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INTRODUCTION 

I, the Chairman of Public Accounts Committee as authorised by 
lhe Committee, do present on their behalf this 123rd ~  on action 
taken by Government on the recommendations of the Public Ac-
counts Committee contained in their 66th Report (7th Lok Sabha) 
regarding redundancy in materials procured for the manufacture of 
an aircraft. . 

2. Dealing with a case of indigenous manufacture of an aircraft, 
the Committee had in their Sixty-sixth Report (Seventh Lok Sabba) 
observed that two succetmve upward revisions of the requ1llement 
followed by a sudden downward revision of the same, necessitated 
short closure of the order on a public sector undertaking resulting 
in huge redundancy of materials costing nearly Rs. 18.73 crores. 
According to the Committee this could have been avoided had the 
. Jl:inistry and the Air Force subjected the long term requlremeDts 
to closer scrutiny. Reiterating the earlier observatiOll8 that tbl8 
case reflects ad-hocism in taking decisions, the Committee haft 
desired Government of draw suitable leIIona from tbeIr ezper1eDce 
in this case 80 that the long term planning of requirements is 
done' on a more realistic basis in future. 

3. The Report was considered and adopted by the Public AeCOUlltl 
Committee at their sitting held on 10 November, 1982. 

4. For facility of referenoe and convemence, the recommenda .. 
tUns and observations of the Committee have been printed in 
thick type in the body of the report, and have also been repro-
duced in a consolidated form in the Appendix to the Report. 

S. The Committee place on record their appreciation of the assis-
tance rendered to them in the matter by the Office of the Comptroller 
and Auditor General of India. 

Nzw Dl:LHIj 

November 18, 1982 

KMtikG 27, 1904 (8). 

(v) 

SATISH AGARWAL 

Chaifm4n 

Public A.ccounts Committee. 



l'liP6RT·· 

CIIA.PTER I 

T R~ of' the ComttltttW dftlI'-wtth'tltif'1IttfOn taken by 
o ~ OD tlle' Cotm1f1ttet's' ~o .  alit! obBarvatlOl18 
ctiritalifea.· in' th@ttl SfXtyl-SbC\h Report' (7th Il6k Sa1p,jht), on Para-
gnt)lf.3'f of ~ ~  of ttii: CoriiPtrolle!' at'ldi AUditOr· General of 

~a  fbr· thif 1i!llr 191tf .. 79; UiitOtl Gbveniment (DeteiiCe' Services) 
o"i:i; N8lliiditieytn'mlitetta1s'M the' manUfabtt.1re·of Sft aim-aft. 

1·;1 The Sixty-mxtb Report which was presented' to· Lok Sabha 
on 23 December, 198i, contailied 12 recom1;nenClaiicmi. kt\on Taken, 
..... .~ .~, ~ . "'. '", ~. ~ ,~. , •• J.,_ •• ~, •• ~ ,; •• ~,  

Notes have been received in ~ of all recommendations/obler-
~a o  and these have been broadiy categorlftd as ~ . 

(1) Recommendations and' <>bSemtlons that have been accep-
~  bY GOvemmebt; 
1, 2, 3, 6, 7, 8, 9; 10 and 12. 

(ii) RecommendatioDs and observations whtch the ComIId.tt. 
do not desire to pursue In the l1p.t of the replies recelved 

~ ~ 

4 'and, 11 

(Ht) ~ . aa  andl o~ ~ ~  tOt 6tch have 
not' ~  acC8p,tiCf by the' d.Siutt&f' aK«l &h reqal!'e 
ieltemlOii: ,! 

a~ 

(iv) Recommendations and obaervatiorW' itt-~ •. of which 
Government have furni.hed interim repU.: 

NU, 

l,3"'l'luf Committee-will" now deal With' don· tak8nby Govem. 
mMt-on"IOI11e"'Of'·tIletr 1_lnMendtltioDs. 
__ ~ •. :;.;;.I:""_""'. ~ .  . .~ . . ~  
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Assessment of requirements (S. No.1, Para 1.45) 

1.4 In para 1.45 of their 66th Report, the Committee had observed 
as follows:-

"In October 1969, Government entered into all agreement with 
a foreign S'Upplier for transfer to them licence and techni-
cal documentation for the manufacture of a ~ a  num-
ber of aircraft 'A' for the Air Force on payment of a licence 
fee of Rs. 5 crores. This licem:e agreement was assigned 
to HAL, Bangalore in September, 1970. Against sanctioos 
accorded in August 19'71 anci March 1972 by the Ministry 
for the manufacture of 'X' numbers of aircraft 'A' at an 
estimated cost of RB. 78.33 lakhs each, two orders were 
placed on the undertaking by Air Headquarters in Sep· 
tember, 1971 for Rs. 37.60 crores and May 1972 for Rs. 79.90 
crores. The aircraft were scheduled to be d~ d to 
the Air Force during 1972-73 to 1978-79. According to the 
Ministry of Defence, supplies against the aforesaid two 
orders were to cater to the requirements of the Air Force 
till 1986-87." 

1.5 In their action taken reply, the Ministry of Defence have 
stated: 

'. 

"The position has been re-examined and it is regretted that the 
information supplied by this Ministry and reproduced in 
para 1.7 of the PAC's 66th Report (7th Lok Sabbs) that 
the 8upplies against the orders placed in September, 1971 
and May, 1972 were to cater for the requirements of the 
Air Force till 1986-87 was not correct. In fact, the suppUee 
against the two said orders were to cater for the require-
ments of the I.A.F. till 1979-80, based on the force level of 
1969, which were lower than the approved levels of IUb-
sequent years. 

This has been seen by Audit." 

