, 1962, and criminal proceedings instItuted in May, 1962. The 
case was now pending in the court of law. As regards departmen-
tal action against the supervisory staff, it was stated that the Tax-
Superintendent had been reduced to the post of a clerk. Further 
action in the matter would ,be taken after the court case had been 
finished, and the internal audit concluded. 

In reply to a question, it was stated that the maximum possible 
amount, which might have been mis-appropriated by the clerk in 
question, would be of the order ofRs. 40,000. 

The Committee would like to be informed of the rault of the 
criminal proceedings and further action taken in the matter. 

General 

DeZays in the completion of projects 

94. The Committee have come across some cases of serious delay 
in the completion of important projects and non-utilisation of im-
ported machinery as a result of defective planning, lack of coordi-
nation and slow progress in the execution of connected works ser-
vices. A few instances are given below: 

Para 15.-Bulk storage tanks for petrol which had taken 5l years 
for completion could not be commissioned for another two yean 

• 
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due to delay in the issue of sanction for fire fighting' equipment,.-
static water tanks and electricity. 

Para 33.-Though the suppliers had agreed to replace the defec-
tive camshafts, no demands were made on them for 4 to 5 years due" 
to negligence. 

Para 42.-In the case of a machine ordered against an 'operational 
immediate' indent, stipulating the completion of supply by November, 
1960, sanction to the construction of air-conditioned bufl.d.\ng re-
quired for its utilisation had not been accorded till September, 1962; 

Para 44.-A machine indented as 'operational immediate' in July, 
1960 and received in 1962 has not so far been put to use for want of· 
power and necessary 'Works Services. 

Para 57.-A steel foundry was sanctioned in 1950 but the ~ 
ties took 12 years to place an indent for the amlealing furnace on 
which depended the commissioning of the foundry. 

Para 82.-The conunissioning of a furnace received in 1955 was· 
delayed by more than four years due to delay in sanctioning and ~ 

tructing the building. 

Para 84.-While the works services were sanctioned in December, 
1957 and completed in February, 1962, the purchase of equipment 
was sanctioned only in August, 1961. The complete equipment is not 
expected to be delivered before 1964. 

Such inordinate delays are bound to have adverse etfectB on the 
indigenous pJ;'oduction of vital stores and ~ training prograJ1UD18 
in connection with which the equipment was ordered. The Com-
mittee desire that the Ministry should give serious consideration to 
the remedial measures necessary for obviating the recurrence of such 
cases. 

NEW DELHI; 
The 5th December, 1963. 
Agrahayana 14, 1885 (Saka):, 

MAHA VIR TYAGI, 
Chairman, 

Public Accounts Committee.. 
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APPENDIX I 
Nou rllardi", bcns Df)" Vot.d Grant disclosed in thl Appropriaticn Ac.:ounu 

oft'" Dlfmu Smnces/or t"'year 1¢1-62wul1r Grant No. ~  SmJicIS, 
B{f,cnfJ_Naoy. 

(Su p .. 6 of the Report) 

Grant N~ Io-Defence Services, Effective-Navy: 

Voted Grant . 
Actual Expenditure 
NctBEeaa 

Re, 

O ~  
30,66,#,516 

·61;79.516 

2. The details of the net excess by various SI1b-Heads of Accounts 
of the Grant are indicated below:-

(In lathe of Re.) 

Variation 
Sub-Heads of Account Original Final Actual between 

Grant Grant Expendi- ~  3 &: 4 
ture, 

1 2 3 4 5 

A,-Pay & AIlowallCC8 of the Navy 493'03 486'03 485'81 (-)1 '12 
B-Pay & AIloWaDceI of Reservists, 3'45 2'50 2'48 ( .... )0·03 
C-Pay & Allowances of Civilians 364'25 365'62 360'29 (-)5'33 
0-Transportation & Miscellancous , 93'35 II9'SS 130"4 (+)1'09 
E-Expenditurc on Stores 467'38 400'84 451'19 (+)50'35 
F-Bxpenditure OD Walt. (other than Capi-

tal Projects) Maintenance etc" , 107'62 109. 67 111'74 (+)2'07 
G-CharJes in England 475'57 518'64 533'37 (+)14'73 
H-Loaa or GaiD by Exchaqe • 0'90 0'93 (+)0'03 

TOTAL 2004'65 2004'65 2066;45 (+)61'80 

3. It would be -seen from the above that the net excess of Rs. 62 
lakhs has mainly occurred under Sub-Head E (Rs, 50 lakhs) and 
Sub-Head G (Rs, 14 lakhs). The important factors responsible for 
the excess expenditure under these sub.-heads and the circumstances-
leading to the exceSs are briefly indicated below:-

(In Laths of RI.) 

(a) waer adjustment than anticipated of cuatoxns duty late lD the year. 2I! 
(;,) ~  than aoticipated on 'provisions' mainly due to 

undtr-e.tlmadon of the COlt of rations. • • •• 17 . 

91 
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~  ~  ~ ~ ~ of supplies of Armament Stores from Ordnance 
Factorlcs than anuclpated (Re. 16 lakhs) partly eet off by IIVinp on 
account oflesler lupplies through other IOurtel (RI. 4Iakhs). . . I2 

so 
.Sub-Mad G 

Payment of certain advance in the U.K. for supply of Itores without Ide-
~  provision (Re. 40 1akb1), partly set off by aaviDp on other accounts 
.(KI. 26 lakhs). . . • • • • • • . • 14 

:4. Sub-Head E 
,(1) Excess in respect of custom.s duty on stores (Rs. 21 Zakh&): 

Against a provision of Rs. 33 lakhs made in the Final Grant on 
'account of customs duty, the actual expenditure was Rs. 54 lakhs· 
..eluring 1961-62. The excess expenditure was mainly due to adjust-
ment of arrear charges of customs duty through the closing accounts 
of the year which could not be antiCipated earlier. The expendi-
ture on this account was quite normal during the major portion 

.. of the year and upto January 1962 when a provision of Rs. 32'89 
lakhs which was considered the maximum expenditure that would 
be incurred, was made in the Modified Appropriation Report. The 
compilation during February and March was alSo normal but 
suddenly in March (Final) Accounts, a sum of Rs. 25' 61 lakhs was 
~  raising the total compilation to Rs. 53' 90 lakhs. On in-
vestigation it came to light that a sum of Rs. 31 lakhs apprOXimately 
pertaining. to the previous years-as far back as 1955-were booked 
\0 the 1961-62 year's accounts:' 
,(ii) Excess in respect of 'Provisions' (Rs. 17 lakhs): 

The excess was mainly due to under-estimation of the cost of 
1'ations. During the course of the year, the cost of rations increased 
.)ut this came to light very late in March (Final/Supplementary) 
accounts received in July I August of the following year. 
(iii) Excess in respect of supplies from Ordnance Fact.ories (Rs. 12 

lakhs):1 t 
A provision of Rs. 73' 261akhs had been made in the Budget Esti-

-mates 1961-62 on accoWlt of supply of Armament stores from Ord-
nance Factories. This was increased to Rs. 81'16 lakhs in the Final 
'Grant in March 1962. The value of supplies that actually materia-
lised during the year however came to Rs. ~  lakhs resulting in 
-excess of Rs. 16' 46 lakhs over the prOVision of Rs. 81'16 lakhs made 
in the Final Grant. The reasons for this excess were that:-

(1) Certain hold ups on production anticipated earUer were 
cleared during the later part of the year and produc-
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tion was stepped up with the result that more suppliea 
than envisaged, materialised; 

(2) Increase in cost of production as a result of adjustment 
of benefit accruing from the recommendations of Pay 
Commission; and 

(3) Increase in cost of production as a result of certain adjust-
ments in the cost of raw materials etc. 

This exceSs also came to notice only when the major portion of the 
expenditure was booked in March (Final) and March (Supplemen-
tary) Accounts. The excess expenditure caused on this account was 
however partially set off by savings to the extent of RI. ~ 10 lakhl 
in respect of supplies through other sources. 

Sub-Head G 

(iv) Excess in respect of advance payment . in the U.K. (Rs. 14 
lakhs) : 

The High Commissioner of India in the U.K. made an advance 
payment of Rs. 40 lakhs on 29/30th March 1962 to the U.K. Admi-
ralty for the supply of certain stores during the year. No provision 
·was, however, made on this account in the Final Grant as Govern-
ment sanction authorising the payment did not issue during the 
financial year. The excess caused on this account was covered to the 
extent of Rs. 26 lakhs by the unutilised portioD of the total provision 
under the Sub-Head, resulting in a net excess of Rs. 14 lakhs. 

The reasons for the payment of Rs. 40 lakhs to Admiralty are 
explained below :-

I.N.S. VIKRANT was commissioned in the United Kingdom 
in March 1961. After her post-commissioning trials and 
work up, which were carried out in U.K. and in Medi-
terranean waters, the ship .arrived in India in Novem-
ber 1961. 

It was considered absolutely essential that adequate Base and 
Depot Spates (maintenance spares) should be provided. 
for the Carrier on commissioning in order to ensure that 
the ship remained fully operational. 

With this object in view the Admiralty were asked towards 
the end of 1959 to indicate broadly the expenditure 
likely to be incurred for Base and Depot Spares. On 
th'i basis of information obtained, Naval Headquarters 

]828 (Aii) LS-7. 
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sOught the liahction of Government tn May 1960 for ob--
taming Base arid. Depot Spares for I.N.S. VIKRANT at 
an estimated cost of Rs. 85.00 lakhs. 

In the meantime lists of Base and Depot Spares which were 
drawn up by the Admiralty were scrutinised by the 
Indian Naval Adviser in the U.K. during 1959 and 1960 
~  returned to them. The Admiralty on receipt of 
these lists progressively started placing contracts with 
the various manufacturers for the supply of the spares 
without waIting for fOrinal indents. 

On 9th March 1962, the Indian Naval Adviser in U.K. inform-
, ed Naval Headquarters that the Admiralty had submit-

ted a claim on account of Base and Depot Spares al-
ready supplied and services rendered during 1961-62 
and requested authority to make a payment for a sum 
of Rs. 40'00 lakhs on that account. On 29th March, 
1962, the Indian Naval Adviser was informed that no 
payment for Base and Depot Spares should be made to 
the Admiralty as formal Government sanction had not 
been issued at that tUne. Sanction was accorded only 
on 10th May 1962 in the Government of India. Ministry 
of Defence letter No. EGI1228INHQI529-SID(N-I) dated 
10th May\ 1962. The Admiralty, however, pressE"d their 
claim for payment because. according to their account-
ing system, money spent for the supply of stores and 
services rendered must be recovered and credited in 
their books in the same financial year. Since it was a 
legitimate claim against the Government of India, the 
High Commissioner for India in the U.K. authorised the 
payment of the amount involved resulting in the ex-
cess in question. 

