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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as autho-
rised by the Committee, do present on their behalf this Sixty-sixth 
Report on Paragraph 37 of the Report of the Comptroller and 
Auditor General of India for the year 1978-79, Union Government 
(Defence Services) on redundancy in materials for the manufacture 
of an aircraft. 

2. The Report of the Comptroller and Auditor General of India 
for the year 1978-79, Union Government (Defence Services) was 
laid on the Table of the House on 26 March, 1980. The Committee 
considered and finalised the Report at their sitting held on 
10 December, 1981. Minutes of the sitting form part II of the Report. 

3. The Committee have inteT-alia emphasized the need for pre-
paring a'realistic re-equipment plan for the Air Force so that the 
designing and production facilities built up in HAL can be put to 
optimum use . 

. 4. For reference facility and convenience, the observations and 
recommendations of the Committee have been printed in thick type 
in the body of the Report and have also been reproduced in a 
consolidated form in ~ i  II to the Report. 

5. The Committee place on record their appreciation of the 
'assistance rendered to them in the matter by the office of the 
assistance rendered to them in the matter by the officer of the 
Comptroller and A1l;ditor General of India. ___ 

6. The Committee would also like· to express their thanks to 
the Officers of ~ Ministry of Defence for the co-operation extended 
by them in giving information to the Committee. 

NEW DEIHl; 

December 15, 1981 

Agrahayann 24, 1903 (S). 

(v) -

SATISH AGARWAL 

Chairrnan 

Public Account CommittE;e. 



REPORT • 
1.1. The Audit paragraph. 37 of the Report of the Comptroller and 

Auditor Geneta1 of India for the year 197&079; Union Government 
Offence Ser.riceS on which this Report is based appears in Appendix 
I of this Report. • 

1.2. The ~  Paragraph points out that in October 1969, Gov-
ernment entered into an agreement with a foreign sUpplier for 
transfer to Government of licence and technical documentation fOr 
the manufad.D1'\' of a certain number of airetaft 'A' for the Air Force 
on' payiDsnt·of a liI:eDee fee. of Rs; 5 crores in five eqUal annual in-
stalments (plus interest at 2 per cent on unpaid amounts). AccordiDg 
to the agreement, the ·teX'mS and mode of payment for the right ~ 
manufacture ot. aircraft ~r  and above the envisaged programD).e 
were to be ~  separately. The licence agreemeni was as-
signed to a public sector undertaking in September 1970. 

1.3. The Committee desired to know the basis for and the year ill 
which the immediate/long term r ir~  of aircraft 'A' to be 
purchased \manufactured in India under the licence agreement in 
October, 1969 were worked out. In a note the Ministry of Defence 
stated: 

"In 'September 1968 Government of India was informed by 
the Foreign Supplier that an improved version of air-
craft called type 'A' was under development and that it 
eould be offered' in early 1969 for evaluation. The Foreign 
Supplier also informed that a licence for manufacture of 
type 'A' aircraft could be ·given to us. This aircraft was 
claimed to be substantially superior to its predecessor 
particularly in the ground attack role. Based on the re-
commendations of the Defence Cabinet Committee and 
~  Aeronautics Committee it was decided that a peak 
force level of 6 Squadrons of this type f;hould be built up 
. by 1976-77. It was on this basis that the immerliate/long 
term requirement af aircraft 'A' was worked out for the 
manufacture in· India under licence agreement of October 
1969." 



1.4. Asked on what basis the peak force level of 6 Squadrons of 
'-type 'A' aircraft to be built up by 1976-77 was assessed and by whom 
.the Ministry of Defence explained: 

"The forecast ~  force level of six squadronS was proposed by 
the Air HQrs and' considered and approved by 
the Defence Committee of the Cabinet. This force level 
was arrived at keeping in view the need to maintain the 
authorised force level and the availability of spares, etc. 
for maintenance of the aircraft, which were already in the 
inventory. The force levels of certain other aircraft were 
going down over the years and the gap was to be filled by 
this aircraft." 

1.5. It is seen from the Audit Paragraph that against sanctions 
.;accorded in August 1971 and March 1972 by the Ministry of Defence 
:-for the manufacture of 'X' numbers of aircraft 'A' at an estimated 
cost of Rs. 78.33 lakhs each, two orders were placed by the Air Head-
·.quarters on the undertaking in September 1971 or Rs. 37.60 crores 
;:and May "i972 for B.s. 79.90 cr.ores. The undertaking entered into con-
'tracts with the foreign supplier for procurement of materials etc . 
. during 1970-71 to 1976-77. The aircraft were scheduled to be deliver-
··ed to the Air Force during 1972-73 to 1973-79. 

1.6. The Committee desired to know the reasons for the time lag 
'Of two years between the execution of the licence agreement in 
October 1969 and placement of the first order by Air Headquarters 
·on HAL in September 1971 and the extent to which the production 
.schedule was affected by this delay. The Ministry of Defence stated: 

"Between signing of a licence agreement and production of an 
aircraft, there is an inevitable time-lag. Only after sign-
. ing of the licence agreement; exchange of technical persons 
for preparing the project r ~  ordering .plant and 
machinery, kits of parts and training of personnel etc. can 
take place. This need not necessarily wait for formal RMS 
orders. Department of Defence Production and HAL were 
associated from the very beginning and necessary steps 
were taken without waiting for the formalities of RMS 
order. The production schedule' was not affected by the 
landmarks of ·assignment ().f licence to HAL and Govt. 
sanction for placement of RMS orders. Contract for supply 
of 30 numbers of aircraft to be manufactured from assem-
bly phases was concluded with' the foreign· manufacturer 
1n July 1970 itself. The assignment of the licence to HAL 
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in september 1970 was made only for the technical pur-
poses of HAL dealing directly with the foreign supplier, 
as the licence agreement was on inter-Governmental 
document. The formal sanction for placement of RMS 
order was also to enable HAL to draw stage payments as 
production commenced at HAL. Production could com-
mence at HAL only after the receipt of kits of parts from 
the foreign supplier following the contract of 1970." 

. 
1. 7. The Committee enquired about the year upto which the re-

:quirements of Air Force were proposed to be met by the supplies 
.against the orders placed in September, 1971 and May, 1972. The 
Committee further enquired as to normally for how many years 
-future requirements were taken into account -while working out 
; such proposals. The Ministry of Defence stated: 

"The supplies against the orders placed in September 1971 and 
May 1972 were to cater ~r the requirement of the Air 
Force till 1986 ... 87. A span covering 10/15 years is the 
normal basis for working out the long term requirements 
of aircraft." 