1.' To a query from the Committee about the year upt<l which 
requirements of Air Force were proposed to he met by the supplie.l 
against the orders placed ;n September, 1971 and May, 1972 and the 
Dmnber of years for which normally the future requirements were 
takeD mto aeeount while working out the proposals, the Ministry of 
Defebee hacI stated that supplies against the o d ~ were to cater tv 
..... refI1IIrements of the Air Force till 1986-87 and a span coverinc 
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· t./15 ye81'8 WItS the normal 1taIiI for worldnc out the long term re-
q1dnmeateof airuaft. However. while furnishing the aetion Uk • 
. replies, the Ministry have stated that "the position has been reo 
examined and it is recretted that tbe information supplied by tIdJ 
· Ministry that the supplies' against the orders plaeed in Septem_, 
1171 and May, 1m were to cater for the requirements of the Air 
· Foree tUI 1986·87 wits ;not. eorred. In fact, the ·supplies against the 
two said orders were to ('.ater for tbe .~ of the I. A. F. till 
1879-80 based on the foree level of 1169 which were lower than "the 
approved levels of IUblequent yean." 

L'1 The Committee are tmhappy that incorrect information was 
fumished to them on such a vital matter as the period forwhicb 
the requirements were taken iDto account while placing 'orders for 
the aircraft. In view of the regret expressed by the Ministry, the 
Committee do not want to make any further comment in the matter. 
They would, bowever, like the Ministry to be more careful in future 
and ensure that infonllation furnished to the CommJttee factuall, 
correct. 

1.8 The Committee are surprised to o~ tbat orders in the 
iDstant caae were to eater to the requirements till 19'19-80 only when 
. the Ministry were fully aware that It look ltevet'al years to develop 
and manufaeture an aircraft. In a later Helion of this Report, the 
Committee have commented on this aspect of the matter lD some 
detail .. , 

II 

Perapective P14n. Of requirement. of the Air Force (S. No.5, Pa.m 
1:49) 

" 

1.9 Deal lng with a case of excess procurement of materials worth 
Rs. 1672.93 lakhs for manufacture of an aircraft on account of mort 
cloS'Ure of the order placed on a public sector undertaldng, the Com-
mittee had in para 1.49 of their 66th Report (Seventh Lok Sabba) 
stated as under:-

"'!'he Committee further observe that whereas in February, 
1975 the Air Headquarters placed an additional order on 
the Undertaking for the supply of 81.3 per cent of aircraft 
'A' in September 1975 it was decided that production of 
aircraft 'A' should be stopped after meeting 108 per cent 
of 'X' numbers and production of another variant taken 
up thereafter. The Committee find that after the 8SSMI-
ment of the requirements of aircraft 'N made in Februar)-. 
1973 for the periOd. uptO 1980-81, the Air HQrs made ret 
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another lont-teIm ... '1IIRrltcd' ~ a J •• 
lW1r,.of· alt· ... ,vIlrilft.of Idrcrdt 'A" ~,,~ 
1ft' this-'aeaessment, _ requilemeata·1f8iYpYtcbMI8Ji. 
"'366.1 per cebt' of' 'Xt rrumberr OI'ilfnall, .... d~  It 
has beeD' stated· a ~ the reductiOtt tft, the' reqUiremet1t:·1t 
aircraft 'A' in 8eptenber 19'10 was ~  beeWI8 
of. u.. availability ot' aD'improved veraibft i!,: vanmt' 'C' 
which could n6t have been viIualised' earlier. The· Coat-
mittee-thus' dbservttlr that whereas' according to' th&· M1aJt-
try's own ~ o , 8' span' coverihg 10/15' ye8rJ' it-the 
normal basis for working out the long tenn requirements 
of lih"craft; ~  Were'tijlriiii.ny-as ttinHfldiig-tenD asSess-
ment raVie_ of the reqwrinient' of airCriiff 'N ~  

the yean' 19'r1 and 197& THe' Cottmnttee' 'believe that" if 
sUch' a review' \tM. at' aU'; ~  iti sh'(ju}d' h8Ve be'eh 
made Deft)rn FebrUarY'. 1&15 wheri' orden for addttionai 
a'ireraft"A,' ~ da  tlie undertaklrig. Thtfsequehee 
dfJ eVelitS"nllTatecl' in t!ie' forelobig' a a~ ~ ad-
hocism in taking decisions and there seem to have' been 
~  sense of perspective in. the ~o called perspective plan 
ot'the' reqiitrements at tile' Air foree. 

1.io" The' action tatteri' note' ditM 23 September, uif ~ a 
from 'toe MIn-trY of rif!(erictf atatH:-

"-
''It was always recognised that Aircraft 'A' have rematned 
under a constant .tate of improvement and development 
in .t1ut' ciJubtry.' of': Porelj'i' ~  Witli a~ ~  to'tIlfe 
advantage of this improvement, the question of ind'ltCtton 
of advaneed variants of the aircraft in the Air Force had 

S ~ ~ :rnvtevi'ofJ8rg'i'reqiifrtmients 
and"lbtlg" time ~ oVer ~  t&se' ~ were'" to' be 
liRa; the' Afr' Force' reeoiimien!ttcl' ~ o  of arr eWgtrie 
ftttealX on.:' varlimt'.ay ~.  wlAeti' waif a~ oa ,a  veiitOii Of 
variant 'B'. 'lbis was beeause it was oS ~  'retro!t' it 
on variant 'A'. On the 'other-hand, ,tl¥!. ~  of variant 
'c' wu believed to be non-compatiable to go into the 
variant 'A' Airforee •. therefOre all along·recommended pre-
ference-to variant 'lY baeed' on commonality between 
wriant 'N aDd ~ In. oCtober, lWi'5 a delegation com-
prlIln.., of the representatives of' the rieptf of Defence 
ProdUet1on" Mintltry 0" Defence, MiDlstry of Financ:e 

-, . --,_ ... _--------.;--------.;------
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~ ~ IJr )'Wce-alti the Publie· Seetor Undel'takinJ 
was' ... to' thf" country ()f the Foreign' Supplier to mal(e 
8\'aluation. Durin" its viSit the-delegation found that, the 
modern" o ~  wu only an unstICCeUful intermediate 
version, which was never productionised by the Foreign 
Supplier. The Delegation brought to the notice of R.M, 
that the Foreign Supplier had abandoned the produetion 
programme of the modern· version of variant 'A' and re-
commended that sw'tch over to variant 'C' was inevitable. 
As a· sequel to the sa'd development, it was finally decided 
in Novembe,r 1975 to change over to variant 'C'. After 
considering the inputs of the indigenous variety of aircraft 
that were to complement variant 'A', the total require-
~  was assessed as 402 per cent of 'X' numbers. The 
requirement of variant "A' that worked out to 356.7 per 
cent of 'X' numbers was, therefore. quite logical. 