In this connection it may be explained that the delay of nearly 
two years which occurred in the issue of the Government sanction 
for the procurement of Base and Depot spares for the Aircraft Carrier 
VIKRANT at an estimated cost of Rs. 85 ~  was due to the pro-
posal being subjected to. minute scrutiny at every stage in view of 
the large expenditure of foreign exchange which was· involved. 
Various important points came up for consideration from time to 
time and they had to be carefully examined and adequately clarified. 
The experienee gained earlier in the purchase of Base and Depot 
Spares for new construction ships had also to be brought to bear on 
the cOnsideration of the proposal for Base and ~  spares for INS 
VlKRANT. . 
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5. The excess of Rs. 61,79,516 is 3'1 per cent of the Final Grant. 
In the circumstances explained above it is requested that the excess 
may be recommended for regularisation by Parliament under Article 
115 of the Constitution. 

8. DADS has seen. 

• 
R. J. RABELLO, 

Joint Secretary (N) . 
6th August, 1963. 



APPENDIX n 
Note regarding Ezr;ess over Voted Grant disclosed.in the Appropria-

tion Accounts of the Defence Services for the year 1961-62 under 
Grant No. 12-Defence Servicea-Non-effectiue. 

(See para. 6 of the Report) 
Grant No. 12, Defence Servlces-Non-etfec:tive. 

Voted Grant 

Actual ~  

Netexceu 

Orilinal 

Supplementary 

Total. 

,. 

Rio 

32,00,000 

18,91,95,000 

2. The net excess of Rs. 20'32 lakhs broadly comprises:-

(i) A sum of Rs. 10 lakhs roughly on account of payment of 
'Temporary Increase' -element of pension, in excess of 
Budget provision. 

(ii) Adjustment of a sum of Rs. 10 lakhs roughly on account of 
Government contribution on certain ContrIbutory Pr0-
vident Funds, in excess of Budget provision. 

3. The circumstances leading to the above excesses are explained 
below:-

E=eBs in respect of Temporary Increase in Pension. 

In the Budget 1961-i:l2, provision for a sum of Rs. 3'50 crores wu 
lincluded on account of increase sanctioned to Service penaionera 
c!rawing small pensions, with effect from 1st April. 1958. on the 
analogy Of increases sanctioned to aimUar category of peDIioners on 
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the Civil side. This provision was reviewed at the Revised EsU-
mates 1961-62 stage and it was found that the pace of disbursement 
of pension by the Civil authorities was alarmingly low. It was, 
therefore, considered necessary to reduce the provision in the R. Eo 
1961-62 to Rs. 3' 04 crores. As the progress of payment still conti-
nued to be slow, it was feared that even this reduced provision of 
Rs. 3'04 crores might not be utilised ·unless some special measures 
were taken in the matter. Accordingly, with a view to acceleratinl 
the pa3iDlent of arrears of 'Temporary increase in Pension' in .. 
many cases as possible before 31st March 1962 and utilising the funtb 
to the optimum extent, the Controller of Defence Accounts (Pen-
sions) took special steps to request the State Governments, P. II: T. 
authorities etc. on 20th November 1961, to arrange for the payment. 
quickly and pass on the debits for adjustment through the account. 
for 1961-62. As a result the progress of payment gathered tempo and 
heavy payments were arranged by the Civil authorities at the fal 
end of the financial year. Though the bulk of these payments were 
arranged by the Civil authorities through the accounts for the c1oe-
ing months of the financial year, the debits came to the notice of 
the Controller of Defence Accounts (pensions) during the month of 
March, 1962 and subsequent months. 

Excess in respect of Government contribution. 

In the revised Estimates 1961-62, the Oftlcer-in-Charge, Hollerith 
Section, Meerut, who is the Centralised Fund Accounts Oftlcer, 
assumed, on the balds Of the subscriptions realised to various Con-
tributory Provident Funds and accounted for by the various Con-
trollers of Defence Accounts upto November, 1961, that a sum of 
Rs. 90' 54 lakhs would become adjustable at the end of the financial 
year 1961-62 in the individual ledger account of the subscribers, by 
way of Government contribution as against the original Budget 
provision of Rs. 57.00 lakbs. Heavy amounts of arrear subscriptions 
to the Funds were, however, recovered by the Cs.D.A. during the 
closing months of the year 1961-62, as a result of refixation of pay 
under the Revised Pay Rules, 1960. While certain increase on th1a 
account also was anticipated by the Centralised Fund Section and 
provision made accordingly through the Revised Estimates 1961-82, 
based on information then available, the actual recovery of indivf.. 
dulll' IUbscription effected from the sub$cribers, exceeded the ex-
pectation of the Centralised Fund Section by roughly Rs. 12 lakha 
on which Government Contribution became adjustable. ThIs result-
ed in an over-all excess of Rs. 10 laths roughly over the aanctIoned 
grant as a wHble. 
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4. The excesa of Rs. 20,32,181 it only 1'1 per cent of the sanctlODro 
tid Grant. In the circumstances explained above it Ja requested that 
the excess may be recommended for regularisation by Parliament 

6. nu. note hu been seen by Audit. 

• 
D. D. SATHE, 

Joint Secret4'l1. 
211t Melli. lJ83 . 
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Recommendations of the Committee 
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mediate cOurse and details in Advance course ;-
(a) Principles of COSt Accounts. 
(b)Produttion accoUlltS and their significance. 
(e) ContrOl of Production through Produaion cOSt. 

2 Sales rates in respect offree issues should not be fixed. The dfi-
~ of the farm should be judged from the COSt of production 
esC milk. 

tNee ftlted b7 Mlit. 

While efficiency ofthe farms should be judged 
fJ om the cost of pre duction, a sale rate will also 
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APPENDIX IV 

Note reo Procurement of a (light simulator without inviting tenders .. 

(See para. 40 of the Report) 

Question: (i) The contract was entered. into with the firm in 
question in July, 1958. The Air Adviser Attached to 
the High Commissioner for India in the U.K., how-
ever, informed another firm on 28th May, I958 that 
there was no requirement for a Canberra simulator. 

<a> Why did the Air Adviser furnish incorrect information 
to the firm? 

(b) Did the Air Adviser, before giving the above reply, refer 
the matter to the Ministry, and. obtain their approval? 

<ti) In the absence of quotations from other firms, how did the 
Ministry of Defence satisfy themselves that the price of 
Rs. 27'24 lakhs paid to the firm in question for the ftight 
simulator was reasonable? 

Simulators are not mass pnXiuced. They have to be designed· 
JpeCially for a specific task and purpose. This involves considerable 
amount of spade work on the design. study and takes time before 
even an approximate indication can be· given regarding its expected 
performance, time required for the manufacture and the cost. In 
the absence of any data, any firm without previous experience on a 
specific type of simulator would take some time to carry out this 
spade work and later to build and perfect the simulator. There 
were only two firms in the field Mis. Radifons and Mis. Air Train-
ers. Messrs Radifons had been working on the Canberra simulator 
since AprillMay, 1957 and, therefore, had already carried out con-
siderable amount of spade work by 1958. This was purely on their 
own initiative. In regard to Canberra, Messrs. Air Trainers had 
not manufactured any simulator for the R.A.F. Obviously, there-
fore, the firm had not done any practical work on Canberra simu-
lators either. This firm made their first inquiry regarding our re--
quirement of a simulator in May, 1958, i.e., nearly a year after the 

I' 
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. other firm had commenced their work. Naturally Messrs. Air Train-
ers would have taken the same amount of time as Messrs. Radifons 
to carry out their design study before they could firmly indicate 
the details of their simulator. When Messrs. Air Trainers made 
their first inquiry in May, 1958, negotiations were already in ~ 
gress with Messrs. Radifons. Asking Messrs. Air Trainers at this 
stage to carry out the design study and forward details of their simu-
lator, would have certainly complicated and delayed the procurement 
of the sfmulator. Messrs. Radifons also provided Viscount simulator 
to the lA.C. and Super-Constellation simulator to the A.U. In this 
context Air Headquarters gave their preference to Radifons. 

Canberra aircraft were in squadron service in the IAF by May 
1958. A flight simulator was urgently required to minimise the risk 
of accidents to aircraft. Air Headquarters had also reported in 
February, 1958, that Messrs. Radifons had already submitted their 
detailed specifications on their proposed simulator which conformed 
to the requirements of Canberra 58. This was a stage of certainty 
for getting the job done by Radifons. Government orders were, 
therefore, issued in March, 1958 authorising procurement of one 
simulator with spares at an estimated cost of Rs. ~  lakhs. 

On the other hand, Messrs. Air Trainers made an offer to our 
Air Adviser on 23rd May, 1958 to make one. From the practical 
point of view, it was not advisable to make an ~  with this 
firm and await result. Government sanction for the procurement 
of the simulator, which was issued in March, 1958 had authorised 
D.G.I.S.D., London to negotiate the contract with Messrs. Radifons 
Limited. As such, the Air Adviser quite tactfully informed the 
other firm in May, 1958 that there was no requirement for a Can-
berra simulator. In view of the endorsement on the Government 
sanction, the Air Adviser did not consider it necessary to refer the 
matter to the Ministry before giving the above reply. 

In view of the position explained in the preceding paragraphs, 
.answers to the questions of P.A.C. are furnished below serlatlm:-

(i) (a) The information furnished by the Air Adviser to Mes-
srs. Radifons was incorrect in the sense that a demand 
for Canberra simulator existed at the time the informa-
tion was given, but it must be noted that the Govern-
ment sanction for the procurement of simulator had 
authorised D.G.I.S.D., London earlier to negotiate the 
contract with Radifons Ltd. In these circumstances, it 
would have been untactful on the part of the Air Adviser 
to have said anything else. 
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(b) No. Air Adviser was guided in the best interest l!lf Gov-
ernment and, therefore, should not be blamed for the' 
diacretion used by him that he did not bring to the notice 
of the Government the offer of the other firm. He was, 
after aU, aware that D.G.I.S.D., London was about to 
place an order on the Radifons because Radifons was the 
only firm who had manufactured simulators not only for 
the I.A.F. but also for the R.A.F. 