1.8. The Committee desired to -know whether the economics of 
. manufacture of aircraft 'A' in India under licence from the foreign 
supplier vis-a-vis outright purchase of aircraft 'A' from foreign sup-
-pIier were examined before negotiating the licence agreement with 
--the foreign country. In a note, the Ministry of Defence stated: 

"The economics of manufacture of an aircraft 'A' in India 
under licence from the foreign supplier vis-a-vis outright 
purchase of aircraft 'A' from foreign supplier were not 
examined as the manufacture of Aircraft 'A' was consi-
dered to be an extension of the manufacture of another 
type of aircrat already under production by the Public 
Sector Undertaking. ~  the project report for 
the manufacture of aircraft 'A' provided only for 
installation of certain additional plant and machinery 
over and above that already available for the manufac .. 
ture of the aircraft already under· production_ It 
was also envisaged that the production -of ir r ~ 'A' 
would provide sufficient workload for three Divisions of 
the Undertaking for another ten years and thus help the 
Divisions to stabiliSe production and to Qpdate technology . 
.on this basis, the manufacture of aircraft 'A' was consi-
dered to be an economically viable and attractive project.'· 
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planned to cater to a peak force level of six squadrons by 
1976-77 and to meet the requirements upto 1986-87 for this 
type 'A'. In addition, production of two types of aircraft 
under indigenous development was envisaged. Acquisi-
tion of a deep strike aircraft also was under examination. 
All these factors influenced the calculations for long term 
requirements in 1969." 

I 

1.12. Asked to furnish the precise reasons for reassessing in 
February 1973 the requirements of aircraft 'A' as 205.3 per cent of 
'X' numbers already ordered and why these could not be envisaged 
.~ ~r i r  the Ministry of Defence stated: 

"The Air Headquarters had assessed the requirement of air-
craft 'A' as 205.3 per cent of 'X' numbers  already ordered 
because of the problem of sustainability of the force level 
some other types of combat aircraft. Accordingly a force 
level of 10 Squadrons of type 'A' aircraft was planned to 
be built up an 1980-81 as against the original planned 
peak level of 6 'Squadrons. These revised requirements 
were approved by the Government in 1974 and· orders 
issued in November 1974." 

1.13. The Committee desired to know the reasons for the import 
,.of aircraft 'B' in July 1972 as also the date on which the proposal 
-for .this aircraft was sanctioned by Government. The Committee 
also enquired whether aircraft ~ were required to perform the 
. same role as aircraft 'A' and .whether the proposal for the procure-
ment of this aircraft was examined in the light of production of 
aircraft 'A'. The Committee further enquired about the cost of air-
craft 'A' in comparasion to that of aircraft 'B' and the date on which 
the aircraft were actually received. In a note, the Ministry of 
-Defence stated: 

"The import of aircraft 'B' in 1972 was primarily to recoup 
wastages during the 1971 conflict with Pakistan. Propo-
sal for 'B' aircraft was sanctioned by the Government in 
1972. Type 'B' was expected to perform the same role 
as that of type 'A'. The proposal for procurement of 'B' 
aircraft was examined in the light of production of type 
'A' aircraft. The cost of type 'B' aircraft was Rgt 1.05 
crores 1972 level, while that of type 'A' was Rs. 1.15 crores. 
All the type 'a' aircraft were received by middle of 1973." 

1.14. It is seen from the Audit Paragraph that a protocol for 
_ manufacture of aircraft upto additional ex, numbers was signed in 
April 1973.' A licence fee of Rs. 2.25 crores or production of these 



7 

l additional ir~r  was payable in five equal "annual instalments (to--
~ gether with interest at 2 per cent on unpaid amounts). Asked about" 
i the basis on which the amount of Rs. 2.25 crores payable in terms of 
, the protocol of April, 1973 was determined, the Ministry of Defence 
. stated: 

"The amount of licen-ce fee of Rs. 2.25 crores payable in terms 
of the protocol of April 1973 was determined on the basis 
of the negotiations by the delegation led by the then" 
'Secretary (DP)." " 

1.15. Asked to indicate prescisely the benefits derived by payment 
of the additional licence fee of Rs. 2.25 crores, the Ministry of 
Defence stated: 

"The licence fee of Rs. 2.25 crores is towar'ds manufactUre" 
of-Qty. 150 Nos. of type 'A' aircraft in addition to the 
quantity provided for the r ~  oi October 30, 1969. 
In this connection it may be stated that the entire amount 
of licence fee paid under this Agreement has been" ad-
justed towards the licence fee payable for manufacture of-
type 'C' aircraft." 

Delay in delivery of aircraft by HAL 

1.16. The Auclit Paragraph points "out that upto March, 1975 the-
undertaking had delivered aircraft to the extent of 20 per cent of 'X' 
number against the first two orders. In April, 1975, the Air Head-" 
quarters proposed the outright purchaSe from the foreign supplier" 
of a certain number (60 per cent 'X' numbers) of aircraft over. and 
above the total requirement assessed. in February, 1973 due to ageing" 
and obsolescence of large number of aircraft and slippage in deli--

of aircraft 'A' by the undertaking. 

1.17. The Committee desired to know the reasons for the delayed" 
very of the aircraft by the undertaking. In a note, the Ministry-
Defence have stated: 

"The delay in delivery of type 'A' aircraft was partly attri-
buted to the delay in supply of raw materials from the-
foreign Supplier, unforeseen technical problems and delay" 
and short comings at the" Public Sector Undertaking." 

J 
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1.18. Asked, about the. extent of delay and steps taken by tbe 

.authorities to ensure timely sy.pply of the raw materials by the fo\"e-

ign ~ i r  the Ministry of .Defence stated: 

"The extent of delay in supply of raw materials from the fore-

ign sppliers has been analysed as under;. 

1.19. 'The Committee further enquired. about the remedies avail-

able in the contract against such delays and also whether these re-

medies were actually enforced. The Ministry of Defence stated: 

"As per the Licence Agreement of October, 1969 all the ques-

tions connected with the implementation of the agreement 

or the contracts were to be solved by mutual-consult'ation. 

There has been periodic dialogue between the Publie 

Sector Undertaking and the foreign supplier for expedi-

ting supplies of materials wherever required from time to 

time." 

1.20. Asked to explain whether any other factors were also res-

ponsible for the delay, the Ministry of Defence stated; 

"Apart from delays in the receipt of documentation, tooling 

and material from the supplier, which were identified as 
some of the reasons for the slippages, it was also observed 

that there was a need to strengthen the production plan-

ing and management imOrination system in the und-er-

taking and improve the quality of managerial supervision 

in 'the undertaking." 