The re-assessment of requirement of air-craft 'A' was mand8-
tOry since the total requirement of a class of aircraft was 
the sum of'variant 'A" and those produced indigenously 
by the Public sec:tor Undertaking. Since the latter con-
Sistently varied iii their content, version of the former was 
irtevitable. Nevertheless, from the point of view of ftllan-
cia1 foresight, revision made by the Air Force was'sound" 

l.ll The, Committee bad pointed out in para-l.49' of the Sixty. 
slxtli Report that whereas RCCOrding to the MiDisIlry of Defence, a 
.span c:overiDar 10-15 ye&1'8 is the normal basis for working. out the 
10lIl term requirements of aircraft, in the Instant case" there were 
., many as three Widely val'ying lOng term aIIJeSSll18Dts/l'eviews of 
die requhements of Alreraft" 'A' between 1971 and 1875· for the·some 
periolt Atier· p1aeemoot of two orders in August' 1m .. "d Mardi 
117Z for manufacture of 'X" n09. of Aircraft-'A" on a public sector 
undertaJdDg, tlle requirements were reassessed ID February 19'73, i.e. 
within 10 months, 118 205.3 per eent of the namber already ordered 
keeping in nUnd the reyuirement upto 198f):.81. In July 19'75 the re-
quirements of all variants of Aircraft 'A' were rea!lSessed as 35&.7 
per cent of 'X". numbers originally assessed. Two months later J i, e. 
in. September ~ the requirement of Aircraft 'A' was reduced be-
calISe of the availability of aD improved version i.e. variant 'e' atuI 
it was decided to short dose the order on the undertaking arter 
meettng lOS JM.'1." cent of 'X' numbers. According to the Ministry, 
Aircraft 'A' have remained under a constant state of improvement and 
development in the eoaatry of foreign supplier. The quelltion of 
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iaduction of adVBDeed variants of the aiftraft in the' Air Force .... 
therefore been under CODStant review. The M*m.istry have furtJiw 
stated that "the reassessm'lmt of requUemeAts was mandatol')' ,wee 
the total requirement of a class of aireraft was the sum of variaat 
'A' and those produced indigenously by the Public sedor undenau..,. 
SiDse the latter consistently varied in their contt\ut, reassessm.eat 
of the fonner was inevitable." The Committee are not impressed. with 
the argument advanced by the Ministry that the question of induction 
of advanced variants of the aircraft in the Air Force bad been Wider 
their constant review.. Had thiB been so) it is rf'!ally strange that 
it was only during the course of vi<Jit of the ministerial delegation 
to the Country of the foreign supplier that it was found t.hat the 
modern version was only an unsuccessful intermediate version, which 
W1UI never productionised by the foreign supplier. The delegation 
brought to the notice of aM. that the foreign supplier had abandon-
ed the production ~  of the modern version of variant t A# 
IIDd reeommended that switch over to variant 'e' was blevitable. AI 
a sequel to the laid development, it was ftnally decided in November 
1m to ehange over to variant 'C'. The Commidttee would like the 
llinltltry of Defence to look into this aspect of the matter and take 
steps to adequately vitalise the reviewinr machinery so as to enable 
it to dUcharge its function ~ 

LIZ The o ~ would further like to, point out that what 
they had objected to was not the fact of induction of impreved 
variants of Aireraft 'A'into the AIr Fofte 'but the methodology of 
IItIMJ88Ing the long term requirements of the Air Foree and the UD-
certainty rel!Jnltlng therefrom in 80 tar as the producti. pJ'Ogl'lllll.1M' 
of the public sector undertaking was concerned. Two sueceaalve 
upward revisions of the requirement followed by a sudden downward 
revision of the same, necessitated short closure of the order on the 
1UldertaJdng resultin« in ~  redundancy of materials costing neady 
Ra 16 73 crores. The o ~ consider that this could have been 
avoided had the Ministry and the Air Force subjected the long tenn 
requirements to closer scrutiny. The Committee therefore reiterate 
the observations made earlier that this case rofteds ad-hocism In 
a ~ d o ~ and displays hardly any Reuse of perspective in the 
so-called perspective plan of the requirements of the Air Force. 'l'be 
~  expect that suitable lel'l8OOS will be drawn by the Ministry 
from their experience in this ease and that the long term plann.ing 
'of requirements would be done on a more realistie basis In future. 
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RECOMMENDATIONS AND OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

B.eeommendation 

.In October UM}9, Government entered into an agreement with a 
foreign supplier for transfer to them licence and technical documen-
tation for the manufacture of a certain number of aircraft 'A' for the . 
Air Force on payment of a licence fee of Rs. 5 crores. This licence 
agreement was assigned to HAL, Bangalore in September, 19'10. 
Against sanctions acCorded in August 1971 and March 1972 by the 
Ministry for the manufacture of 'X' numbers of aircraft "A' at an 
estimated cost of Rs. 78.33lakhs each, two orders were placed on the 
·undertaking by Air Headquarters in September, 1971 for Rs. 37.80 
crores and May 1972 for Rs. 79.90 crores. The aireraft were scheduled 
to be delivered to the Air Force during 1972-73 to 1978-79. According 
to the Milnistry of Defence, supplies against the aforesaid two orders 
were to cater to the requirements of the Air Force till 1986-87. 