(ii) The other firm Messrs. Air Trainers had not ~  
any simulator for the R.A.F. and, therefore, had not done 
any practical work on Canberra simulator. Messrs. 
Radttons had, however, on their own initiative complet-
ed, all the design study in the simulator to meet the I.A.F. 
requirements. This firm had also provided Viscount 
simulator to the I.A.C. and Super-Constellation simula-
tor to the A.I.I. They had already submitted their detail-
ed specifications on their proposed simulator which con-
formed to the requirements of Canberra 58. This was a 
stage of certainty for getting the job done by RadifollS .. 
Government orders were, therefore, issued in March 1958 
authorising procurement of one simulator with three 
years spares from this firm. The Air Adviser to High 
Commissioner in U.K. had advised that the terms offered' 
by the fh::m were reasonable. and recommended accept-
ance. I.S.D., who negotiated the contract, had ~  the' 
best price possible. 

Sd./- G. L. SETH, 
Joint Secy. (A) 

Minist", of Defence. 
20-9-1963. 



APPENDIX V 

Statement gi1'ing an anfzlyriB of value of production of Defenc. 
Factories 

(See para 63 of the Report) 

Qta!stion: What percentage did the (a) labour charges (b) cost 
of indigenous stores and equipment and (c) cost of 
imported stores and equipment bear to the total value 
of production of Ordnance Factories (excluding trucks 
and tractors) during the years 1959-60, 1960-61 and 1961-
62. ' 

Answer: While the element-wise analysis of the value of produc-
tion can readily be furnished, there is no means at present by which 
analysis of imported and indigenous material actually utilised in the 
cost of production for a year can be furnished. 

2. A statement is attached indicating the cost of production (ex-
cluding trucks and tractors), 'direct labour charges etc. for the year 
1959-60 to 1961-62. The figures furnished in the statement have 
been worked out using the cash compilation figures as the basis for 
apportionment of the value of material included in the COlt of pro-
duction into material of foreign and of indigenous origin. 

3. Director of Audit, Defence Services, has seen. 

• 

S. y. RANADE, 
Jcnftt Secretary to the Govemm.en.t of India . 
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APPBNDIXVI 

Nore re 4.1ay i" the placemnrt 011ll/J'P1y ord"" lor ~  tI NiM .. r.,./u. 
[See par" 7801 chi Report) 

Point (8) [" roidmCf 'M committe. r»ere "",ormId ""',. 
iPld."r for uoo InICIts wtU plaud by Amry H. Q. 011 
5.3.60 lor deliwry "lI$ early lI$ possibl,", but in rUfJ"1 
of c,ma/"""," r,qllirwd for 600 of eh8", 'M OOOP 
placed ,Irs supply order 011 W 1apanu, fir". only ., 
I"" lI$ March 1$161. 

Answer The Army indent of the sth March, 1960, comprised or 
48 Nissan trucks without Winch and 720 with Wiocb. 

• By then only the Nissan truck without winch was 
approved in design by the Director ot Vehicles and 
the winch design was not finalised. In tact, supP17 
01 winch suitable tor Nissan truck was not within the 
contractual obligation in the agreement. Even thea 
Messrs. Nissan Motors were willing to offer suitable 
winch and quoted tor the same but the Ministry of 
Finance insisted on a global tender tor a competitive 
price. Accordingly on 3-4-1961 we initiated enquir-
ies through DGISD, London and Special Mission, 
Washington. Nissan's quotations were, however, 
available with us since November, 1960. The 
quotations were received by 23/24-8-61. These quota-
tions with specifications were then exemined iJl 
detail and forwarded to the Director of Vehiclel 
and finally it was decided on 26-5-62 that the wincb 
offered by Messrs. Nissan Motors can be accepted 
subject to certain modifications. Meanwhile we 
received a sample winch from Japan which was sent 
to TDE (V) Ahmednagar in September, 1961. 
The Director of Vehicles decided in tavour of pro-
curement 01 Messrs. Nissan winch on 5th October, 
1962. 

Point (b) 

Meanwhile without waiting for all this protracted finaIi-
sation ot the winch question, the DGOF represent-
ed the Army HQ whether the trucks without winch 
could be supplied in order to carry out the continuity 
of production. Finally on 28-2-61 the clearance WBal 
given by the Ministry ot Defence regarding ~ 
01 order tor the balance CKDs without winch. Acc-
oraingly supp ly order No. TN/4I01 dated 25-3-61 
for 60 Nissan CKDs without winch was iSliued. 

A second indent fro". the Army HQ for 1100 .Hulan 
trucks was received in July, 1961, but DGOF plac,d 
supply orders fur the ccmp(lnenu to be imported only in 
JanulZry and July, 1962 . 

Answer . REASONS FOR DELAY: 

1626 (AiD LS-8. 

It has already been explained earlier in the previoUi 
paragraph that the last supply order against the pre-

~ indent ~ issuea or 2Stt. March, 1961. Supply 
ot the CKDs against this orde r was receind trOlil 
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August 1961 to December 1961. The factory com-
menced using these CKDs tor assembJy ot trucks trom 
the month 01 September, 1961 and utilised all of them 
by March, 1962, aite r using the first tew lot s ot 
Nissan tAlck issued to Anny, the Anny represented 
that they would preter seU-centering to DC inc", r orat-
ed in the truck tor better manoeuvreability in h lIy 
terrain. The trucks were then fitted with Worm and-
aector type Steering which were semi-centering. This 
mattor was taken up with MIS. Nissan Motors on 3-4-61 
who thensenttheir designers to visit Indif to \"xrmine 
the nature ot duties that the Nissan truck were to 
periorm. Finally, aiter consultaticn witt. tte mrnu-
tacturer und also the user, they went to Japan and 
intimated that the redesigning has been undertaken 
by them. The design was completed on November, 
1961 and Mrs. Nissan intimated that one pilot truck 
has been manufactured with the improved desirn of 
stcering by end at January, 1962, This was examined 
by our visiting officers Brig. T.B. Poduval, OSD 
(Trucks) and Shri A.D. Wilks, Genert'! Manager, 
Gun Carriage Factory, Jabalpur, who visited Japan 
in connection with machineries tor Nissan Engine 
manufacture. The test report on the trial 01 the pilot 
truck was received and passed on to the Director of 
Vehicleson5-3-1962. Earlier on receipt of clearance from 
the director of Vehicles regarding suitability 01 steering 
on 8-1-6.2. action was taken to place orders for CKDs. 
on 25th Janua,ry, 1962. tor 600 units of CKDs. If 
the DGOF hed placed order tor all the 1 JOO CKDs 
then he had to commit a percentage ot indigenou!\ 
content based on the progress then made and Once 
this is committed, any revision of deletion content 
would not h&ve been possible. Therefore, as a 
fundamental procedure tor progressive indigenous 
manutacture, placement ot order of CKDs in 
parts was resorted to and the next lot was ordered only 
in July, i962. 

It may be seen that the last batch ot CKD against the 
order dated 25th January, 1962, WBS received in 
November, 1962 and gone into aSf(mbly only in 
January, 1963. The placing ot order for second lot 
in July, 1962 did not hrmper the continuity of 
prodUCtion; on the other hand advantage was gpined 
in increasing percentage ot indigenous content in this 
lot. 
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APPENDIX VB 

Summary 01 main CO ~ 

Para Ministry/De-
No. partment con- Conclusions/Recommendations 

• cemed. 

2 3 

2 Defence1 

Finance (De-
fence). 

3 Defence 

Finance (De-
fence). 

4 Detence 

Finance (Defen-
ce). 

4 

While the Committee note that the 
overall savings in Voted Grants dur-
ing the year under review (5' 79%) 
indicate an improvement over the 
previous year (8' 30%) they teel 
that the amount utilised CRa, 21 '13 
crores) is still heavy. The Commit-
tee desire, that, with a view to fur-
ther improving the standard of 
budgeting and narrowing the gap 
between the actuals and estimates, 
the remedial measures, referred to 
in evidence, should be introduced 
at an early date. 

The Comptroller & Auditor Genera) 
suggested that, in cases ot Projects 
involving outlay in foreign exchange 
the Ministry might, in the light 
of their experience as to the avail-
ability of foreign exchange and the 
progress ot expenditure on Projects, 
impose a lump sum cut on the ori-
ginal estimates. The Committee 
desire the Ministry ot Defence to 
examine, in consultation with 
the Ministry of Finance, the 
question ot implementing this sug-
gestion of the Comptroller & Audi-
tor General at an early date. ,,* flO ~~ 

The Committee are unable to under-
stand why the instructions issued 
by the Ministry of Finance in 1958, 
pursuant to the recommendatioot 
this Ccmmittee made in their 8th 

III 
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2 3 .. 
Report (Second Lok Sabha), accord-
ing to which in cases where a final 
decision had. not been taken. only 
a token provision should be made 
should not have beeq.,made appli-
cable to the Deience Expenditure, 
The Committee dedre that thia 
should now be done without delay, 

.. S DClence The Committee are not happy over 

s 

------- the practice of surrendering funds 
Finance (Detence) year after year on the 19st day ot the 

financial year (Rs. 19' 66 crores in 
1961-62). This betrays a sense d 
complacency on the part of the 
Ministry ot Defence. They note 
that, in pursuance ot the recommen-
dation contained in para .. of their 
35th Report (Second Lok Sabha) 
the Ministry of Finance (Depart-
ment of Economic Affairs) had al-
ready issued instructions to the ad-
ministrative Ministries in October, 
1962 tor exercising strict budgetary 
control and surrendering savings 
immediately they were foreseen. 
The Committee desire that the 
above instructions of the Ministry 
of Finance should be strictly com-
plied with. 

6 Defence 

Finance (Det-
en.:e). 

,i) Intheopinionoi the Committee 
the excess under Sub-head E of 
Grant No. Ie-Navy, indicate& 
the need tor a more realistic esti-
mate ot requirements and a clos-
er watch over the progresll of 
expenditure and liabilities to 
be liquidated. The Committee 
would, in this connection, draw 
attention to para 6 ot their 23rd 
Report (Se.:ond Lot Sabha) 
wherein it was emphsslSea that 
the Controlling oftiCt'fS should 
obtain information not only 01 
what has actually been spent 
from any Appropriation/Grant 
but also of "'hat CQD1D1itmellu, 



1 

6 

7 

113 

2 3 4 

and liabilities have been or 
will be incurred against it dur-
ing the financial year so that 
they have an idea ot the pro-
gressive liabilities and commit-
ments in respect of which pay-

• ments have to be made. 

7 

8 

Defence 

Finance Def-
ence). 