Escalation in cost 

1.21. The Committee wanted to know the reasons for the increas 

'in the estimated unit cost of aircraft 'A' from Rs. 78.33 lakhs i 
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September 1971!May, 1972 to Rs. 105.16 laJkhs in November, 1974-
'"Tile'Ministry of 'Defence stated: 

"The unit cost of aircraft of Rs. 78.33 lakhs was based on the 
imported cost of the flyaway aircraft. This was provi-
sional liable to reviSion. The estimated unit cost of 
Rs. 105.16 lakhs w'as based on the unit cost estimate of 
the ~ i  project report as indicated by the Public 
Sector Undertaking to the Government and was for air-
craft to be produced from imported raw materials." 

Foreclosure of production of aircraft 'A' 

1.22. The Committee desired to know whether the long term 
requirements of aircraft 'A' upto 1987-88 assessed by the Air Head-
quarters in July 1975, did not take into account equipping of increased 
number of squadrons and if so, for what reasons it was decided soon 
afterwards in September 1975 to foreclose the production of aircraft 
'A' after meeting 108 per cent of 'X' number and to start production 
of another variant thereafter. The Committee further enquired as 
to why such a situation could not be visualised .before February 
1975 when order for additional aircraft 'A' was placed on the under-
. ~ . The CQmmittee also wanted to know tlle. circumstances in 
which the long term planning for the airera·ft normally expeeted to 
be in service for about 15 years, had changed within such' a short 
time after the decision for its manufacture. The Ministry of Defence 
stated: 

"The long term requirement of aircraft 'A' upto 1987-88 
assessed by the Air HQ in J'uly, 19-75 took into account the 
equipping of increased number of Squadrons with type 
'A'. The change-over to type 'C' aircraft took place since 
it was an improved variant and became available. The 
selection of this aircraft could not be visualised at that 
time as the tyPe 'C' aircraft· llad been offered by the 
foreign supplier only in January, 1975 for licence produc-
tion and it was not yet clear whether type 'C' or any other 
. variant would meet the reqUirements of. the I.A.F. better." 

1.23. Asked to explain as to why the requirements of aircraft 'A' 
. during the next 25 years re-assessed as 356.7 per cent of 'X' number 
in July 1975' were reduced to 108 per cent within two months, i.e., 
. in September, 1975, the Ministry of Defence stated: 

''The requirement was reduced because subsequent to the 
discussion in July, 1975 and following our approach to the 
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I 
; . foreign supplier in August 1915, a new variant which was: 

cOnsiderably better than Aircraft 'A' became available.--
Hence, it was preferred that we should have this aircraft 
instead of Aircraft 'A'." 

1.24. The Committee desired to know as to why it took over a' 
year to formally amend in October, 1976 the sanction of November' 
1974 reducing the scope 'of production of aircraft 'A' especially when 
Government had approved in January 1976 the outright purchase, 
of certain number of aircraft, of variants 'c' and 'D'. The Ministry 
of Defence stated: 

"The delay in formal amendment to Government sanction: 
reducing the scope of producing the aircraft was mainly· 
due to tD.e absence of budgetary estimates and project 
reports of type 'c' aircraft which was to be manufactured 
by the Public Sector Undertaking. However, the Public 
Sector Undertaking which was associated with the pro-
curement and i~  manufacture of type 'C' aircraft was--
fully aware of the decision even though the formal amend-
ment was issued only in October, 1976." 

1.25. The Committee desired to know the precise reasons for-
not making budgetary proviSion in time. The Ministry of Defence· 
stated: 

"It is regretted that reply to Question No. 12 (a) communica-

ted vide O.M. No, 57(5)/BO/D(Air-I) dated 31st October,-, 
1980 was not precise. The decision that we will manu-
facture only 108 per cent of the original.order was taken 
in 1975 in association with the Deptt. of I?efence Produc-
tion and the Undertaking and keeping in view the avail-· 
ability of material for manufacturing engines for addi-
tional aircraft. Further action was taken by the Under-
taking in this resPect. The amendment to the RMS order--
reflecting the change was only a formality' and in no way 
affected the manufacturing programme of aircraft type 
'A' or aircraft type 'e'." , 

1.26. Asked to state the" reasons for the delay in preparation of 
project report of type 'C' aircraft, the Ministry of Defence stated: 

"Discussions relating to the induction of Aircraft 'C' commenc-· 
ed with the foreign supplier in October 1975, during the-
visit of the delegation led by the then Secretary (DP) .. 
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Based on these discussions and other details available with 
. . -

the Undertaking, preliminary cost detailS and budget ~. 

mates were furnished to Govt. in November 1975. Eventual-
ly, licence agreement for the manufacture of the aircraft 
'e' was signed in August 1976 and the manutacture of the 
aircraft was entrusted to the Undertaking in September 
1976. Government orders for the actual number of air-
craft to be manufactured by the Undertaking were issued 
in December 1916. A preliminary project report was sub-
mitted by the undertaking based on the available data 
in September, 1977. 

The target date for submission of the detailed Project Report 
was fixed as December 1978 on the assumption that all the 
relevant detailed documents for preparation of the project 
report could be received from the swpplier by March, 
1978. However, all the documents were received from the 
foreign supplier only by September, 1979. Thereafter the 
detatled project report was prepared and submitted to the 
Board of Directors of the Undertaking in March, 1980 and 
then to the Governmnt in April, 1980. 

It will be seen from the sequence of events indicated. above 
that there has been no avoidable delay on the part of the 
Undertaking in preparation and submission of the detailed 

Project Beport." 

1.27. In a further. note, the Ministry of Defence stated: 

"Government have considered the report for the production of 
- aircraft 'c' submitted by the Undertaking and approved 
the investment of capital and deferred revenue expendi-
ture in February, 1981." 

1.28. Asked if the import of aircraft 'C' and 'D' was attn"butable 
to delay in deliveries of aircraft 'A' by the Undertaking or it was 
meant to induct an improved version of aircraft which became avail-
able, the Ministry ot Defence stated: 

Htfhe import of aircraft 'C· and 'D' ~ i ~  ~~ . of an 
improved version ot aircraft and helped to improve the 
squadron strength." . 



1.29. Asked to explain in precise terms as to how the induction 
of these aircraft helped to improve the. squadron strength, the 
Ministry of Defence stated: 

"Induction of aircraft type 'c' gave the IAF a better aircraft 
with improved capability. With the availability ,of .certain 
number of aircraft 'C', the squadrons with obsolescent 
aircraft could be re-equipped faster than if we had waited 
for additional quantities of aircraft type 'A'. The quick 
induction of type 'C' aircraft increased the total available 
serviceahle assets and improved the strength of the 
squardons. " 

1.30. The Committee enquired as to when the supplies of aircraft 
'C' and 'D' were expected to be received and. when these were actual-
ly received. The Ministry of Defence stated: 

"Variant 'C' was supposed to be delivered in 1976 and 1977. 
Actually certain number of aircraft were received in 1976 
and in 1977. Variant 'D' is being reeeived on schedule 
from ~ to 1900." 