[So No. 1 (Para No. 1.4!;) of Appendix n to 66th Report of the 
Public AccO'unts Committee (Seventh Lok Sabha)] 

Action Taken 

The position has been re-examined and it is regretted that the 
information supplied by this Ministry and reproduced in para 1.7 
of the PAC's 66th Report (7th Lok'Sabha) that the suppUes against 
the orders placed in September, 1971 and May, 1972 were to cater 
for the requirements of the Air Force till 1986-87 was not correct. 
In fact, the supplies against the two said ordens were to cater for the 
requirements of the-I.AF. till 1979-80, based on the force level of 
1_, which were lower than the approved levels of subsequent 
vears. 

This has been seen by Audit. 

[Ministry of Defence O.M. No. 5715180IIID(Air-l) dt. 23-9-1982] 

ftecommeadatJoq 

The Committee note that in February 1973, i.e. within 10 months 
of a~  of the second order, the Air HQrs reasseaed the total 

'I 
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requirements of alreraft 'A' sa 205.3 per cent of 'X' numbers a1reacJJ 
ordered, with re-equipment of squadrons commencing from 1973-74 
onwards. The Committee tIe_ ~ d with the argument ad-
vanced by the Ministry that the 'problem of sustainability of the force 
'1MeI ~ eoane otlaer ,*'* .of MIa GUnbat . ~ .... _ttMed ... 
useesment to the ~ .  ,of Crcrdt "A'. As supplies against 
Ute aforesaid two orders were to cater for the requirements of the 
Air Force Ulll986-8'7, it is not understood how the perspective could 
a ~ changed so much ,~ &0 short fl tinte ~  to a ~ ~ ~ re-
vision ~  ~  r,eq\1irement by ,~ per . ~. ~ ~  ~~ 

~ t.o ~ ad~ .  . ,~,~ ~o ~ , ~. "  " 

[13. ·No. 2 (Para 1.46) -of Appendix n to 86th 'Report of thePublfe 
Accaunts€ommittee (Seventh o Sa~  

~  o . ~  ~ ~ Ud Alone tlJe :pW.,., ... ,. 
~ <9," OW .. ~ 01. :fi!ve years _d !\he tota.lcomlbat lie .. 
~ .o ' .• was ~ .  oeot lower than that in 1971. ~ 
~  J)f va.riant ~  , a a~ in ~  was ~ per ~  ,of 'X' 
~ as _8 ~  o~ . The requirement ahessed in 1971 was 

moolated for a timeframe of 30 years vis-a-vi.s five years earUt'!. 
The requirement of variant '4' ~ ~ hnd been worked out to 4 D2 
per cent of 'X' numbers. 

In '*ltil context, it • important -to 'bring to the notice of the t'lonl" 
IIIittee that ·the total MquiJemeat of -402 'per .eem of .'W flumbel ...... 
fer vaNant "A' aircraft. This was to be ,made up of -two COJnJ)Ollem. 
N. airc:rait iDdtgenotMIy ~ d by Pubiic 'Sea4;or ~ .., 
the -balance to be made 'up of air.cNftproduced under iieenee maolt-
~. Since <the Dame ad quantum .of indigenoosly'produced .... 
..... was uncartaill, the o ~  r.equ!.remeftt,was ·:review"··. 
number of times to take stock of this uncertainty. The first review 
was made in March, 1972 after ~  ~ ~~ for ,jibe ~ to 
be manufactured indigenou31y and the requirement of varial;\t 'A' 
.came to '220 per cent Of. T numbers. Another review in t'ebllWlry. 
19'13 took into account ~~ ,~~ 9.fWrcraft purchased out-right 
The requirement of variant 'A' in thIs context worked out to 205.3 

__ ~ ~  1'Jf:' ~. ~ o.~  '. _ .... 'f.J-.,.tep-
~,~~~  o ,~. ' 

[Ministry of Defence O.M. No:' 5715180121D (Air-I) dt.23-9.t9821 



·81-~ .. that IU8DwiU1et Government Jlad, entered 
~.~ .1l . .ocmVact .(July 11t'l!2) .. wilb .aiGreip ..uppUerloE 1Upply.ol. 
variant ~ ..o  .a a , o,~ a4per cent o ,~ . a  leaviD& 
a ,gap .Qf ,Blel .per .cent.of 1Xt .numbers .between.tl'u! total qUlllUity 
or.d.ered .. and the :total . ~ . Type ·B' :was elq*:ted,to per-
form the same role as that of type ·At. All the .type ·B' aircraft. 
We ~,.~ ,by ~~.  ~. 

[81. No. 3 (Para 1.47) ~  d ~.  to 66th Repou. of thE' 
Public Accounts COmmittee (Seventh Lok Sabha)] 

.~  ~, . , ~  was .a pressm.gneed ·to .~ .  
make up for ~ loI!s in lJ$l-P4lk a ~ . ~ d ~~ ~~ 
of variant 'A' o~d not flt the ~. Hence direct ~~ of variant 
IB' that was expeetedto perform the same role as that of variant tA' 
was resorted to. 'This was pureiy to ensure the minimum force 
levels so as not to o a d ~ ~ ~ ,.  defence requirements. 
The requirement of variant 'A; was accordingly reduced before place-
IJle!lt of. orders o .~ public ,,~o  d. . ~N. 

fMinistry ~  ~~  O.M. ~ o. a  (Air .. I) dt. ~  

~ ~ .. 