Defence 

Finance (Def-
ence). ' 

(ii) As regards the excess under sub-
Head G., while the Committee 
appreciate the need for minute 
scrutiny at every stage, they 
find that in this case tne Admi-
ralty had 'progresftively start-
ed placing contracts' with the 
manufacturers after the lists ot 
spares had been scrutinised by 
the Indian Naval Adviser in 
U.K. during 1959-60. The 
Committee are not, therefore. 
satisfied with the explanation for 
delay of two years in the 
issue of Government sanc-
tion. 

liii) The explanation of the Ministry 
tor the excess under Grant No. 
u-Dcfence Sen'ices, Non-

effective, as Sf't forth in their 
Note submittecl to the Commit-
tee, ~  We need fot a 
closer co-ordination between 
the disbursing and 8CX'Ounting 
authorities. 

Subject to the observations 
ot the committee in para b. 
the Committee recommend 
that excesses under Grants 
No. Ie-Navy aDd 12-Non-
effective may be resu1arised by 
Parliament in the manner pres-
cribed in Article I I S of the G>n-
stitutioD. 

The Committee hope that the Gov-
ernment would arrive at a d,..:isioll, 
sufficiently in advance ot the finalisa-
tiClD of the AppropriatiClD Accounts 
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Defence 

Finance 
Delence 

Food & 
A~  
(Agriculture) 

10 Defence 
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4 

(Defence Services), 1963-64. aDd 
tbat it would be.possible for them to 
place the detailed Bud8et EstimatCil 
for 19b3-64 before Parliament. 

The Committee feel concerned to 
observe that the average rost of pro· 
duction of milk at tl-e Military ~ 
according to ~  Ministry's own cpl-
eulation, comes to Rs. I . 43 per litre 
wricr is more than twice tt-e average 
plOrchase rate (0 66 per litre). Dur-
ing the course of evidence, tl-e Com-
mittee desired to know the rearti( n 
dtlle Ministry t· the idea ~
ing the supply <'t the milk require-
ments of units and formatiC'ns to 
civil ~ which may be set 
up for the pl'rposl'. The re-
presentative ot the Ministry stated 
that, it a punctual supply ot milk 
('If [he requisite quality could be en-
sured, the ~ r wC'uld certainly 
be considered by Government. The 
Committee desire tt e Ministry of 
Detence to examine this suggestion 
at an early (.&ate. in consultation 
with the Ministries ot Finance and 
Food and Agricui!nJ'C, and ~  
them of the decision taken in thii 
behalf. In the meantime, every 
elf, rt sh. uJd be made by the 
Ministry to bring down the COst ot 
productirn to the lowest extent 
possible. 

The C mmittec are not convinced 
by the explanati.n offered hy the 
Ministry in evidence. They teel that 
the present system ('If pricing of miD: 
issues, is unsBtistactory; it is . b-
viously a camouftage to cover the 
deficits of Military Fanns by pric-
ing their free issues ot blended milk, 
lor purposes ot accounting. at an 
abnormally hii!.h price and therebY 
showing aD inflated income. They 
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II Defence 

. Defence 
12 -----

Finance (Def-
ence) 

13 Defence 

liS 

4 

note in this reprd that if the entire 
quantity ot milk issued free were 
priced at the avr-rage lIale rate ot 
Re. 0·84 per ~ tor whole milk, 
there would lave been a loss ot 
Rl'. 4.58 lak"'s, instead of a profit 
of Rs. I2 . 991akhs (in other words. • 
difference ot Rs. 17' 57 lakhs\ 

The Committee (>I"sire that the reo 
commendations ot Expert Commit .. 
tee appointed tor reviewing thf' ex-
i.ting accounting and financial sys-
tem ot Militarv Fanns should be 
implemented expeditiously, witt1 
a view to putting tre aca,unting 
system of Mi Htary Farms on a sound 
basis . 

The Committee regret to observe that 
although more than 8 vears have 
elapsed since the Public Accounts 
Committee first drew the attention 
of the Ministry to the irregularity 
invdved in keeping the finandal 
transactions of the Canteen Stores 
Department outsicle the Consolidat· 
ed Fund of India, a final decision in 
the matter is yet to be taken. 
While the Committee appreciate the 
Ministry's de6ire thet the benefits 
all along enjoyed by t}- e Servicemen 
should not be curtailed they cannot 
reconcile themselves to the conti-
nuance of this irregularity any 
knger. The Committee desire the 
Ministry of Defence to further dis-
cuss the matter with the Comptroller 
& Auditor General and Finance, 
with a view to evolving a s9tis-
f ctory solution ofth mr.tter. 

While the Committee note that, con-
se'lilent upon delay in the accept-
ance of the tenders, no increase was 
effected in the price of rum chrgec' 
trom the consumers, they would Uke 

~ ________ -L .... ______ .................... ~ ............ --........ --.................... -
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to point Mlt that had the tendrrs. 
~  'C'CeptN in timt, the addi-

tic-nal amount of R.. 1,20,000 paid 
to the Contractor would i'lave been 
.aved. The CommlttCf' wete 'Ul-
prised to learn ~  the delay in ac-
crptins the lowest tenarr Will due-
only tothefact thtt themrmbers ot 
the Board coulo not be 8vailablr in 
timt'. They Ire, !-owever, now 
informed ~  a new procedure hu 
since been laid down to obviate such 
delays. The Committee trU$1 that 
the introduction ('f this procedure 
will hive the intended dfC'Ct. 

Tt-c Committee ~ re nOI happy over thc 
delay of over two yean in tuint 
decbion about the locnicn ot tbf. 
Command Depot, which lUulted in 
unDCC'eI"". eSpcDditure on lUff 
and &eist.t ch .... ea on coUection of 
.toret. ney, towever, Dote th .. 
the Dumber ot vddcles bin, in ttoe 
open had bcm reduced and that aU 
aerviceable vchicla were UDder cov-
er. 

The Committee ftpet to observe that 
the bulk .torqe tub for ~ 
which hed tUca fift and • halt ycan. 
for CDIIIPietion, aJUJd not be CODl-
miuioDed tor another two yean due 
• deIa1 ia th, iaaue of aancdon 10r 
other Decal.1')' ~  such 
" proper fire-kbtiD£ equipment, 
.talic water tanb and d""Ctricity. 
The explanation oft'ered by the re-
presentative of the Ministry of Def-
ence in evidence is not acceptable 
to the Comminee, lor, the Firt' AlJ-
viler to thc MiahtJ')' c:ouJd "aft 
been conaulttd much U ~ 
before the proJeu w ... aDctioned or 
at lea" in it. earJier .t'rc" 1'tc 
Committee aho f.U to Ice why the 
sanction lor the electrification .hould 
not tan been illued well ahead of 
tbe illltallation of the tub. In ~ 
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opinion of the Committee, this is 
another case ot detective planning 
ana lack of proper fore-thought. 

The Committee observe that tor the 
377 animals purchased under the 
new ~  the price paid was 
Rs. 3' 18 lakhs, as against Rs. 2' 16 
lakhs payable on tht' milk-yield basis 
at the rates approved by the Eastern 
Command in November, 1961. Even 
ancr making due allowance 
for variations in prices in di1fcrcnt 
months, the difference in the two 
amounts appears to be quite sub-
stantial and indicates a need tor' 
examination whether the new sys-
tem ensures the purchase ot buffa-
loes at the most reasonable price. 

While the Committee further note the 
Ministry's argument that there may 
be a temporary decline in milk-
yield due to fatigue, changes in en-
vironment and nature and type of 
teeding scales, the tact that in the 
case ot 97 bufFaloes out ot the 133 
purchaaed under the new system 
and examined in Audit; the drop in 
milk-yield averaged 2S% during the 
tortnight atter the fiiteenth day 01 
their arrival in the Farms (the per-
iod allowed to buffaloes to overcome 
the tatigue and shoW normal re-
suits' indicates that the milk-yield 
recorded at the time ot their pur-
chase did not correctly represent 
their normal yield. The Committee 
note, in this connect on. the expert 
opinion that the 'milk-yield could be 
increased temporarily by artificial 
methods. The Committee teel 
that proper precautions could have 
been taken to elimin.te this extra-
neous tactor. The Committee 
would like the Ministry to examine 
whether the existing tests applied 
to assess the normal milk-Yield of' 
buffaloes afC adequate, 
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The Committee note that large areas of 
lands acquired by the Ministry of 
Defence, still remain under the un-
authorised occupation of tormer 
owners, even though they had been 
paid compensation tl'.erefor. The 
Committee teel that at ~ time ot 
paying compensation,the Mini6try 01 
Detence should have secured com-
plete vacant possession ot these lands. 
and, thereatter, taken adequate steps 
to prevent its encroacl:.ment by the 
former occupants and others. The 
Ministry tailed to do this. The' 
Committee desire that effective 
steps should now be taken by the 
Ministry ot Defence, in close co-
ordination with the State Govern-
ments, to ensure that the lands are 

. got vacated at an early date, and 
utilised tor the intenaea purpose, 
without any let· and hindrance. The 
Committee would like to have a fur-
ther report in. the matter. 

The Committee are not happy over 
~  manner in which the case, reter-

red to in para 42(b) ot the Audit 
Report (Deience Serviccli), 1963, 
had heen handled. TJ.ey observe 
that the initial hlilure ot the Direc-
tor, Land and Cantonments, to tllke 
prompt action on the instru('tionli 
issued by the Army Headquaters 
in January, 1956 tor the immediate 
release 01 the land and the subse-
quent indecision on the part of the 
Ministry had resulted in unnecess-
ary retention of the land tor a 
period ot about 7 years, involvina 
an infructuous expenditure ot Rs. 
241akhs. It was, inteT' aZUl, urged 
in extenuation that under the orden 
issued by the Ministry ot Detence 
in May, 1958, no landed pr0p.erty 
coula be released without the orders 
of the Detence Minister. It that 
is so, the matter should have been 
placed befote the Detence Minister 
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and his orden tor release obtained. 
Even if erron had been ~ in the-
initial Itages, the Ministry st-auld 
have taken immediatt' steps for re-
leasing the land in July, lq6l, whca 
the S ~ Board and the local au-
thori ties had recommendt'd this 
action. Unfortunately, two more 
years elapsed before this was done. 

The Committee further. observe that" 
the provisional rate of Rs. 3· so per 
sq. yard on the basis ot which the 
said payment of Rs. 24 lakhs ha4 
been made to the Bombay Port 
Trust, had not yet been agreed to b,. 
the Port Trust who have been ~  
manding rent at the rate ot Rs. S . 00 
per sq. yard. The matter was stat-
ed to be under consideration of the 
Ministry. The Committee woWa 
like to have a further report in the 
matter. 