1.31. The Committee further enquired as to why the Undertaking 
was informed only in March, 1977 by the Air Headquarters about 
the cUr'tailinent in the order for additional numbers of aircraft 'A' 

. . 

placed in February 1975, when the decision to this effect had been 
taken in September 1975 itself: The Committee also enquired 
whether the Undertaking had been contemporaneously kept ap-
prised of the decision The Ministry of Defence stated: 

"The Undertaking that had been associated with the decision 
making was fully aware of all the decisions of the curtail-
ment of the order for additional number of aircraft 'A'. 
No contracts were entered into after October, 1975 for 
supplies for type 'A' aircraft." 

Procurement of excess materials 

1.32. The Committee desired to know the total number of orders 
placed by the Undertaking for. materials required for additional 
numbers of aircraft 'A', the value of such orders placed after 
September .1975. and the r ~ why the foreign supplier ~ not 
be ·approached for cancellation of. such orders soon after. September, 
1975. .' .. 
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~  Ministry of Defence stated: 

"The total value of orders placed by the Undertaking for 
materials required for additional nwnber of aircr.aft cA' 
was Rs. 1864.09 lakhs. The value of the orders placed 
after September 1975 was for Rs. 188.94 lakhs. The draft 
supplement for this was received in January 1975 and the 
approval for signing the contract had been communicated 
on 7 August, 1975. But the agreement was actually signed 
only on 25th October, 1975. The foreign supplier was ap-
proached 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 ground 
that the equipment had already been manufactured and 
partially supplied." 

1.33. Clarifying the position further, the Ministry have stateS: 

~ ..... the only contract relating to the additional aircraft 
signed after September 1975 was one of a series of three 
such contracts. The first two of these were signed in 
February 1975 ........ For a proper appreciation of the 
circumstances in which this contract was concluded, it is 
necessary to state, by way of background, that a Memo-
randum was submitted to the foreign supplier in August 
1975 mentioning that it had been provisionally decided 
to lirirlt production of type 'A' aircraft to that specified 
in the initial inter-governmental Agreement." 

'·'It was in this context that it was made clear to the supplier 
in October, 1975 during the course of the visit of the dele-
gation led by the then Secretary (DP) that the delivery 
of material against the Supplementary Agreements con-
cluded for additional supplies of aircraft 'A' wouild have 
to be considered in the context of the decision of the 
India side to switch over to the manufacture of the air-
craft of the modified design beyond the number stipulated 
initially for the licence agreement for aircraft 'A'. It was 
also indicated during the course of discussions that the 
final decision of the Indian side in this regard will be 
conveyed to the supplier in December 1975. This position 
waS also Suitably recorded in the working protocal in-
corporating the outcome of ·the discUsSions that took place 
during the visit of the delegation. 
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The position as indicated above was-ilirther followed-up with 
the supplier dYting ~ ~~~  fi/. a >delegation in May 
1'976. It was the):). i ~  ,Qut :\0. ~ . ~ _tlitat in view 
of the ~ i i i of ~ d'um.ge ~ ~ 'PJ"QQtl(:tiQJl from type-
4A'· . .ir ~ .  to ~  ~  ~ ~ Qt.108 pereent of the-
_l;lu,m:ber i ~ 1J;l j;l;le In..itial . ~ . r i  

~ r .  i~r ~ ~ ~  .s"pp-l\es relating to 
the airc:ratt ~  number. It ~  ~  during 
the discllSSions Ulat a ~  ,JB8.de ~ ~  -regard at the· 

~ Govt. level w()uld be ~ r  the supplier." 

1.M. The Committee ~  to know whether a,ny.stl,l.dy of docu-
mentation to uti-lise the .surplus material for;putposes of manufacture 
of aircraft ''C' and overhaul of aircraft 'A' had ~.  ~. .  if so, thtt 
outcome there and the value of redundancy finally determined. 
The Ministry of ~  stated: 

"The study of docwnentation to utilise the surplus material 
tOC, ~ . ~ r~ of aircraft ~ ,and overhaul of aircraft 
'/V ~ ~  ~. It has :been noted .out of 1-'1,336 detailed 
:MI"ts and ~ i  (excluding standaDci parts) re-. 
.~  -tP l;le f-abricated. for manufacture ,of variant 'C' 
.~  it bas beeIl assessed that ~ O r.  (39 per cent)· 
~ ~~  .yarial;tt'A'. SimUarly o:ut :of 1441 forgings 
a.!ld ~ . ~  :and e658 r~ .  maGe articles ·reqei.t:ed for 'e" 

~ 6.36 forgings and . i~ . .417 ready made 
~ ~ ~  ~ O  to variant 'A'. ill: the AudiltParagraph 
the ~ ()f ~ ~ ~ ri  contracted has beeD indicated 
as Rs. 1672.93 lakhs. Its break-up is as follows: 

Its. in' lakhs' 

Surplus material pertaining to aircra4 Division 

r ~~ . ~r i  ~. ~i to . .~ i ~i .  

1615.52 

57.41 

1.MA. The -position of the surplus material in so far as it relates 
t8 Aircraft Divimon is as follows: 

-I' , ;as. in lakhs 

i. Value of material contracted r~ r su,p-
j»Iemen-tary agreement 02-7,93-7 ~  1864.09 

~ ~  !:It ~  ~ .~ kJl.l ~ ~  J9fW:. ~ .  

., ~ pi .JN1t.eri11 MPtnaW lor ~  ~ 

the balance qu.eDtM' of ·,aJ trPe· IN . ~ 188.05 
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~. V,lue of ~ i  DarMMe material 
.' '.' •... . ~ .. ' s 

.Y· .~ .5'. V&iue of estinlated';total surpius 148!.a1' ~ 

~. Value of matsie:-l yet tG'be' receiVed 51.42 

. '1. Estimated" utffisatlon in' future O~ M.-
. manufacfuri ot type 'e' aircraft, overhaul 
purposes .and fabrication t!>f r ~ fot supply' 
. to 1.A.F.. 1189.3'7' 

. 8. "btfmated valUe of net smplas 213.00 

The net surplUS material with an estimated value of Rs. 293. 
lakhs as' irtdit:ated above consists of readv made articles .. 
with a value of about Rs. 2.73-lakhs· and· focgirrg'S' and 
'castings to the value of about Rs .. 20 lakhs.· Of the ready 
made artieles valued at ~  Rs. 273 lakhsr the six types 
of items alone are valued at abGut. Rs. 227.-1'5; lakhs. Efforts 
are being made to see whether these' an<ithe other ready 
made articles can be utilised· ~  the· InGian: Air Force. 
The forginp and castings,' can be ~ a'lld re-used. 
As regards the surplus material at Systems· Division with 
an estimated value of Rs .. ~ .  lakbs f.onning part of the 
total amount of Rs; 1672.93 lakhs me-ntioneQ in the Audit 
Paragraph, there is no commonality with type 'c' aircraft. 
However, it is estimated that the entire surplus material 
wili be utilised OD ovuhaul and manafae.ture ~ spares for 
earlier variant and type 'A' aircraft." 