Jt ~.~  b,e ~o ~ ~  .the ~ o ,  o.f ~ a .  'A' was eXP,eCted 
to provide suftlclent workload for three diviSiOns of the undertak-
ing for another 10 years ~. ~ ~~, . .~  .41 stabilising production and 
updating ~ . The persisting uncertainty in regard to the 
elt4lCt requtremeuts of aircratt '4,' .tQ be . ~ by the . ,~  

.~~ ·naturAUYJlotcoJuiucive ,~ ~ a ~  of 'tbtt8e o ~ ,., ~ 
~ . ~ , ~ , o , .e,mphaslse tQo ,tnmgly ~~d F 

,~  .. ~  ~ .  ~ for ,~ Air For", o, ,~ 

.•• ?R.i ~~~~ a , ~ ~  ~  ~ lIM .c'W .be ~  ~ 
,Optinwm .~. ~ . ~ ~~ need -hardly poio,tQ\lt ~~ ~ .• p 
,~ .o .~o  .be ~ .o~ by ~ . d ,~ ~ S ~ ~,  .~~ 
~ ~~ ;.is· ~  ~~ lon,s .. tenn . ~. ~.~ ~ .~ .  . ~ ~ .~ .. 

rr. ~ ~. :J 1-:50) !!,. ~ ~ o  , ~  , o~ .Q..f ,tJl!t 
.' " .. CL. n, T -"k a-'-th >1 :Public Accounts o~ .  .(liII'"vt.n.'I'\& f:'f':'.. ~  .ll, 'I' 
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AetioQ Taken 

The curtailment in a ~ cA' did not make di8eonttnuity from 
the point of view of labour hours in the Public Sector Undertaking 
ainee it wu replaced by the production of another variant. The Com .. 
mittee's veiws to gear up the R  "  D and production efforts towards 
Air Force Requirements by the Public Sector Undertaking have 
been noted for future guidan.ce. 

[Ministry of Defence O.M. No. 5715180161D (Air-I) dt. 23-9-11182] 

ReeommeadatJoo 

The Committee note that the experience in this case has high-
lighted the need to strengthen the planning production, and 
management information system. The Committee expect the Minis-
try of Defence to initiate action without delay to remedy these 
shorkominga. They would like to be apprised to the action taken 
and the results achieved in this regard in due course. 

[So No.7 (Para 1.51) of Appendix II to 66th Rel»ort of the 
Public Accounts Committee (Seventh Lok 8abba)] 

ActloD. Taken 

On the recommemiations of the Rajadhyaksba Committee ap-
pointed by the Government, the functions of Production Planning 
and Management at tbe Public Sector Undertaking bave been 
strengthened, which have resulted in improvement in production. 
As advised by Public Accounts Committee these efforts will con· 
tinue in future. 

[Ministry of Defence O.M. No. 571SI80171D (Air-I) dt. 23-9-1982] 

Berom ......... tJon 

The Committee ftnd that ~ total value of the material con-
tracted was Rs. 1864.09 lal-"..hs: The value of the orders placed 
~ September, 1975 was for RI. 188.94 a~. According to the 
'Ministry, liThe draft supplement for this was received in January, 
1975 and the approval for signing the contract had been communi. 
~a d on 7th August, 1975. But the agreement was actually signed 
only on 25th October, 1975. The foretgn supplier was approach'!!d 
by the delegation headed by Secretary (DP) during October, 1975 
itself and in May, 1976 to curtail the supplies. But the supplier did 
not agree on the growrd that the equipment had already been manu-
factured and partially su.pplied. 
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; ... ). t is ~  . ~  ~  agreeJllent o~ s"PPJ,y of material for 
o . a ~  ~  ,was ~~ ~  October 1975 ~ ad akeady heen 

d~d d in S, ~ . ~ to curtail the production of tbis :aircraft. 
~  needs. to be eltplained. 

[So No. .~ (Para' .~  of , ~ d  II to 66th Report of the 
Public Accounts Committee (Seventh Lok Sabha)] 

Aetioi:t Taken 

On the basis of the requirement of Air Force. for the balance ~ 

'quirement as 81.3 per cent of the original decision for variant 'A' 
o ' , 

the Government sanction was issued in Novembt!r, 1974 and formal 
'Order was placed in February, 1975. By the time decision was taken' 
in September, 1975 to curtail the production of aircraft 'A', the 
Public sector Undertaking had already taken procurement action 
for the manufacture of the balanee reqUirement of aircraft. As 
sllch. t?ere was no escape but to accept the quantity,ordered on the 
:foreign supplier. 

[Ministry of Defence O:M. No. 5715180161D (Air-I) dt. 23-9-1982] 

Recommendation 

According to the Audit Paragraph 'the cost of redundancy in terms 
'of material procured for production o~ additional 'X' ll'ilm,pers of' 
aircraft 'A' the production of which was subsequently topped, .is 
'Rs. 1672:92 lakhs. The Committee find that Qut of the ,s,urplus 
material worth Rs. ~ a  pertaining to the Aircraft Division, 
"the net surplus material after taking into consideration the estimated 
'utilisation of material worth Rs. 1189.37 lakhs in the future pro-
~a  of manufacture of type 'C' aircraft, overhaul purposes and 
fabrication of spares for supply to the Air FOllce, is estimated to be 
of the value of Rs. 293 ~ . Besides,. the Systems Division is 
saddled with surplus material vahling Rs. ~  lakos. The Com-
mittee have' been informed that the surplus mate.rial is expected to 
'be utilised during the explOitation life of the·type 'e' aircraft in 
:squadron service expected. to extend into the 1990's. 

'[S. No. 9 (Para 1.53) of Appendix-II to 6Clth Report o~ the 
Public Accounts Committee (Seventh LoltSahha) J 

---., Action, 'Taken 

. ". : '. •..• .  "  • .' ~ •  • III '  . 

"The utfUsi.'Hon during eXJ?loitation 'of  life _,qf , . a a~. ilJ ~ ~ 

..ttuadrdn '84!rViCe, which is 'expectred' to :be' ~ o 1900's in ~  of 
. .. . 
'2;36 ~ . 
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a~ a  worth RI. 1189.37 lakhs a~ ·\9 Aircraft· DiVision eel 
Rs. 57.41 lakhs relating to the System ~ o  and not in respect of: 
the ~ .  surplus material of Rs. 293 lakhs as reported earlier. !nci--
dentally, aut of the surplus of Rs. 293 laths, items worth Rs. 20' 
a~ are expected to be used by HAL in their future projects and!. 
reniaining SUi'plus readymade articles o~ RI. 273 lakhs.; 
will be used by IAF, if need arises depending on. the consumption 
and this will be clear afteraciequate:data on utilisation of the air-
craft is available. The utilisation of the materials' valuing 
Rs .. 1189.37 1akhs and Rs. 57.4l .. 1akhs will·be in the manufacture of 
Type 'C' alrcraft, overhaul programme, fabrication ctl spares for' 
supply to the IAF and not dUring the explOitation. life of aircraft 
'C' •.. 