The case referred to in para .p(c), of 
the Audit Report (Defence Services) 
1963, is another instance of inordi-
nate delay on the part ot the au-
thorities concerned in <1isposin& 
of surplus land (300 acres). It WBI 
urged in extenuation th9t the matter 
could not be proceeded with aite: 
May, 19S8, when a general embar-
go on the disposal of surplus landJ 
was placed. The Committee cao 
hardly accept this explanation; tor, 
the matter could have been placed 
before the Defence Minister, and 
his approval to the disposal ot land 
taken. Even it a delay in the dis-
posal of the land was apprehended, 
the question ot re-leasing out the 
land on a year-to-year basis should 
have been considered, and an earlJ 
decision taken in the matter. 
The delay on the part of 
the Ministry in doin, this had de-
prived the exchequer 01 a larre 
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ainount ot revenue. It is hardly-
necessary tor the Committee to 
point out the need tor prompt 
action in such cases. 

The Committee reterred to unauthor-
ised plucking of tea leaves tor ~  
a sum of Rs. 6,000 was secured in 
the year 1948 and Rs. 10,000 in the 
year 1949. The Committee en-
quired whether there was no pro-
duce in the subsequent years to be 
disposed ot. The Additional Sec_ 
retary to the Ministry stated that, 
according to his information, it 
had Reither been stolen nor taken 
by anybody. The Committee 
would like to be furnished with a 
report regarding the disposal 01 tea 
leaves, grown on this lanJ, in the 
subsequent years. 

The Committee teel that the period ot 
six years taken by the Ministry in 
comin, to a decision regarding the 
acquisltion of the cinema building 
was too long, involving Govern-
ment in an avoidable expenditure of-
Rs. 21,000 on watch and ward and 
rent. Now that the question regard-
ing the compensation to be paid has 
been referred to arbitration, they 
would like to be informed of its 
out-come. 

(i) The Committee desire that the 
final adjustment with the Central-
and 5tate Departments of Reha-
bilitation in regerd to rent re-
coveries should be made at an 
early date. 

(i.) While the Committee appre 
clate the need for concessions in 
deserving cases, they feel ~
normally, recovery of rent should 
not be held up, pending deci-
sioOl on representations; the 
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whole amount should be recover-
ed initially, and, it necessary, .. 
refund allowed later on. 

(a) The Committee feel that it 
was a lapse on the part of the 
Ministry to have allowed the 
officers to retire. without prior 
recovery of rent from them. 
(b) They were informed that 
efforts were now being made to 
contact these officers and to 
recover as much as possible, by 
persuation. The Committee 
would like to be intormed of the 
outcome of the efforts made by 
the Ministry in this behalt. 

The Committee are unhappy 
over the accumulation of heavy 
outstandings against the pri-
vate parties (Rs. 28 lakhs as on 
31-3-1963). Theyare particu-
larly perturbed over old out-
standings ~ ot whie'" date 
back to the year 1947-48. The 
Committee feel that such large 
outstandings woula not have 
accumulated, had the rule rep:ard-
ing the I'C'COvery of rent in ad-
vance been strictly enforced. 
They desire the Ministry to efF-
ectively impress upon their offi-
cers the imperative need t(' 
tollow the rules rigidly in future. 

The Committee were intormed 
during the course of evidence 
that with a view to the expedi-
tious clearance ot arrears, speci-
al staff was being appointed both 
at the Headquarters and in the. 
Commands. The Committee 
trust that the ~  staff will 
address itself to the probletD 
with the urgency it descrvet. 
They would like to be intorm-
ed of t"'e progress made in tbe 
clearance of outstandings. 
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(i) While the Committee note that 

cases of losses amounting to. 
Rs 65 lakhs have since been fina-
lised, they teel that the position 
is still tar trom satisfaclory. 
The Committee teel particUlar-
ly concerned at old losses-more 
tht'a five years old, which 
account tor about three-fifths of 
the total losses to be finalised. 
The Committee trust that the 
appointment ot the ad hoc com-

• mittee (referred to in evidence) 
will result in accelerating th 
pace of finalisation. They would 
like to have a further report in 
the matter. . 

(ii) The Committee desired to be 
furnished with a statement re-
garding losses in the MES and 
Engineer Store Depots, which 
were still pending finalisation. 
They also desired to be furnish-
ed with detailed information 
about some typical cases, involv-
ing major losses. Th('Se are 
still awaited. • 

(i) While the Committee art' glad to 
be informed that the alterations 
in measurements were, on in-
vestigation, found to be reason-
able, they teel that it was a grave 
lapse on the part ot the officer 
concerned not to have recorded 
full reasonstheretor. The com-
mit tee were given to under-
stand in evidence that, tor ~ 
omission. the explanation of the 
officer concerned had been call-
ed tor. The Committee would 
like to be furnished with a tur-
ther report in the matter. 

(ji) They also ~  that with a 
view to obviate the recurrence of 
such lapses, the Ministry should' 
issue directions that non-
compliance witb the existing 
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instructions regarding record-
ing of measurements and main-
tenance ot measurement booh 
would be viewe-d seriously. 
The officers who make any al-
terations in the measurement 
books should also be l1'quired 
to record fulI reason" tl>ereior. 

The Committee are not happy 
over the inordinate delay in the 
supply ot relevant records to the 
C.T.E. It is hardly necessary 
tor them to point out that if the.-
purpose underlying the techni-
csl chcek by the C.T.E.'s Or-

ganization is not to be under-
lTIined in. any way, the relevant 
records should be furnished tt) 
them promptly. The Committee 
trust t"at the Engineer-in-
Chief Branch will bear this in 
mind in future. 

1 he Committee are llDhllPPY over the 
manner in whic" the authorities 
concerned had acted in this case. 
They observe, that according to-the 
Ministry's own admission, tne 
vehicles purchased were not con-
side,'eo to be efficient. ""hile the 
Committee grant thatthe dtfect in 
cn n-shafts could not he det,.cted 
u.nil the engine was opened up. 
they teel that it was wrong on the 
part of the authoritit's concerned to 
have purchased vehicles, costing 
over Rs. 4 crores, long before the 
final inspection report on the trial 
of the prototype had been issued . 
• ftt"" furth" .",,,,,,, 'hot th u the suppliers had agreed to 
t intenance of a repair-pool 

the gradual supply of cam-. 
sh ~  other vehicles, no de-
raandswere made on the suppliers 
for 4-5 years, due to negligence. 
It passes the comprehension 
of the committee that the 
authorities concerned should 
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have been soobvious of the 
interests of the Exchequer. The 
Committee recommend that a 
thorough inquiry should be hela n 
this matter with a view to fixing 
responsibility for the' negligence. 
They would also like to be inform-
ed of the final settlement arrived at 
with the suppliers. 

The Committee note that the demand 
for the equipment placed on the 
I.T.I. was twice cancelled and twice 
revived within a span of less than 
three years. Such frequent re-
visions, the Committee would like to 
point out, not only generate an aU-
round sense of uncenainty but 
are also fraught with the risk of 
disturbing the production-sche-
dules of suppliers-a public under-
taking in the present case. The' 
Committee need hardly emphasise 
that provisioning decisions should 
be reasonably finn, and should 
he arrived at, after taking all the 
relevant factors into account. 
The Committee would also like to 
have repon about the final dis-
posal of the Q70 numbers of four 
types of signal equipment re-
ferred to herein. 

While the Committee are glad to be 
infonned that, consequent on the 
reintroduction of the use of the 
sashes with effect from May, 1963 
the sashes procured in this case 
will all be used up, they cannot 
help observing that, in placing the 
indent for the item in 1954, in 
utter disregard of the olders then 
in force, the authorities concerned 
had gravely erred. They also 
feel that the period of 1 J years taken 
by the Ministry in coming to a 
final decision'in the matter was tOO 
long. They desire the Ministry 
to show greater promptness in 
taking decisions. 
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It is hardly necessary for the Com-
mittee to emphasise the need for 
extreme care in provisioning, for 
procurement of surplus stores 
not only results in blocking much-
needed capital and storage accom-
modation but also entails avoidable 
expenditure on their care and cus-
tody. The Committee would, there-
fore, like the Ministry to take 
suitable steps to avoid over-
provisioning. 

(i) While the Committee appreciate 
the need for extreme care in the 
disposal of surplus Stores, they see 
little justification tbr retaining un-
wanted and obsolete stores for 
unduly long periods. The Com-
mittee note in this connection 
that despite their repeated ex-
hortation for the early screening 
of old stocks and disposal of un-
wanted and obsolete stores, much 
progress has not yet been made in 
the matter. The Committee de-
sire the Ministry to impress upon 
the Depot authorities and (the 
surplus stores) committees, re-
ferred to in evidence, the need to 
address themselves to the matter 
with the attention it deserves. 
They would like to watch the pro-
gress made in the disposal of sur-
plus stores in the Depots, re-
ferred to in this para, througb 
future Audit Repons. 

(i.) The· Committee desire that early 
steps should be taken to dispose 
of Pre-1948 unserviceable vehiclet. 

The Committee are glad to note that 
suitable instructions have since 
been iaaued in October, 1963 to --- .. _ .. ------------------------
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avoid non-utilisation of spare 
capacities in Defence establish-
ments. 

The Committee regret to ~  that 
even though the Ministry chose to 
forego the benefits of competitive 
tendering in the interest of urgency, 
the supply did not materialise till 
October, 1960, i.,., two and a 
quarter years after the placement 
of the order, whereafter another 
year elapsed before the simulator 
could be installed. The Com-
mittee feel that if the requirement 
of the simulator was so urgent, the 
various phases of the Project 
should have been so planned that 
the simulator could be installed 
immediately after receipt in India. 
The Ministry, however, failed to 
ensure this. The plea offered by 
the Ministry for their failure to make 
timely arrangements for the ins-
tallation is not convincing. The 

.' Committee trust that care will be 
taken by the Ministry to ensure 
that cases of this type do not 
recur. 

(i) While the Committe note that 
battery manufacturers gave free 
replacement of 10 batteries (each 
costing Rs. 4,183), for the 18 bat-
teries that failed before giving a 
service of 4S flying hours, they can-
not help observing that it was a 
grave omission on the part of the 
authorities concerned not to have 
included a warranty clause in respect 
of these batteries in the initial 
contract. The Committee trust that 
care will, in future, be taken by the 
authorities concerned to ensure that 
oInissions of this nature do not 
recur. 
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(i.) The Committee would also like 
the Ministry to examine whether, 
in case of newly-introduced, highly 
sophisticated equipment, like the 
one in question, imported from 
foreign countries at a heavy cost, 
it would not be worthwhile to make 
some arrangement, before hand 
for the training of nucleus staff 
in its handling and maintenance. 