1.3S. Asked whether balance material Wr Es. 501.42 ]akmJ . ...-.m 
". yen to be receiVed had siRee been reftived; the MUdi., <If 
Defence ~  

''The balance mate:l'!ial of Rs. &1.42 laIths is 001. 1i1iely to be 
reeeivel :ft&Im the fo,eign supplier .; twa supplementatY 
~ r  for deletion of the ~ i  sUpplieS of the 
cost of Rs. 45.50 lakhs have since been conch1ded with the 
foreign supplier in De,cember 1980 and March 1981. In 
-additidtt * drMi' guptHement ooverlrig' dQetidn 61. ~ 

item valuiftgllS. 6.60 ltkbs is . ~  .frtlltl the ~ 
. !'Suppfier.;; 
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l.3S. The Committee further enquired the poaition about the 
'rea'liining material for Rs. 192.67 lakbs. The Ministry of Defenc& 
SaUd: . 

"The present position regarding di1ference of Ra. 192.67 lakhs-
is that a sUpplement ...... was concluded ~ 14-.12-80 
covering deletion of items amounting. to Rs. 192.67 lakhs."· 

1.37. Referring to the contention of the Ministry that the' entire-
surplus matenal would be utilised on overhaul and manufacture of 
spares for earlier variant and type 'A' aircraft, the Committee desired 
to. know by whom this assessment was made and whether any Com-
mittee was appointed to examine the matter thoroughly. Tl?-e Com-
mittee also desired to know the period by which the smplus material 
W&I expected to be utilised. The Ministry of Defence stated: . 

"The review and physical availability of all ·surplus materials: 
including those in excess of requirement for the fleet of 
type 'A' aircraft was earned out by a Committee appointed 
by the Executive Director of the Complex of the Public 
SectOr Undertaking at that time. The recommendations 
of the Committee were reviewed by the General Manager 
of the Division and his Senior Ofticers in the Public 
Sector Undertaking. The indents for materials required 
for manufacture and overhaul of all variants in use in-
cluding type 'C' 'aircraft which has been inducted now, 
have been reviewed to gainfully utilise the surpluses. The 
surplus material is ·expected to be utilised during the 
exploitation life of the aircraft in the Squadom which is 
expected to be into the 19908." 

1.38. The Committee were informed by Audit that orders for 
materials ~ ir  for manufacture of a certain number of aircraft 
'e' ~.  up the production schedule were stated to have been 
placed without determining the extent to which the materials ordered 
for additional quantities of aircraft 'A' would be utilised in produc-
tion of aircraft 'C'. The Committee therefore, enquired whether 
the production ~  of aircraft 'C' for which the materials were 
ordered, had' been maintained, as envisaged. The Ministry of 
Defence stated: 

"The r ~  signed on 15-10-1978 allows for deletion of 
items of Platerials, semi-products and ready made articles. 
Following r~i i  worth Rs. 54.00 lakhs were made. 
A further ·reduction of Rs. 58.98 lakhs is being pursued. A 
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further quantity of aircraft forming 46.67 per cent of the 
order on the Undertaking !is. under consideration for 

~ r . It is expected that this order and the re-
quirements to manufacture spares for repair/overhaul 
types 'A' and 'e' aircraft will absorb a great deal of the 
items procured. Since the commonality between the two 
types had not been identified and the orders were not 
covering the whole anticipated production, orders were 
placed for the earlier phase pending identification of 
common items. The production schedule of aircraft 'C' 
vide materials ordered had been maintained till 1979-80 
as per the DPR." 

In a further note, the Ministry have stated: 
~.. . ..... ----~  

"The latest position r r~  further reduction of. Rs. 58.98· 
lakhs is that the delegation from the Public Sector Under-
taking which visited the country of the foreign supplier 
in July, 1981 discussed the matter with the concerned 
authorities who accepted in principle to consider 
the reduction. Formal offer is awaited." 

1.39. Asked to explain why commonality between the two types 
of aircraft could not be identified before placing orders for raw 
, materials, semi-products and ready-made articles, the Ministry of' 
Defence stated: 

"The commonality between the two types of aircraft could 
not be identified before placing orders for raw-materials, 
semi-products and reday made articles as all the documents 
for the manufacture of type 'C' aircraft had not been 
received nor the study of the same completed by January 
1978 when orders for manufacture of first batch of air-
craft was placed. ~ 

1.40. ~ Ministry of Defence further informed the Committee 
. that the exercise of'· identifying of commonality of' parts and sub-
'assemblies between· type 'A' and type 4C' aircraft had since been 
completed and the eXtent of commonality has. been assessed as 39 

per cent of the parts. 

1.41.. The Audit Paragraph reveals that in connection with the 
. excess materials procured, the Ministry of Defence aut1.lorised in 
Ml!reh 1979 certain 'on account' payment which had been made to 
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the undertaking. Asked 'whether there were any other such amoun. 
requiring'reimbursement, the Ministry of Defence stated: 

" 

''The total reimbursement authorised by Government till 31st 
August, 1980 including the authorised in March 1979 is as 
follows: 

Customs Duty 

Interest on deferred credit 

Rs in lakhs 

28.89 

60.61 

Material to the extent of about Rs. 51.00 Lakhs .is yet to be 
received against two Agreements. 

Accordingly, further payments would require to be reimbursed 
by Government on account of customs duty, if any, and 
interest on deferred credit as may become due from time 
to time." 

1.42. The Committee pointed out that the re'assessment of the 
long term requirements at short intervals had resulted in redun-
dancy of materials. They therefore, desired to  know whether the 
Government have examined this aspect and if so, the. remedial mea-
sures proposed to be taken to avoid such situation in future. The 
Ministry, of Defence stated: 

"Government has examined this aspect of the reassessment of 
the long tenn requirements. It is proposed to have a more 
realistic Re-equipment Plan for the combat squadrons of 
the IAF." 

1.43. The Committee desired to know the &tepa taken by the Gov-
ernment to ensure more realistic planning of future requirements. 
The Ministry of Defence stated: 

'-P1atmilJg of future requirements has. been done from time to 
time taJring into a£Count the upto date poIJition tegarding 
the state of indigenous manufaeturing of ~ aircraft, the 
availability of more modem aircraft,. the available life of 
existing fleet, its serviceability, and its suitability in the 
changing military environment of Ute aavet"sory. As· and 
when these factors ~ tile review of the I'equirement 
becomes necessary aIld this had been resorted to." 
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1.44.. ABed ·to furnish details of the re-eqUipmeJlt ... pliab, the 
MiDietIy of IMfenee 8tated: 

"The re-equipment piau ~  the lAE is still in the process-of 
beim.g fmalised in the eontext of the. changes taking place 
in the ~i  environmeDt of our country." 