[MinistrY of Defence O.M. No. ~ ~  (Air-I) dt. 23-9-198%].: 
. -,. ~ 

BeeOll"" __ &' 

The Committee are· concerned to observe that order$ for materials: 
required for manufacture of certain number of aircraft 'e' were 

a~ without determining. the extent to: which the materials al· 
ready ordered for additional quantity of aircraft 'A' could be utilis-
ed in the production of aircraft 'C'. The Committee is not satisfied! 
with the reply of the Ministry that since the commonality between 
the two types had not been identified and ~  orders were not co.vet-· 
lng the whole anticipated production, orders were placed for the: 
eariier ~ pending d ~ a o  of common items. ~  Com-· 
mittee consider that identification of common iteDlt should have· 
been made before placing orders fOr a ~ for aircraft IC'. 

[SL No. 10(Para I.M) of Appendix-II to 66th Report of the' 
Public AccoUnts Committee (Seventh Lok Sabha) J 

. ".. AetiOD! Taken 

Consequent to the short closure of production of aircraft 'A' at 
108 per cent of the first two orders, some materials have been 
~ d d surplus to the requirements of aircraft iA' .. It was en. 
visaged that these surplus materials will be utilised to the extent 
possible for aircraft 'C' Project, wherever the materii:Is " are com-
mon to these two aircraft. However, the commonality of the-
a~  ~d .be established only after receipt, translation and 
stud.y of thefuU'range of relevant licence documents relating to 
aircraft 'c', . There has been delay in' receipt of documents from 
the foreign supplier. The supply of full range of documents which 
were due by . the first quarter of 19;1.&, have .been completed only 1111 
the Srd. quarter of 1979. On the other· hand, to keep up the schedule-
of delfveries, contracts' for the ftrst order of X number of aircraft 



13 

'c' had to be entered into as per production ~, the last contract 
having been signed in October 1978. By this time, it was not po .. 
sible to determine the cOmDlQUality of the material, due to late rc. 
cepit of the relvant documents. However, the ready.made articles 
and forgings and castings, eurplus to the requirements Ofaircrdt 
'A' which are common to both ~d a  'A' and 'e' have been delet-
ed from the scope of supply of materials· required for manufacture 
of aircraft 'C', while signing the contract in July· 1981, with the 
foreign supplier for supply of materials required for the manufac-
ture of aircr,ft 'C' in respect of the quantity covered by the order 
placed by the Government in May, 1981. However, in future, when 
one aircraft variant is substituted by another aircraft variant. 
orders for materi81s will be placed on the supplier after ascertain-
ing from him the adjustment required in respect of common items 
to . avoid any possible redundancies. 

[Ministry of Defence O.M. No. 5-7151BOII01D (Air-I) dt. 23-9·1982) 

Recommendation 

It would also appear that lack of coordination among the various 
agencies responsible for assessing the requirements of aircraft '/Jf.! 
:b'om time to time an those responsible for placing and processing 
the indents for materials with the foreign supplier has been res-
ponsible for the large scale surpluses in this case. The Committee 
therefore desire that the matter should be inveStigated with a view 
to fixing responsibility so as to obviate recurrence of such cases ilk 

... . . . 'I. 
future. I ~ 

[81. No. 12 (Para 1.56) of Appendix-II to 66th R o ~ of the 
Public Accounts Committee (Seventh Lok Sabha) 1 

..,...... Action Taken . 

All the decisions for placement of orders, review of the IAF's re-
quirements and supply of materials from the Foreign Supplier were 
jointly coilsidered by the Department of Defence, Air HQrs, Deptt. 
of Defence Production and the Public Sector Undertakings. ThEt 
delay which occured in the implementation of decisions wag partly· 
due to delay in supply of documents from the foreign supplier and 
partly o ~ a  and it is not practicable to fix the responsibility 
on any Department. 'However, the views of. the Committee to avoid 
recurrence of such delays have been noted for future guidance. , ... 
[Ministry of Defence O.M. No; ~  (Air-I) dt. 23-9-1982) 



R~ TER m 

, E EN T ~S AND OBSBRVATIONS WHICH TJm 
COMMITr$E. DO NOT DESIRE TO PURSUE IN mE LIGHT OF 

REPLIES RECEIVED FROM GOVERNMENT 

Recommen4atioD 

In November, 1974, the Ministry of 'Defence accorded !Sanction 
for an additional order being placed on the Undertaking for manu-
facture and supply of ·aircraft 'A' to cover the gap of 81.3 per cent. 
of 'X' numbers at aD estimated cost of Rs. 105.16 lakhs each. As per 
the order placed in February,' 1915 on HAL, these aircrafts were 
scheduled for delivery during 1978-79 to 1981..82. Considering that 
the, Undertaking had not been able to adhere to the time schedule 
of delivery of aircraft against the orders placed in 1971 and 1972 and 
there was a large back-IQg which was e?Cpected to be cleared' not 
before 1978-79, the Committee do not quite appreciate why the addi-
tional order was placed on the Undertaking. In fact, the slippage 
ill thtt production programme has been adduced as one of the 

_ reasons-for the decision taken two months later i.e., in April, 1975 
.to pw"chase outright from the foreign supplier, 60 per cent. of 
'·X' n.wnbers of the aircraft over and above the total requirement 
~ d in February, 1973. ... ... 

[S1. No.4 (Para 1.48) of Appendix-II to 66th Report of the 
Public Accounts Committee (Seventh Lok Sabba)] 

-". Action Taken 

It is important to bear in mind that the Public Sector Undertak-
ing was to manufacture aircraftsin two distinctly separate cate-
gories, viz., those under licence manufacture and those of lndigenous 
-delign. The aircraft 'A' covered by the first two orders were 
scheduled to be delivered during 1972.-'13 to 1978":79. As on 
1-11-1974, the Public Sector Undertaking. had delivered 10 per cent. 
'of the quantity covered by these two orders. As on April, 19'15, the 
slippage when compared with the scheduled delivery, was only 6 
-per cent. of the total quantity covered by the tw.O orders. The 
slippages on the part of the Public Sector Undertaking were. un-
~ o da  due to uncertainty in the development Qf indigenous 
design and o~  in supply: of components etc. 