(i) The case referred to in para 29(a) 
of the Audit Repon (Defence Ser-
vices), 1963 is another instance of 
bad planning and inordinate delay. 
It is deplorable that in the case of a 
machine ordered against on 'Ope-
rational Immediate' Indent, sti-
pulating the completion of supply 
by November, 1960, the final sanc-
tion to the construction of an air-
conditioned building, required fOr 
its utilisation, should not have been 
accorded till September. 1962. As 
this building (in the absence of 
which the machine could not be 
utilised to more than 20-30% of its 
capacity). was estiIDated to take two 
years fOr completion from the date 
of order of commencement. it 
would not be before September 
1964. that the machine could be 
expected to work to full capacity. 

(i.) The Committee desire the Minis-
try to give serious thOUght as to 
how to obviate the recurrence of 
such cases. They would, in par-
ticular, like the Ministry,to examine. 
in consultation with Finance, whe-
ther the existing procedure, for the 
issue of sanction/administrative ap-
proval, did not require to be stream-
lined in the case of urgent 
Defence Works which brook no 
delay. 
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of (iiI) The India Store Department, 
. London, are also not free from 

blame in this case. As against 
the normal period of 1-2 months 
taken in inspection, packing and 
despatch, they had ~  about 
three months. although the Indent 
was an 'Operational Immediate' 
one. The Committee are in-

" , attention of India 
Store Department has been drawn 
to the delay in the present case. 
They trust that the said Depart-
ment will scrupulously avoid such 
delays in future. 

(I) The Committee desired to be 
furnished with a note stating the 
year of manufacture of the machine, 
the original expected life of the 
machine and the period for which 
it was expected to work. The 
representative of the Ministry of 
Defence promised to furnish the 
reqUisite information later. Thls 
is ~  awaited. 

(is') The Committee regret to observe 
thst although the indent in thi!! 
case also was an 'Operational Im-
mediate' one, the matter had not 
been handled with the urgency it 
required. The contract for check-
ing the completeness, overhaul, 
packing and delivery of the machine 
and its erection was concluded 14 
months after the placing of the 
inde-nt. Further, although more 
than three years ,have elapsed since 
the indent was placed, the neces-
sary works services and electric ar-
rangements are yet to be made. 
Xhe 'revision of estimates is hardly 
8 satisfactory ground for this delay. 
The Committee would lkie to be 

i n .. c :1 of the date trom which 
the macnine is put to use. 
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(iiI) The Committee would like the 
Ministry to issue suitable instruc-
tions to all concerned that "Opera-
tional Immediate" indent should 
be placed only after careful scrutiny 
and that the subsequent conse-
quential action should be such a8 
to justify the classification of the 
indent in this category. 

(i) The Committee note that 297 of 
the 310 imported sets (costing Rs. 
5· 90 akhs), stated to be required 
for immediate incorporation as 
tar back as in 1958, are still lying 
in stock. While the Committee 
appreciate the difficulties in the 
immediate incorporation of the 
modification in the fcrward areas, 
they cannot help observing that 
the Air Force authorities had been 
highly unrealistic in their 8.'lsess-
ment of the time required for the 
incorporation of the modifications. 

(ii) While the Committee appreciate 
the need to tap indigenous sources 
to the maximum possible extent, 
they tee 1 that the time taken to do 
so should be reasonable so that 
the purpose for which the materials 
are required is not undermined 
in any way. In the present case. 
the authorities concerned had taken 
about three years to find the ma-
terials indigenously at the end of 
which periQl they had to place orders 
abroaa for as many as 3 I parts. 
with the resul t that 223 sets of the 
parts, supplied. by the H.A.L., 
could not be used. The Committee 
desire that vigorous efforts should 
now be made for the expeditious 
procurement of the remaininl parts 
so that the modification can be 
incorporated in the aircraft as early 
as possible. 
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(i) The Committee arc glad to learn 
that the wholework of categorisa-

tion has been completed. They, 
however, cannot help observing 
that the period of 16 years taken 
by the authorities concelrn to 
do this was inordinately lc.ng, even 
after making due allowance for ,the 
shortage of technical staft'. 

(ii) The Committee feel concerned to 
observe that due to delay in cate-
gorisation and transfer to appropriate 
depots, valuable electrical and 
signal equipment, such as trans for-
mers, transmitters, receivers. 
generating sets, although available 
with the Air Force authorities 
could not be issued to the con-
suming units. Forthe same reasons. 
orders for such equipment might 
have been placed abroad, al-
though, as stated by the Ministry, 
within the limits of the authorised 
Maximum Potential Establishment 
for the period. This is indicative 
of a lack of co-ordination and a 
certain amount of negligence. The 
matter requires proper investiga-
tion with a view to fixing respon-
sibility. The Committee also de-
sire that no further time should be 
lost in transferring the categorised 
stores to the approprhte stock-
holding depots. Expeditious steps 
should also be taken to declare the 
surplus stores for disposal. The 
Committee would like to have a 
further report in the matter. 

(iii) The Committee desire that the 
in formation regarding deficiencies 
noticed during the course of cate-
gorisation in respect of No. 3 
Equipment Depot should be 
collected by the Ministry and made 
available to the Committee at an 
c=ady date . 

. " ' .... _-----.. -_._---------------
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(i) The Committee regret to observe 
that the construction of foundations 
for the installation of the equip-
ment (costing Rs. 14Iakhs), ordered 
in 1955 and received in 1959-60, 
is yet to be started. This indi-
cates bad planning. It was urged 
in extenuation that the equip-
ment in question was of a special 
type (imported in the country for 
the first time), and the Engineeri 
had no experience of setting up its 
foundations. Even so, the Com-
mittee feel that 8 years is too long 8 
period for the preparation of foun-
dation designs. They regret to 
observe that the authorities con-
cerned had failed to act in the matt er 
with due forethought and prompt-
ness, with the result that the uti-
lisation of the equipment, for the 
purpose of training, had been in-
ordinately delayed. The Com-
mittee desire that all-out efforts 
should now be made by the Mi-
nistry for the installation of the 
equipment at the earliest possible 
date. 

(ii) The Committee further desire 
that, with a view to obviating the 
recurrence of such cases, the Mi-
nistry SllOUld impre.8 upon the 
officers anLI format ions under their 
control the need fnr more careful 
planning and timely action. 

While the Committee note that thr c-
ot the four mJchint:s have now 
heen installed, they cannot hell' 
deprecating the manner in which 
this case had been handled. They 
observe t),'lt, before rbcing the 
order, authorities concerneci had 
even failed to sec that the ship in 
which the machines were proposed 
to he installed, would not have 
sufficient space to accommodate the 
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machines, without detriment to itE 
normal operations; and later on, 
the literature/guide regarding the 
working servicing/maintenance of 
the machine was mi phced. In 
the opinion of the Committee, 
this is a case of neglect on'the part 
of the officers concerned for which 
disciplinary action is called for. 
The Committee would like to be 
informed of the action taken in 
t his regard. They also desire that 
every effort should be made for the 
utilisation of the remaininf, (follrth) 
machine at the earliest possible 
date. 

While the Committee note that the 
equipment in question had heen 
found suitnbk for usc, without en-
tailing ad(litional expend iture, 
they are unable to appreciate 
the inordinate deby (of ahout 41 
years) in carrying out trials to es-
tablish the efficacy of the equip-
ment. The Committee would like 
the Naval Headquarters to impress 
upon the establishments under 
their control the imperative need to 
carry out speedy trials so that the 
utilisation of the equipment, im-
ported from foreign countries at a 
heavy cost, is not unduly held 
up on this account. 

The Committee arc unhappy over 
the manner in which this case hud 
been hanJled by the Dockyanl 
authorities, resulting in un llV(li-
dablc expenditure 01 Rs. 1.3 lakhs. 
It appears surprising to them that, 
having tailed to indicate to the 
D.G.S.&D. the minimum quan-
tity of timber which they could 
conveniently inspect, the Dockyard 
authorities should have declined to 
inspect a lot ten times the minimum 
stipulated in the contract, on the 
ground that it was too small. The 
Committee feel that, after the eon-
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tract had been entered into. the 
Dockyard authorities. instead of 
advancing such pleas, should have 
made every possible effort to inspect 
the lots offered by the contractor, 
as per the terms of the contract, 
within a reasonable time. This the 
Dockyard authorities failed to do. 
It was, inter aii:.z, urged in ex-
tenuation of delay that the officer-
in-charge of the saw mills, who 
was considered to be the most 
suitable person for inspection, not 
being entitled to air journey, had 
to go all the way from Bombay to 
Pathankot by train. The Commit-
tee can hardly accept this argu-
ment. If that was the only diffi-
culty, the condition ~  air 
journey could have been relaxed 
by the competent authority. The 
Committee are clear that the' au-
thorities concerned had failed to 
pay due regard to the interests of 
the exchequer. They desire the 
Ministry to take effective steps 
to prevent the recurrence of such 
cases. 

As regards remedial measures in the 
type of cases referred to in para 
26(.l) and (b) of the Audit Report 
(Defence Services) 1963. it was 
stated that special instructions 
would issue. Steps had also been 
taken to improve the proviSioning 
procedure so that such cases of 
misinterpretation of orders did not 
recur. The Committee trust that 
these steps will have the intended 
effect. 

While the Committee appreciate the 
decision to lengtl-en the Dockhead 
to accoDllDodate tile lleet carrier, 
they are unable to see the wisdom 
ot that provision of the Navy·s 
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contract with tbe contractors, in 
terms of whlcn payment had to be 
made to the contractors in respect 
of any claim, certified by the con-
sultants, even though it was con-
sidered to be patently inadmissible. 
It was argued in evidence that the 
payment in question (Rs . • ~S  lakhs) 
in respect of over-head charges, 

held by the Ministry of Law 
as inadmissiblf", was made under 
protect, and that the matter could 
be referred to arbitration. The 
Committee are not satisfied with 
this explanation. Thev consider 
it wrong in principle to make pay-
ment in respect of any disputed 
claim before the matter has been 
settled. The Committee trust 
that the Ministry will. bear this 
in mind, while entering into con-
tracts in future. As regards the 
payment of Rs. 4.50 lakhs, in 
respect of overhead charges, al-
ready made to tbe contractors, 

the Committee desire that V'igorous 
efforts should be made to recover 
the amount from the contractors 
at--an early date. 

