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INTRODUCTION

I, the Chairperson of the Standing Committee on Defence (2025-26), having been
authorised by the Committee, present this Twenty-First Report (18" Lok Sabha) on Demands
for Grants of the Ministry of Defence for the year 2026-27 on ‘Capital Outlay on Defence
Services, Defence Planning, Procurement Policy, and Defence Pension (Demand Nos. 21 and
22).

2. The Demands for Grants of the Ministry of Defence were laid on
6" February, 2026 in Lok Sabha. The Committee took evidence of the representatives of the
Ministry of Defence on 19" and 20" February, 2026. The draft Report was considered and
adopted by the Committee at their Sitting held on 16" March, 2026.

3. For facility of reference and convenience, Observations/Recommendations of the

Committee have been printed in bold letters in Part Il of the Report.

4. The Committee wish to express their thanks to the officers of the Ministry of Defence
and representatives of the Services/Organisations for appearing before the Committee and
furnishing the material and information which the Committee desired in connection with

examination of the Demands for Grants.

5. The Committee also place on record their appreciation of the assistance rendered to

them by the Committee Secretariat.

New Delhi; RADHA MOHAN SINGH
16 March, 2026 Chairperson

25 Phalguna, 1947 (Saka) Standing Committee on Defence
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REPORT
CHAPTER -1

CAPITAL OUTLAY ON DEFENCE SERVICES

Introductory

The Committee have learnt that Demand for Ministry of Defence budget is divided into
four Grants. Grant No. 19 pertains to Civil Organisations under the Ministry of Defence, Grant
No. 20 is for Defence Services Revenue, Grant No. 21 is for Capital Outlay and Grant No. 22
is for Defence Pensions. Capital Budget has two segments viz. Capital Acquisition (CA) and
Other than Capital Acquisition (OTCA). Capital Acquisition Budget is also termed as
Modernization Budget of Armed Forces to be used for Acquisition of Military Equipments like
Aircrafts, Aero-engines, Naval Fleet and Heavy and Medium Vehicles. Other than Capital
Acquisition includes Expenditure on Land and Major Infrastructure Projects of Armed Forces,
Procurement of Equipment/Technical Stores for Projects under R&D.

Capital Outlay on Defence Services 2025-26

1.2 During examination of Demands for Grants of the Ministry of Defence, it has been
observed that for the financial year 2026-27, Rs. 7,84,678.28 crore has been allocated to
Defence Budget and out of which Rs.5,84,785.45 crore is for Defence Services Estimates.
Out of this, Rs.2,19,306.47 crore is exclusively for capital expenditure. This is 27.94% of the
total defence budget.

The breakup of Capital Outlay on Defence Service(Grant No. -21) as furnished by
the Ministry of Defence, is given below:

2025-26 2025-26 2026-27 2026-27 % %
(BE) (RE) (BE (BE increase increase
Projection) Allocation) in BE in BE
26-27 26-27
over BE over
25-26 RE 25-26
Capital 1,48,722.80 1,56,588.89 1,84,931.92 1,84,931.92 2435 18.10
Acquisition
Other than 31,277.20 29,865.31 34,374.55 34,374.55 9.90 15.10
Capital
Acquisition
Total 1,80,000.00 1,86,454.20 2,19,306.47 2,19,306.47 21.84 17.62

1.3 The Committee have also learnt that allocation (BE) under capital head has gone
up from Rs. 1,80,000.00 crore in the financial year 2025-26 to Rs. 2,19,306.47 crore for

1




financial year 2026-27, which shows an increase of 21.84 per cent. The Ministry also informed
that there is 17.62% increase in allocation (BE) during 2026-27 over allocation (RE) of 2025-
26. It may also be seen that there is no shortfall in the projection and allocation under capital
head and Rs.2,19,306.47 crore has been allocated against projection of the same amount.
Allocation for capital acquisition stands at Rs.1,84,931.92 crore and other than capital
acquisition stands at Rs.34,374.55 crore.

1.4 The Committee infer from the above data that out of the amount of Rs.2,19,306.47
Crore allocated for Capital Outlay on Defence Services for the Services/ Organisations
covered under Defence Services Estimate, Rs.1,84,931.92 Crore is allocated for Capital
Acquisition (Modernisation) Head of the three Services viz. Army, Navy(including Joint Staff)
and Air Force. The Service-wise Allocation of Capital Budget is under:

Services 2025-26 (BE) 2025-26(RE) 2026-27 (BE) % increase over
RE/BE of FY 2025-26

Army 33,400.68 35,239.66 41,626.89

Navy 63,000.68 67,761.86 66,924.59 Increase of 22.58% and
18.29% with respect to

Air 64,811.68 64,811.68 88,809.97 BE and RE

Force respectively, in case of

Joint 2,352.82 1,689.16 3,138.72 3 Services.

Staff

DRDO 14,923.82 15,343.82 17,250.25 In case of DRDO and
others, there is an

Others 1,511.00 1,608.02 1556.05 increase of 14.43% and

* 10.94% with respect to
BE and RE respectively.

Total 1,80,000.00 1,86,454.20 2,19,306.47 21.84 17.62
(Over (Over RE)
BE)

*Others include DGQA and Directorate of Ordnance.