14 
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In respect of the licence manufactured aircraft type slippages in 
indigenously manufactured/retroroodified aircraft had to be made 
up by the direct purchase from abroad. Outright purchase from the 
foreign supplier to the extent of 60 per cent of 'X' ~  was 
made after obtaining the Governments' approval of Appex-U. Mean-
while, on receipt of indication from the Public Sector Undertaking 
to hasten the deliveries of the licence manufaetured aircrnfts, add!.-
tional orders as brought out in this paragraph, were placed. In this 
context, it will be observed that these two issues have ditJerent 
foundations and cannot be mixed. 

This has been seen by Audit. 

[Ministry of Defence O.M. No. 571fil80141D (Air-I) dt. ~  

• Recommendation 

The Committee have ~  given to understand that the exercise 
of identifying common parts and sub-assemblies between type 'A' 
and type 'C' aircraft has since been completed and it has been 
found that the extent of commonality is only 39 per cent of the 
parts. That being the case the Committee are inclined to believe 
that the figure of Rs. 1189.37 lakhs being the estimated utilisatioR in 
future programme of manufacture of type 'C' aircraft overhaul 
purposes etc; represents a rather optimistic picture. The Com-
mittee observe that the entire question of reviewing the surpluses 
was left to the Public Sector Undertaking. The Committee desire 
that the matter should be gone into afresh by a team of experts 
from the Air HqrslMinistry of Defence in conjunction with the HAL 
authorities with a view of determining the precise value of surplus 
materials and to locate alternate avenues for their useful utilisation. 

[S1. No. 11 (Para 1.55) of Appendix-II to 66th Report of the 
Public Accounts Committee (Seventh Lok Sabha)] 

Action Taken ' .. 

The contract signed by the Public Sector Undertaking for 
materials for aircraft 'C' in July, 1981 is for Rs. 1510 lakhs after 
physical verification of material in hand from the various projects 
handled by it. Had this been signed covering full range of materials 
for aircraft 'C' the estimated value would have been Rs. 25g7 lak.lts , 
based on the value of Contracts signed in January, 1978 which cover-
ed full ~a  of materials. The quantum of reduction (Rs. 1087 
lakhs) thus repreeents the value of surplus materials (common 
materials) considered for deletion. This works out to approximately 
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41.86 per cent of the . value of full range of materials required for 
aircraft 'C', In view of the faetthat the 'report of surplus was pre-
.pared by the Public Sector Undertaking ·after phySical verification 
of balance stock of materials and after physical verification of 
materials in hand from various projects handled by it, the committee 
may kindly o d~ once again whether it is absolutely necessary 
~  the matter should be . ~ ·into·a fresb by, a team of experts. 

{Min. of DefenceO.M, No, 571518011iD ~ dt. 23-9-1982) 



..... :.:' • ~. .~ • f, •• 

..,' t' 

llECOilMENDATIONS . AND OBSERVATIONS REPLIES TO 
. wHICH ItA VE NOT BEEN ACCEPTED BY THE COMMI'I'TEE 

AND WHICH REQUIRE REITERATION 

Rec:Onui1endation 

'The Committee further observe that whereas in February, ,1975· 
"the Ail' Headquarters placed; an additional order on the. Undertaking 
-for.the supply of 81.3 'per cent of' aircraft ~  in Sept., .1975 it; . was 
decided that production of aircraft 'A' should be stopped. after 
meeting 108 per cent of· 'X' numbers and production' of' another 
-variant taken up thereafter:' The Committee find that. after the 
·assessment of the requirements of aircraft ~ made in February, 
1973 for the period upto 1980-81, the Air HQrs. made yet an .. 
'lOther long term assessment requirement in July, 1975 of all the 
variants of aircraft 'A' for the next 25.years. In this assessment, the 
reqUirements were pitched as high .as 356,7 per cent of 'X' numbers 
'originally assessed. It has been stated that the .reduction in the 
req"olinment of aircraft 'N in September 1975 was neceSsitated 
'because of the availability of an improved version i.e. variant 'c' 
which could not have been, visualised earlier. The Committee thus 
,observe that whereas according to the Ministry's own reackoning, 
'a span covering 10/15 years is the normal basis for '.working out 
the long term requirements of aircraft, there were as many as 
three long-term assessment reviews of the requirement of aircraft 
'A' between the years 1911 and 1975. ; The Committee believe that 
if such a review was at all necessary, it should have been made 
before' Febniary, 1975 when orders :for...additional aircraft 'A' were 
:placed on the undertaking. The sequence of events narrated in the 
foregoing paragraphs reflects ad-hoclsm in taking decisJ,ons and there 
.1Ieemto haVe been little sense of perspective in. the so called pets-
. pectiVII plan of the requirements of the Air Force. 

[Sl. No.5 (Para 1.'W), of Appendix.,.U to 66th R ~  of the Public 
. ,. 'Accounts Committee (Seventh Lok Sabba)] 

...... A.ctioQ Taken 

It was always recognised that AJrcraft 'A' have remained under 
a cuaa\.ant state of improvement. and development in the country of 