The Committee are pained to observe 
that the steel foundry had not been 
installed in the Naval Dockyard, 
Bombay (for which it was ordered) 
even 12 years after it was sanctioned 
(in 1950). It was, however, trans-
ferred to an Ordnance Factory in 
1962, involving an infructuous ex-
penditure of Rs. 3.30 lakhs. Ano-
ther year elapsed before the foundry 
could be even partially utilised in 
the Ordnance Factory, where it was 
transferred to meet urgent re-
quirements. While the Committee 
note the Ministry's admission 
that there was not only bad plan-
ning but also delay in execution. 
it appears to them incomprehen-
sible that after sanctioning the 

._._.-._------------------------------------------
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Foundry. the authorities concerned 
should have taken 12 years to place 
an order for the annealing furnace 
on wbich depended the commis-
sioning of the Foundry. The 
Committee would like the Ministry 
and the Naval Headquarters to give 
serious thought as to how to obviate 
the recurrence of such cases. The 
Committee would also like to be 
informed of the date of receipt of 
the crane in question and the date 
offull utilisation of the Steel Foun-
dry. 

(a) The Committee observe that the 
ship in question, scheduled to be 
delivered by September, 1959, is 
now expected to be completed by 
October, 1964. The Committee take 
a serious note of the delay, parti-
cularly as the ship is stated to have 
been urgently required for meeting 
the Navy's requirements. While 
the Committee grant that the delay 
was primarily caused by the failure 
of the Consultants (Messrs 
ACL) to discharge theIr obli-
gations in regard to the supply of 
detailed construction plans (in-
cluding co-ordinated plans), they 
observe from the conclusions of the 
Enquiry Committee that the Hin-
dustan Shipyard are in no way less 
to blame in the matter. It is 
inexplicable why 1.he Shipyard 
should have failed to take advantage 
of the Naval Headquarters' offer 
to train a squad of electricians in 
the Naval Dockyard. Nor are they 
able to understand why the Ship-
yard should have failed to accept 
any of the suggestions made by 
Messrs ACL or AEG (Electrical 
contractors) regarding the expe_ 
ditious completion of the Ship. 
The Comn)ittee desire that every 
effort should now be made to com-
plete the Ship by the new target 
date (October, 1964). ---.. -.!-.-----_ ... , ......... "".5 ......"._----.,..-__ ~  
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(il) The Committee also observe tha 

although the requirement of the 
survey ship was stated to be urgent. 
contract for the construction of the 
ship was fwarded to the Hindus-
tan Shipyard (in 1954) which. 
according to the admissioq of their 
own representative, was not then 
in a position to design and complete 
a complicated vessel like the one in 
question. It was urged in extenua-
tion that the contract awarded to the 
Shipyard was in pursuance of Go-
vernment policy of promoting in-
digenous manufacture of ships. 
While the Committee fully en-
dorse Government policy of pro-
moting indigenous manufac-
ture, they feel that, in case of ur-
gently needed Defence equip-
,r.Lnt, the Ministry should, 
before taking a decision in the 
matter, give some thought whether. 
by doing so, the end in view would 
not be undermined. 

(iii) I" evidence, the Committee de-
sired to know what action had been 
taken on that part of the Report of 
the Enquiry Committee which 
dealt with causes for delay. The 
representative of the Ministry of 
Transport and Communications 
(Department of Transport) stated 
that the Board of Directors had 
decided to defer its consideration 
till the ship had been completed. 
for they feared the consideration of 
the matter at this stage might ha-
mper expeditious completion of the 
ship. The Committee are a little 
surprised at this explanation. They 
desire that necessary action in the 
matter should be taken without 
any further delay. 

(if') The Committee deprecate the 
negligence shown in this case which 
resulted in an avoidable expenditure 
ofRs. 8 ·80 lakhs in reconditioning 
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the electrical and propulsion ma-
chinery even before it could be 
installed in the ship. They also re-
gret to note that the Controllers of 
Stores for the relevant periods had 
left the Yard, before responsi-
bility for the damage could be fixed. 
The Committee would like to know 
the date on which the damage carne 
to light and the dates on which the 
Controllers of Stores left the Yard. 
They now desire that further action 
in the matter should be taken to fix 
responsibility without any waste 
of time and a report made to them. 

(fJ) The Enquiry Committee had also 
recommended that the legal and 
other formalities for breaking away 
from MIs. A. C. L. should be 
examined by the Management and 
the Board of Directors. The 
Committee hope that this aspect 
had been examined. They would 
like to be il)forrned of the financial 
implications of the termination of 
the contract with the Consultants. 

("Ii The Committee also understand 
from Audit that the Consultants 
have already been paid Rs. S lakhs 
against the total sum of Rs. 9' S 
lakhs due to them under the agree-
ment. They would like to know 
whether the Ministry has satis-
fied itself that the payment made to 
the Consultants was commensurate 
with the services actually rendered 
by them under the contract. 

The Committee feel that the delay in 
the fixation of the 6nal rate of hire 
r:harges was inordinate. They also 

that the bulk of the outstanding. 
(Rs. 17 ·86 lakhs), computed on) 
the basis of provisional hire charges, 
are still to be recovered. They 
desire that effective steps should be 
taken by the Ministry for the speedy 
recovery of this amount. They 
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further desire that the final rate 
should be fixed at an early date, 
and necessary adjustments made. 

The present method of exhibition of 
accounts does not meet the re-
quirements of the Public .\ccounts 
Committee's recommendation made 
in para 5 of their Forth Report 
(1962-63). They. therefore, do-
sire that early steps should be taken 
to give effect to the aforesaid re-
commendation of the P.A.C. (1962-
63), with a view to conveying a cor-
rect pictUre of the outpUt of Ordn-
ance Factories, which should exclude 
the coSt of all finished items of imp or-
ted equipment and coII\Ponents. 

(i) The Committee are glad to learn 
that. as the Ordnance Factories 
worked tor longer hours during 
1961-62. as compared with the 
previous year, the 'unabsorbed' 
overheads, which amounted to 
Rs. 157'28 lakhs in 1960-61, were 
only Rs. IS.U lakhs in 1961-62. 

ai) The Committee are glad to be 
informed that the prices of most 
of the articles produced by 
Ordnance Factories compare fav-
ourably with those roduced by 
civil trade. They, however, note 
that the cost of a particular type of 
vehicle (fJilt., I-ton Nissan Truck) 
produced by Ordnance Factories 
is about 40% over the Japanese 
cost, although the imported com-
ponents, received in CKD packs, 
were subject to a lower rate of 
duty. While the Committee grant 
that it may not always be possible 
to bring down the cost of pro-
duction o'f an article to a level 
obtaining in the country of origin, 
they feel that the constant en-
deavour of the Ordnance F c-
tories should be to narrOw down 
the gap as much as possible. The 
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Committee would like to be in-
formed of the action taken in t he 
matter. 

The Committee were informed during 
the course of evidence that to 
improve the position in regard to 
regularisation of excessive re-
jections, instructions had been 
issued to General Man of aU 
Ordnance Factories to deal with 
the matter promptly, and to finish 
the work within six months. The 
Committee would like to be 
furnished with a further report in 
the r matter lat the end of this 
period. 

(.) In evidence the DGOF regretted 
the delay in communicating. the 
final deCision of Government re-
garding the fixation of stock limits 
to the Committee. He promised 
to do so within a period of six 
weeks. This is still awaited. 

(i.) The Committee observe that 
though more than seven years 
have elapsed since the P .A.C. 
(19S5-56) desired that stock-limits 
for ordnance factories should be 
fixed, a decision is yet to be taken 
by Government in the matter. 
The Committee deplore the delay 
and urge that necessary steps 
should be taken to give immediate 
effect to the lon& stan cling recom-
mendation of the P.A.C. 

The Committee deprecate the ab-
normal' delay on the part of Gov-
ernment in accorain, sanction to 
the scheme. They desire, that the 
sanctioning authorities should 
scrupulously avoid such delays. 
The Committee note that, accord-
ing to the Ministry, the machine was 
expected to be installed within the 
next 18 months. They trust that 
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every effort will be made by the 
authorities concerned to ensure 
that the machine is commis-
sioned as per schedule. 

(i) The Study Group ot the Com-
mittee, which visited the Factory 
in October, 1963, were intormed 
that orders had been issued by the 
DGOF for earmarking 50% of the 
capacity of the Fa.ctory for machine 
tool purposes. They were also 
informed that the implementation 
of this order would require some 
additional balancing plant. The 
Committee desire that the re-
qu 'ments may be examined and 
sui lie action taken expeditiously. 

(ii) In para 39 of their 43rd Report 
(Second Lok Sabha), the P.A.C. 
(1961-62) had observed that the 
performance of the Factory had 
been disappointing. The Com-
mittee regret to observe thllt the 
position is still ~  from satisfactory. 
(The number oli machines actually 
produced during the year . under 
review was 28, as against the target 
of 110, even though this target 
was substantially ~  than the 
actual production i:4uring the 
preceding two years. In the case 
of one of the machines, as against 
the target of 10, nothing was pro-
duced, and in the case of another, 
as against the revised programme 
of 45, only five were produced.) 

(iii) In extenuat y loss 
suffered by the Factory on the 
manufacture of machine tools sold 
to civil t ade, it was urged that the 
Factory was designed primarily for 
the development of armament pro-
totypes ana the machine tool pro-
duction was on 1y a subsidiary tunc· 
tion taken up to keep the skill 
alive. The Co..JDlittee observe that 
this very argument was also ad-
vanced before the ~ C  (1961-62 
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who deplored that the production 
in the Factory had continued to be 
uncertain since its inception. 
They had felt that if the Factory 
was to run as an economic unit, 
it was time that Government toQlc 
a firm policy decision regarding 
the precise role of the Factory in the 
manufacture of machine tools re-
,quired by the country. The Com-

, mittee regret to note the abnormal 
delay that has occurred in taking 
this decision. 

(iv) The Committee also desire that 
a rational basis for pricing should 
be evolved at an early date, in con-
sultation with the Ministry of 
Finance, lest }>igh over-heads 
should stifle production. 

(v) The Committee were informed 
that as on 30th June, 1963, only 
17 machines valued at Rs. 4 lakhs 
were lying in stock at Ambernath. 

'The Committee desire that steps 
should be taken for the early 
utilisation/sale of these machines 
also, They would like to be fur-
nished with a further report in 
the matter. 

em) While the Committee note that 
the measures taken by the Factory 
have resulted in improving the 
position, they find that the defec-
tion of trained personnel is still 
as large as so%. The Committee 
desire the Ministry to give further 
thought to the matter and initiate 
other suitable measures to ensure 
that the production is not hampered 
in any way on account of shortage 
of the trained personnel. 