. 1 .. 45. la Oeteller ~ GCJlYel"lHDe1li eB·tered int_ an apeemeat witla 
• fereip suppliel' few tra-'er to tltem liceace and technical doeu-
lBeatatieD 'ow the manufacture of a eertain •• mber of airaaft 
'A' fer tile Ail' F81'ce on payJ&ellt 8f a liee.ce fee of Bs. 5 crores. 
TItis licenee apeemeat was assigaed to HAL,. Bangawe iB 
Septemher, 11l0. AgaiRSt sanction» accorded in August 1971 and 
March 1972 by the Ministry for the manufacture of 'X' numbers of 
aircraft 'A' at all estimated cost of Bs.. 78.33 lakhs each, two orders 
were placed on the undertaking by Air Headqua:rters in September, 
1971 for Rs. 37.60 crores and May 1972 for Rs. 70.90 crores. The J 

aircraft were scheduled to be delivered to the Air Force during 
1912-73 to 1978-79. AccordiDi 10 the Ministry of Defence supplies 
against the aforesaid two orders were to cater to the requirements 

of the Ab Force u11 1986-87. 
\ 

1.46. The Committee note that ill February 1173, i.e. within 10 
months of placement of the second order, the Air . Headquarters 
reassessed the total I:equirements of aircraft 'A' as 205.3 per cent of 
ex' aumbera alr,ead)"ordered, with re-eqqipment of squardrons 
commencing from 1973-14 onwards. Th.e Committee are not con-
vinced wiill the argument advaaeed by the Ministry that the 
'problem .f s1lStainability 01 tile force level of some other types or 
th.e co .... a. aircraft' necessitated reassessmea' t. the refluirement of 
_craft 'A!. As sqplies agaiast the aforesaid two udus were to 
ader for the r.efluire.ents .f tJ.e Air Force till 1986-87, it is not 
DD.urstood Iww the r i~  coul41 have chanced so much in so 
sJaori a tba.e as to warrailt upwHd revisiOil of the requiremeats by 
28S..3 per ceDt. The matter therefOl"e Reeds. tOo be adequately ex-
plaiDei t. the ColllDlittee. ·  . 

1.4'1. The Committee fiDd that i ~ Government had 
eatered into a contract (July 1!n2) wRIt a fOl"eip supplier for 
...,ply of variant 'B' of the ah-uaft to meet 24 per cent of 'r num-
1IeI"s IeaviJIg • gap 01 81.3 pel: ceDt of 'X' ·numbel'S betw'een the total 
... atity ordered. aDd tile total req.uirement. Type 'B' was expected 
.,. pufona the same I'ole. 88 that of type 'A'. All the type '8' air-
eraft were received by middle of 1973. 
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, La. In November" 117., the MiDistr,- of Defeaee aeeorded. 
sanetioa for an additional order being placed 011 the Undertakinc 
for manufacture and supply of aircraft 'A' to cover the gap oJ: 
81.3 per eent of 'X' numbers at an estimated ,cost of BB. 105.1& lakhs 
each. As per the order placed in February m5 on HAL, these air-
craft were scheduled for delivery during 1978-79 to l.981-82 
. 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-log which was expected 
to be eleared not before 1978-79, the Committee do not quite appre-
ciate why the additional order was placed on the Undertaking. In 
fact, the slippage in the production programme has been adduced 
as one of the reasons for the decision taken two months ~r i.e. 
in April, 1975 to purchase outright from the foreign supplier, 60 per 
cent of 'X' numbers of the aircraft over and above tlie total require-
ment assessed in February, 1973. 

.1.49. The Committee further observe that whereas in February, 
1975 the Air Headquarters placed an additional order on the Under-
taking 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 
assessment of the requirements of aircraft 'A' made in February, 
1973, or the period upto 1980-81, the Air Headquarters made yet 
another. 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 'A' numbers 
originally' assessed. It has been stated that the reduction in the re-
quirement of aircraft 'At 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 aceording to the Ministry's own reackoDing, a span 
covering 10/15 yearS is the normal basis for working out the long 
term requirements of aircraft, tbere were as many as three long-
term assessment reviews of the requirement of aircraft 'A' between 
the years 1971 and 1975. The Committee believe tbat if sucb a reveiw 
was at aU necessary, it should have been made before February, 
1975 when orders for additional aircraft 'A' were placed on the 
undertaking. The sequence of events narrated in the foregoing 
paragrapbs reflects ad hocism in taking decisions and. then seems 
to have been little sense of perspective in the so called perspective 
plan of the requirements of the Air Force does not really reveal 
aBy perspective at all. 



1.50. It may be noted that the production of aircraft 'A' w_ 
expected to provide sufticient workload for three divisions of the 
1IDdertaking for another 10 years and thus help in stabilising pro-
.uction and updating technology. The persisting waeertainty in 
l'egard to the exact requirement of aircraft 'A' to be supplied by 
the undertaking was na.turally not conducive to attainment of these 
objectives. The Committee cannot, therefore, emphasise too strongly 

.• ·.the need for preparing a realistic re-equipment plan for the Air 

{Force so that the designing and production facilities built up in 
.:i HAL can be put to optimum use. The Committee need hardly point 
~  out that R&D eftort cannot be carried out by the undertaking on 
:;i. 

~ a systematic and sustained basis unless clear-cut long-term objec-
~ i  are speIt out. 

">-,.. 

I 1.51. The Committee note that the experience in this case has 
~ i i  the need to strengthen the planning production, and 
~  information system. The Committee expect of Ministry 

~  Defence to initiate action without delay to remedy these shori-
~ comings. They would like to be apprised of the action taken and the 
~ results achieved in this regard in due course. ..-
x 
~. 
~ L52. The Committee find that the total value of the material 
~. contracted was Rs. 1864.09 lakhs. The value of the orders placed 
1 after September 197 5 was for' Rs. 188.94 lakhs. According to the 
frMinistry, "The draft supplement ·for this was received in January 
~  1975 and the approval for signing the contract had been communi-
~ cated on 7th August, 1975. But the agreement was actually signed 
! only on 25th October, 1975. The foreign supplier was approached by 
[the delegation headed by Secretary (DP) during October, 1975 
t itself and in May 1976 to curtail the supplies. But the supplier did 
[ not agree on the ground that the equipment had already been manu-
. factured and partially supplied." . . 