11 
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'Foreign Supplier. With a view to take advantage of this: improve'" 
ment, the question of imhtction of advanced variants of the aircraft 
in the Air Force had been under constant review. In view of large: 
requirements and long time span over which these aircraft were· to 
be used, the Air Force· recommended selection of an engine fitted on 
a variant say 'n' which was a modified version of variatlt 'B'. This 
was because it was possible to retrofit it on variant 'A'. On the 
other hand, the engine of variant 'C' was believed to be non-compati-
able to go into the variant 'A'. Airforce, therefore all along recom-
mended preference to variant 'D' based on commonality between 
variant 'A' and 'D'. In October, 1975 a delegation comprising of 
the representatives of the Deptt. of Defence Production, Mil'listry of 
Defence, Ministry of Finance (De'll Air), Air Force and the Public 
Seetor Undertaking W86 sent to the country of the Foreign Supplier 
to make evaluation. During its. visit the delegation found that the 
modern version was only an unsuccesSul intennediate version, 
which was never ptoductionised by the Foreign Supplier. The 
Delegation brought to the notice of R.M. that the Foreign Supplier 
had abandoned the production programme of the modem version of 
variant 'A' and recommended that switch over to variant 'c' was 
inevitable. As a sequel to the said development, it was finally de-
cided in November 19717 to change over to variant 'C'. After consi-
dering the inputs of the indigenous variety of aircraft that were to 
complement variant' 'A', the total requirement was assessed as 402' 
per cent of 'X' numbers. The reqUirement of variant 'A' that 
worked out to 356.7 per cent of 'X' numbers was, th'etefore, quite 
logical. 

The re-assessment of requirement of aircraft 'A' was mandatory 
since the total requirement of a class of aircraft was the sum of 
variant 'A' and those produced. indigenously by the-Public Sector 
Undertaking. Since the latter consiStently'varied in their o ~ 

version of the former was inevitable. Nevertheless, from the point 
of view of ftnaftcial foresight, reVision made by. the Air Force was-
sound. 

~  of ~ O.M. No,. ~ T .  (Air-I) dt. 23:..9·1982J 
1 . '" .  " .' 



CHAPTER V 

RECOMMENDATIONS AND OBSERVATIONS IN RESPECT OF 
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PARTU 

JlINU'TE8 OF THE SITTING OF THE PUBLIC ACCOUNTS 
COMMITrEE (1982-83) HELD ON .10m NOVEMBER, 1982. 

The Committee' sat trom 15.00 to .18.50 hoUl'S. 

PRESENT 

Shri Satish Agarwal--Chairman 

MEMBERS 
2. Shri Chitta Buu 
3. Smt. Vidyavati Chaturvedi 

4. Shri Bhtku Ram Jain 

5. Shri Mahavir Prasad 

6. ShiiSunii Maitra 

7. Shri Barish Rawat 

8. Dr. Sankata Prasad 

9. Shri B. ~a a a a a  Reddy 

10. Shrt Nirmal Chatterjee 

11. Shri A. P. Janardhanam ...... 

Rl:PDsl:N'.rA'l'lVIIS' 011' THE OmCE OF C&AG 

1. Shri Gian Prakash-C&rAG 

2. Shri R. K.. Chandrasekharan-Addt Dy. C&rAG 

3. Shri S. R. Mukherjee-Di1'ector of Audit, Commerce ... 
Works aM Mi!c., 

4. Shri M.  M. Mehta-.o<'I'ector of Audit, Central Revenues 

5. 8hri G. R. Sood-Joint Director (Report,) 

6. Shri R. S. Gupta-Joint Director (Defence Se,-vice.) 

SmcaETAlIlAT 

1. Shri K. C. Rastogi-Chief Fitl4n.ci41 Committee Of]i.cer 

2. 8hri Ram Kishore-Senior FinCltlcial Committee Officer;.;. 

3. Shri K. K. Sharma-Senior Financial Committee OfJi.cer -.. . 

.. Sbri M. G. Agrawal-Senior Financial Committee ~ 
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2. The Committee considered and adopted the draft Report on:l 
action taken by Government on the recommendations contained in 
their 66th Report (7th Lok Sabha) regarding redundancy in: 
materials procured for the manufacture of an aircraft with certain" 
amendments/modifications as shown in the, Annexure. The Com-
~  also ap,Proved certain other minor modifications arising o ~ 

of factual verification of the draft Report by Audit. 

• .. • • • 
The Committee then adj01lrned. 

N.B. (Astricks denote other business transacted by the Com--
mittee. Minutes relating thereto will form part of tha-
relevant Report). .1 ,~, 



A!IINIXUIlE 

~N EN ~ o T NS .o E BY, rna ~ T  IN'nu' 
,'ImATl' REPOItT'ONAOTION T N G RN NS ~.  
REPORT (7TH LOK S.~  AT THEIR. SITTING HF4J) ON 10 NOVEM_rg81. 

8 PH '6-8 PM ",hree long tttms astellmcnts ........ .. 

8 

9 

........... "975" 

IU4d "three Widely varying long term .s.-
essmenU/revieWi of the requirements of 
Aircraft 'A' ~ '971 and 1975 for 
the same period." ' 

1 0 ,. "public" RMuI "public lutor" 

"  m the followin, at the end of the para :-
"The Committee a ~ not imprl:llsr.d " with 
the'requimnent achranc:ed by ~ Ministry 
that the ~ o  of induction ofadlfltnCt'd 
variants of the aircraft I in the Air Force 
had been under tbrir conlllant review. Had 
this been 10, it is rr.ally strange that it was 
only during the COIll'lC of Visit of the minis-
terial delegation to the Country of the 
foreign luppller that it was f:JUlld that the 
modern verdon was only an unslJceu'oJ 
intermeoiate verQon, which was never pro-
duc:tioniaed by the foreign supplier. The dele-
ption brought to the no@e of R.M. that the 
foreign supplier had abandoned ~ TJroduc-
don programme of the modi7n version of 
¥lU'iant'N and recommencif,d that switcl-
over to \fltriant 'C' was inevitable. As 8 

aequal to the Mid deVelopment, it was finally 
decided in November, 197:i to c:Mnge C1IIer 
to variant '0'. The Conunittee would dke 
t},e Ministry of Defenee to look into' d,d 
a.spec:t of the ~  and tab lteps to 
adequatelyV'itl\ll1e 'the reviewinr machinery 
10 a. to enable it to discharge its function 
eft"ectively. tt 

Ftir "What theConuQitke had objected to" 

RItM ''The Committee would further like to 
point O\&t tbat wblt they ba,d objected to" 

28 
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