S3 74 Defence. , (0 The Committee regret to note 
serious shortfalls in the production 
of tractors, both as regard s num-
bers and indigenous content. (As 
against the target of 7S0 tractors • 

1626(Ai) LS-I0. 
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for the first four years, the actual 
production was estimated at 520-
530 and as against the anticipated 
indigenous content of 70 % the 
actual achievement was abo\lt 32"0)' 
The Public Accounts Committee 
have repeatedly emphasised the 
need for laying down realistic tar-
gets, and their due fulfilment. The 
Committee would like the Ministry 
to ~  special efforts to improve 
their performance in the matter. 

(ii) The Committee note the pro-
posal to incorporate Cummins 
Engines in Komatsu Tractors, 
which was expected to increase 
the indigenous content by about 
30%. While the Committee ap-
preciate the idea underlying the 
proposal, they desire that, before 
giving effect to the proposal, in-
tensive tests should be carried out 
in the various parts of the country 
having different soil conditions 

,where the tractors are required to 
be operated so that modifications, 
if any, found necessary, as a result 
of these tests, may be carried out 
without loss of time. 

The case referred to in para 12 (a) 
of the Audit Report (Defence Ser-
vices), 1963 is another instance 
in which the actual production 
had considerably lagged behind 
the planned targets. ,The Com-
mittee note that in the light of 
actual performance a revised pro-
gramme had been drawn up by 
the DGOF. The Committee desire 
that every effort should be made to 
adhere to this programme. They 
would like to be furnished with a 
further report in the matter. 

Finance (Defence) 

(.) The Committee note that the per-
formance of Ordnance' Factories 
in regard to the rroduction of 
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Nissan Trucks was as unsatisfac-
tory, as in the case of Shaktiman 
Trucks. The number of trucks 
assembled during the first two 
years of manufactUre was less than 
half of that originally envisaged 
(target 2400, produced 1192) and 
the indigenous content achieved at 
Ordnance Factories was barely 18 %, 
including 13% on account of con-
struction of body. The Com-
mittee note the Ministry's ex-
planation that the shortfalls were 
primarily caused by non-release 
of the requisite foreign exchange of 
the Ministry of Finance. 

(il' The Committee would like to 
know whether the delay of nearly 
one year in the placement of the 
supply order for 600 vehicles, 
pursuant to the first indent, had 
hampered the continuitY of pro-
duction and, if so, to what extent. 

(iii) The Committee were informed 
during the course of evidence that 
due to urgent requirements of the 
Army for vehicles, project sanc-
tion had been accorded in Novem-
ber 1962 for the whole amount. 
The Committee trust that all-out 
efforts will be made by the 
Ordnance Factories to achieve the 
planned targets, both in respect of 
numbers and indigenous content. 

(i) The Committee are glad to note 
that the planned target in regard 
to the tnanufacture of the con-
nected ammunition has been 
achieved, and the production is 
proceeding, according to schedule. 
They however. regret to note that 
the production of the first 60 units 
of the weapon was behind schcdult" 
by about 2-1/4 years. While tht'" 
Committee appreciate that th(' 
shortfall in production was princi-
pally caused by delay in the receipt 
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of drawings, manufacturing sche-
dules and toolings from the sup-
pliers, they feel that the Ordnance 
Factories are not wholly free from 
blame. As against the delay of 
10 to IS months in supply, the 
delay in the achie'ltment of the 
target for the first 60 units of the 
weapon was about two and a 
quarter years. This indicates 
that responsibility for a part of the 
delay also lay on the Ordnance 
Factories. Further, one of the 
reasons for delay in the supply of 
drawings was stated to be ck of 
adequate imormation. The Com-

, mittee feel that had a close liaison 
been maintained with the. colla-
borators during the pendency of 
the contract, the delay in supplies 
might have been reduced. 

(ii) It was stated in evidence that 
3S units were expected to be pro-
duced by March, 1964, where-
after production would be main-
tained at the rate of six units per 
month. The Committee trust 
that every effort will be made by 
the Ordnance Factories to achieve 
this. 

The Committee are not happy over 
the manner in which the case re-
ferred to in para IS of the Audit. 
Report (Defence Services), 1963 
has been handled. They observe 
that the administrative approval 
for the construction of the building 
was accorded a year and a half 
after the layout drawings had 
become available, whereafter an-
other two and a half years elapsed 
before the work could commence. 
The result was that the commis-
sioning of the furnace was delayed 
by more than four years. It was 
urged in extenuatiun that the ten-
ders were invited twice, but no 
suitable cqntractor came forward 
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to do the job. The Committee 
can hardly accept this explanation 
for the work could have been done 
departmentally by the M.E.S. The 
Committee trust that the Ministry 
of Defence will benefit from their 
experience in this case, and ensure 
that such delays do not recur. 

Wltile the Committee note tbat the 
position regarding production of 
steel by the Furnace has consider-
ably improved during the year 
1962-63, they find that the pro-
duction is still well below the rated 
capacity. The Committee desire 
that efforts should be made to 
attain the rated capacity at an 
early date. 

(i) In evidence, the DGOF stated that 
this was "admittedly a bad case" 
and regretted the delay in the 
commissioning of the bay. In view 
of the frank admission of the 
DGOF and his regret over delay, 
any further comment is unneces-
sary. 

(ji) The Committee were informed 
that the scheme was now expected 
to be put into operation within 
the next six months. The Com-
mittee would like to have a report 
at the end of this period. 

(I) The Comptroller & Auditor 
General pointed OUt that Rs. 2·72 
lakhs represented the difference 
between the cost of production of 
the . original end·.,roduct and the 
value of the material re-used and 
was, therefore, to be treated as a 
loss. The Committee are in-
clined to agree with this view. 

(ii)lThe Committee observe that, 
according to the Ministry's own 
admission, the diamemberment of 
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the originally produced ammuni-
tion had upset the Army's pro-
gramme. While the Committee 
note the Ministry's argument 
that the use of the material in 
question had to be resorted to for 
meeting the urgent requirements 
of the Army, they are not a little 
surprised that the unsuitability of 
the material could not be detected 
till 6,000 numbers, costing Rs. 
7' 14 lakbs, had been' produced. 
With greater caution and elertness 
on the part of the authorities con-
cerned, a substantial part of the 
infructuous expenditure of 
Rs. 2 '72 lakhs incurred in.this caae. 
could have been' saved. The Com-
mittee trust diat the Ministry 
will impress upon the authorities 
concerned the need to exercise 
great caution in such cases. 

The Committee observe that although 
the figures of discrepancies revealed 
during the year under review were 
appreciably lower than those in the 
preceding year, the position was 
still far from satisfactory. The 
Committee desire that effective 
steps should be taken by the Minis-
try for the expeditious reconcilia-
tion of these discrepancies. They 
would also like to be informed 
whether stock verification had since 
been carried OUt in the 10 Army, 
I Navy, I Air Force formations 
and one Factory, in which such 
verification could not be carried 
out during the year under review, 
'and if so, with what results. 

The Committee have, from time to 
time, adversely commented upon 
the state of store accounting in the 
Defence formations and urged upon 
the Ministry to effect improvements, 
Despite this, the Committee regret 
'to dbserve, the position f\J.rther 
deteriorated during the year. under 



• 

I 

• 

88 

3 

Defence 

147 

4 

review, particularly in the Army 
and Navy, where the number of 
cases in which credits for stores 
received could not be verified in the 
ledgers of the consignees, was more 
than twice the number during the 
preceding year. Although some 
improvement is stated to have been 
effected in the Air Force, the position 
is still far from satisfactory. The 
Committee would urge upon the 
Ministry to undertake a special 
drive to bring the store accounts to 
a satisfactory level. The Com-
mittee would like to have a further 
report in the matter. 

While the Committee note that con-
siderable progress has been made 
in the recovery of outstandings, on 
account of stores supplied and ser-
vices rendered, they find that the 
amount, still due to be recovered 
is very large (Rs. 3' 2 I crores). 
The Committee feel particularly 
concerned at old outstandings, some 
of which have been due for recOVery 
since 1949. They desire that 
vigorous efforts should be made for 
expeditious recovery of these out-
standings. In cases where re-
coveries could not be effected due 
to differences regarding the extent 
of outstandings or rates charged, the 
Committee would like the Ministry 
to get the matter settled with the 
parties concerned at a higher level. 
As regards goods supplied or ser-
vices rendered to private parties, 
the Committee would like the' 
officers accepting the orders to allow 
waiver of the condition of pre-
payment of dues only in exceptional 
cases where it is absolutely necessary 
to do so, for otherwise, the object, 
underlying the introduction of the 
Standing Sales Procedure would be 
defeated the Committee would like 
to be informed of the progress made 
in the recovery of outstandings 
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before they take up Accounts for the 
next year. 

The Committee feel that, whenever 
any facility in regard to use of 
Government transport, not conterft-
plated by the existing orders, is 
proposed to be allowed to service 
personnel, it should be done by the 
revision of the existing orders, rather 
than in contravention thereof. 

The Committee need hardly emphasise 
the importance of proper maintenace 
of accounts as check against losses 
and frauds. They trust that further 
efforts will be made by the Ministry 
to improve the position in this 
behalf. They also desire that the 
cases, at present under investigation, 
should be expedited. 

The Committee feel concerned over 
the delay in the investigation and 
finalisation of cases of losses, pani-
cularly the old ones, some of which 
date back to the year 1950-51. It 

.is hardly necessary for them to point 
out that·, with the effiux of time, it 
becomes increasingly difficult to fix 
responsibility. They trust that with 
the in troduction of the remedial 
measures, referred to in evidence 
(viz., simplification of the existing 
procedure for the disposal of cases 
of losses and constitution of ad hoc 
committees), the finalisation of cases 
of losses will be expedited. They 
would like to watch the position 
through future Audit Reports. 

The Committee would like to watch 
the position regarding outstanding 
objections through future Audit 
Reports. 

The Committee would like to he 
informed of the result of the 

. criminal proceedings and further 
action taken in the preseht case. 
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Defence The Committee have come across some 
cases of serious delay in the comple-
tion of important projecttl and non-
utilisation of imported machinery 
u a result of defective planning. 
lack of coordination and slow pro-
p'ess in the execution of connected 
works services. Such inordinate 
delays are bound to have adverse 
effects on the indigenous production 
of vital stores and the training pro-
gramme in connection with which 
the equipment was ordered. . The 
Committee desire that the Ministry 
should give serious consideration 
to the remedial measures necessary 
for obviating the recurrence of such 
cases. 

~ I-I_CAt) La- ~  
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