~ i It is indeed surprising that agreement for supply of material for 
~ aircraft 'A' was signed in October 1975 when it had already been 
~ decided in September 1975 to curtail the production of this aircraft. 
iThis needs to be explained. 
r 

1.53. According to the Audit Paragraph the cost of redundancy 
in tenns of material procured for production of additional 'X' 
numbers of aircraft lA' the production of which was subsequently 
stopped', is Rs. 1672.93 lakhs. The Committee find that out of the 
surplus material worth Rs·. 1482.37 lakhs pertaining to the Air-craft 
Division, the net surplus material after taking into consideration 
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the estimated-.dgisatioil' Of ' material worth' Its. ~  ,lOb. iddle 

~ - . ~ ~ '. ,--- .. . 

~ ~~ ;f ~~ i r  of type 'e' an-craftJ · overhaUl . 

pdrpoie& .. -Mri." •. s. ~ .uppl,' to, tile Air ~ r  is 
~ to 'be-of the \'alue . ." _ ZII 1M.... ..id-. .tIte'. ~ii~ ',_ 
Division' is saddled with . su ."lus material "sluing lis. 57.tt 

lakbs. ~ Committee have been informed that the surttlUs 
material iI ~ . to be utilUed dIIriJw the exploitation life of 
type ~ aireraft in squadtoft genic. ~ to extend into the 

1190's. . ..• 

1.54.. The Committee are concerned to observe that orders for 

materjals required for manufacture of certain number of aircraft 

'e' were ~  without detel'lllining the extent to which the mate-

trials already· ordered for additicnJal q1Ullliity of aireraft 'A' ~  

'be utilised in the production of aircraft 'C'. The Committee are Dot 

satisfied with the reply of the Ministry that 'since the conunonallty 

between the two types had not been identified and the orders were 

-not covering the wbole 'anfteipated production., orders were placed for 

-the earlier phase pendtt.g ldentiflea.tion cd tomDlen tieJb5. ~ Comoll 

mittee cgnsider that identification 01 common ite1il$ should hne ~ 

..... Wore pille .. ' orders for materials for aircraft 'C'. 

1.55. 'the ~ h-.tr heen givell to 1IItdetItaDd tlud the ear· 

rise of identif7ing eomDlon parts and sub-sssentblies beb\teeli ttJWI 
• 

~  .... type '"C aircraft us since 1teen completed and it has helM 
fOldWl tllalt tlw estent of ....... m' is omy 3t per c,ent of the 
-parts. That being the case, the C.DlJJdtt_ anr i_lined to helifJYe 

1battbe figure of Rs. 11&9.37 lakhs being the estimated utilisation 

'j. fI1t1in prognmme of RUID1lf.aetul'e of type Ie atreraft, overhaul 
~ ~.  tepJ'etents • rathe, .imietic pictue. The Committee-

tObserve that the entire question of reveiwhtf tile .. I'J'I .... was left 
10 the public sector undertaking. The Committee desire that the 

lII1Itto sIMnaId be goRe into alreslt by a team of experts froth the. 
Ail' ~  .£ ~ ia eeujunctioa with the HAL 

autltorifie$ .Mt a riew-to letetMbthtt _ ~ ~  ." ....,.. 

materials anc1 to locate afte1'llate ~  for t1rtdt 'iI.taJ utDiSfrflon. 
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1.56. It would also appear that lack of eoordiDatiOIl amoag the 

~  various agencies responsible for assessiug the requirements of air .. 

;:? craft "A' from time to time pd those responsible for placing and 

J processing the indents for materials with the foreign supplier has 
I been responsible for the large seale surpluses in this case. The 
J. Committee therefore desil'e that the matter should 1te • iDvestlpted 
~ With a view to fixing responsibility so as to obviate l'8CUrI'ence of 
IUCh at!iOS b.l htture. 

NEW DELHI; 

December 15, 1981· 

Agrahayarui' 24, 1903 (S). 

SATISH AGARWAL 

Chairman 

Public Accounts Committee 



APPENDIX I 

Audit Paragraph. 

37. Redundancy iri materials procured for the manufacture of 
an aircraft. . .• ~. 

In' October 1969 Government entered into an agreement with a , 
foreign supplier for transfer to Government of licence and techni-
cal documentation' for the manufacture of a certain number of air-
craft 'A' for the Air Force on payment of a licence fee of Rs. 5 
crores in five equal anual instalments (plus interest at 2 per cent 
-on unpaid amounts). According to the agreement, the terms and 
mode of payment for the right of manufacture of aircraft over and 
above the envisaged programme were to be determined separately. 
The licence agreement was assigned to a public sector undertakings 
in September, 1970. 

Against sanctions accorded (August 1971 and March 1972) by the 
Ministry of Defence for the manufacture of 'e' numbers of aircraft i 

'A' at an estimated cost of Rs. 78.33 lakhs each, two orders were 
placed by the Air Headquarters on the undertaking in September 
1971 (Rs. 37.60 crores) and May 1972 (Rs. 79.90 crores) respectively. 
The undertaking enteted into contracts with the foreign supplier for 
procurement of materials etc. during 1970-71 to 1976-77. The air-
craft were scheduled to be delivered to the Air Force during 1972-
'73 to 1978-79. 

In order to cater to the requirements of the Air Force up to 1980-
'81, the Air Headquarters reassessed (February 197'3) the tots1; re-
quirements of aircraft 'A' as 205.3 per cent of 'X' numbers already 
ordered on the undertaking. with re-equipment of squadrons com-
mencing from 1973-74 onwards. . 

Meanwhile Government had entered into (July 1972) a contract . , . 
with the foreign supplier for supply' of variant 'a' of the aircraft 
to meet a part of the total requirements (24 per cent of 'X' num-
bers) leaving a gap of 81.3 per cent of 'X' numbers between the 
iotal quantity 0:r:dered and the total requirement. 

A protocol for manufacture of aircraft up to additional ex' 
numbers was signed in April 1973. A licence fee of Ra. 2.25 crores 

24 
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for production of these additional aircraft was payable in five equal 
annual instalments (together wil;h interest at 2 per cent on unpaid 
amounts). 

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 (81.8 per cent of 
4X' numbers) in the total requirements at an estimated cost of 
Rs. 105.16 lakhs each. As per the order placed (February 1975) on 
the undertaking, these aircraft were scheduled for delivery during 
1978-79 to 1981-82. 

Up to March 1975, the undertaking had ~ r  aircraft to the 
extent of 20 per cent of 'X' numbers against the first two orders. 
In April 1975, the Air Headquarters proposed the outright purchase 
from the foreign supplier of a certain number (60 per cent of 'X' 
numbers) of aircraft over and above the total requirement assessed 
in February 1973 due to ~ i  and obsolescence of large number of 
aircraft and slippages in delivery of aircraft 'A' by the undertaking. 

The Air Headquarters assessed (July 1975) the 'long-term. re-
quirements up to 1987-88 of ?ll the variants of aircraft 'A' during 
the next 25 years as 356.7 per cent of ex' numbers. It was decided 
(September 1975) 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 sanction of November 1974 was 
formally amended in October 1976). 

In January 1976, Government approved the proposal for outright 
purchase from the foreign supplier of certain numbers of the aircraft 
of variants 'C' and 'D' to meet the . urgent requirements 
of the Air Force. Approval was also given, in principle, to ~  

indu.ction of variant 'C' in the production programme of the under-
taking and for concluding a licence agreement with the foreign 
supplier for thi's purpose.' Accordingly, a contract was concluded 
(June 1976) by Government with the foreign .supplier for the supply 
of the requisite num.bers ofcai.rcraft·of variants' 'e' and_ CD'. ,An 
agreement :was also signed (August 1976) with the foreign supplier 
for the licence of production of variant 'c'. Government sanction to 
the manufacture by the undertaking of ex' numbers of aircraft of 
variant 'C' was later issued in December 1976. 

The curtailment in the ~ i i  of aircraft 'A' ordered after 
formal approval (October 1976) by the Mlnistry was communicated 
by the Air Headquarters to the undertaking in March 1977. The 
.~ r i  had, however, concluded (Februllry and October 1915) 



. . ~  ~~ ~ ~r i  ~i r for sllPply of ~ ~ O

nents,-etc:, 'for' productlbn "Of aircraft 'A' to-the ex.teDt Of 48.1 per 
cent over and above the reduced numbers ordered. Efforts made 

by a high level delegation during August 1976 to persuade the 
f()feign tlupplier to restrict the supply of materials, etc., for the 
l.·edueed n.umbers of aircraft 'A' did not meet with success. The 
foreign supplier, however, assured that it might be possible to use 
some of the excess materials procured for the purpose of manufac-
ture pf aircraft of variant 'e' and overhaul of aircraft 'A'. Accord-
ing to the undertaJking (December 1976) , the exact position with 
regard to utilisation of the excess, materials procured would be known 
only after the preparation of a detailed project report for the manu-
facture of variant 'C'. The cast of the excess materials contracted 
was assessed (July 1977) at Rs. 1672.93 lakhs. The excess materials 
were stored in such a manner that i~ was not possible to segregate the 
same .physically from other ~ ri r . 'The prospects of uti-

~  C!f excess materials procured were' yet to be explored 
(November 1979). . 

In connection with the excess materials procured, the Ministry of 
Defence ~ (March 1979) the following 'on account' payments 
to the undertaking:.-

Rs.' 23.89 lakhs towards the 
duty; and 

reimbursement of customs , 

Rs. 22.71 lakhs towards payment of interest charges to 
the fOl'eign. supplier against the materials procured. 

The Ministry of Defence stated (Novem.1>er 1979) that the excess 
~ procured related' to "raw material stage of production of 

aix'cnft 'A' " ancl the possibUity of its uttl.tsiq would be kept fD 
view while placing further orders for materials required for pro-
duction of variant 'C'. 

Thus, . the ~ requirements of ir r~ 'A' assessed In J1111 
19'15 were reduced within a short period (in September 19"15) and l' 

~ decided to induct variant 'c' in its . place resulting in excess 
procurement of materials eosting Rs. l6'12.93 ~  besides ~  
'of Rs. 51.80 lakhs towards customs duty .and ~ r  chargeS. . 

[C&AG Report (Defence Services) (1978-79)] 
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Ttaeeo-",ittee:sB fro" .• 5IDo "s. to'26oa brL 

~  

Sbri ~ i  Agaiwai 
ShTi Trmib .Ch-atIdb.uri 1 
Sbri It. P. Singh l)eo 
Skri Mahavir Prasad 
Shri . M. V. Chandrashekara Murthy ~ 
Shri ,Satish Prasad Singh : 
SbJ"iHari ~i  ,Shastri I 
ShriPatitpaba·n Pr.adhan J 

REpRESEta.ATlVES OF THE OFFICE ()1l C && G-

Shri . K. C. Das A.D'lf.l' (R1 

Shri R.. S. Gupta 

Shri -G. N. Patb,ak 

Director (Rluipt Artd;') 

D.A.D.SI 

Sltti S. R. Mukhetj'ee. 

SJu-i M. L. Malhotra 

SIB-i N. G. Koyohoadllllry 

Sbri :ll. S. Gupta 

-SBlllaJmUrl.AT 

Ski. B .. G. Paranjpe 

sari :0. C. 'Bamle 
Shri K. C. Rastogi 

D.A.C.W: & M. 

J.D.(R) 

J.D. (C (!I.-CB) 

J .. S.lllm 

Joittt S.C'IWIU)' 

C.F.C.O. 

S.F.C.O. 

Shri K. K. Sharma S.F.C.O. 

The Committee considered the following' draft Reports of the 
Public Accounts Committee and approved the same with modifica-
tions shown in Annexures I, II & III. The Committee also apro-
ved some minor 'modifications arising out of the factual verification 
of the draft Reports by Audit:-

(i) *  * *.. • 
(ii) Draft 66th Report (7th Lok Sabha) on Paragraph 37 of 

(ill) 

the Report of C&AC of India for 1978-79-Union Govern-
ment (Defence Services). relating' to Redundancy in 
materials procured for the manufacture of an aircraft. 

* * * • • 
The Committee then adjourned. ---- ... ----------._-.. -'--.-

• Annexures I & IT not printed. 
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JNNEXURE-II 

Amendment. made by the Public Accounts Committcc in draft Sixty-Sixth 
B.cport on Parqraph 37 of·the Report of C&.AG for 1978-79 
Union Government (Defence Services) regarding Redundancy 
in materials produred for the manufacture of an 
aircraft, at their sittin,_held OIl 10 December, 

1981. 

1*"" No. P",a No. 

23 12 s .. "", "placed on the under-
taking by Air Headquarters" 
for the exiating line. 

12 Substiluu "205··3" for "205" 

I 

1'49 12 

27 l' 5') 3 

l' 51 

28 11 

35 

GMGIPMAND-LS 11-8678 LS-19-uz-81-1075 

/Hie" "in the" 

.~ "aucsamcnt" for "re-
quirement" 

Subslilull "reilects till laoeiIm in 
taking decision. and there 
aecma to have been little 
ICnlC of perspective in the 
10 called perspective ~ of 
the requirements of the Air 
Force" .for "only mOWI that •. 
. . . . . . reveal any pezapective 
at all" 

Su6S1ilu11 "planning, production, It 
for "production, planning" 

DlUu "as well .. the need to 
improve the qualit or maDa-
gerial SUpervisfOll in the 
undertaking ... 

SUbs,",," "curtail" .for "atop". 
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