1.5 The Ministry provided a comparative data showing allocation for Capital Outlay on
Defence services during the last five years as follows:



Capital Outlay on Defence Services — Growth Over Five Years

219,306.47

180,000.00
172,000.00
135,061.00 152,370.00 162,600.00

2021-22 2022-23 2023-24 2024-25 2025-26 2026-27

»Capital Budget has increased by Rs. 84,245.47 crore (62.38%) in last 5 years.

» It shows growth rate of 10.18% Compounded Annual Growth Rate (CAGR) in last 5 years.

The Ministry further informed about the component of the Capital Budget as follows:

Components of Capital Budget for FY 2026-27 Others

6,022.24

Rs. 2,19,306.47 crore Land & Works 3%

13,514.87
6%

DRDO
17,250.25
8%

MNaval Fleet
25,023.63
11%

MNaval Dockyard
4,333.70
2%

Heavy and Medium
Vehicles
4,580.16

2%

Note: Other Equipment includes Electronic Warfare equipment, Ammunition, Radars, Aviation Equipment, Guns/Tanks, etc.

1.6 The details of allocation of Mondernisation budget since last five years is given
below:



Defence Capital Acquisition (Modernization)
Budget - Growth

(Rs. in crore)

©.'111,463.00. .

T i T
2021-22 - - 2026-27

In order to be self reliant in defence procurement and manufacturing the Ministry
has earmarked a part of Defence Modernisation Budget for domestic industries, the
details of which is as follows:

Mission Atmanirbharta and earmarking of fund for Domestic Industries

(Rs. in crore)

- FY 2024-25 FY 2025-26 FY 2026-27

Domestic Foreign Domestic Foreign Domestic Foreign

Target (as 1,05,518.43 35,172.81 1,11,544.83 37,177.97 1,38,698.94 46,232.98
per BE) (75.00%)  (25.00%) (75.00%) (25.00%) (75.00%) (25.00%)
Achievement

1,17,185.91 88,577.84* 38,315.60*
(as per 15,649.82

(88.22%) (69.80%) (30.20%)

actual exp.) (11.78%)

* Shows bifurcation between Domestic & Foreign as per actual expenditure up to January, 2026.

1.7 During the course of presentation the Ministry of Defence further informed that an
initiative for earmarking of fund for domestic industries taken since FY 2020-21 to strengthen
the domestic industries. For FY 2026-27, 75% of Capital Acquisition Budget of Rs. 1,84,931.92
crore has been earmarked for acquisition through Domestic Industries i.e. Rs 1,38,698.94
crore. 25% of domestic share ie. Rs. 34,674.74 crore has been further earmarked for
acquisition of capital assets through Domestic Private Industries for FY 2026-27. In the current
FY i.e. 2025-26, against target of Rs. 1.11 lakh crore, procurement amounting to Rs. 88,577.84



crore has been realized through domestic industries and against target of Rs. 27,886.21 crore
from Domestic Private Industries procurement of Rs. 16,475.41 crore has been realized {ill
January, 2026.

Projections made by Ministry of Defence and allocations made by the Ministry of
Finance under Capital Head, Services-wise.

1.8 Details, as provided to the Committee, regarding the projections, allocations made at
BE, RE, and actual expenditure incurred under Capital heads during the last five Financial
Years and BE 2026-27 for the three Services are as follows:

(Rs. in Crore)

Service _BE _ BE _ _RE _ RE _ Actugl

Projection | Allocation | Projection | Allocation | Expenditure

2021-22
Army 51,492.10 36,531.90 38,34490| 25,377.09 25,130.94
Navy 69,088.05 32,050.02 49,039.86| 45,050.02 44 456.26
Jt. Staff 1,832.73 1,203.53 971.52 971.52 572.38
Air Force 77,140.56 53,214.77 71,176.39 53,214.77 53,217.19
DGOF 665.00 665.00 3,847.00 4,347.00 4,339.59
R&D 13,522.61 11,375.50 11,375.50 9,875.50 10,263.44
DGQA 20.00 20.00 15.00 15.00 717
Total 213,761.05| 1,35,060.72| 1,74,770.17| 1,38,850.90| 1,37,986.97

2022-23
Army 46,844 37 32,115.26 32,598.49 32,598.49 36,616.19
Navy 66,111.51 46,323.31 46,323.31 46,323.31 45,222 .46
Jt. Staff 1,511.45 1,267.68 1,403.72 1,403.72 869.02
Air Force 85,322.60 56,851.55 56,264 .54 53,871.17 44 917.78
DOO(C&S) 3,810.00 3,810.00 3,811.50 3,811.50 3,810.00
R&D 12,375.50 11,981.81 12,628.00 11,981.81 11,497.72
DGQA 20.00 20.00 10.00 10.00 6.84
Total 2,15,995.43| 1,52,369.61| 1,53,039.56| 1,50,000.00| 1,42,940.01

2023-24
Army 37,341.54 37,341.54 33,412.16 33,412.16 28,613.50
Navy 50,966.00 50,966.00 49,656.00f 49,656.00 49,859.00
Jt. Staff 1,838.75 1,838.75 1,627.98 1,396.18 903.62
Air Force 58,808.48 58,268.71 58,268.71 58,500.51 60,757.63
DOO(C&S) 1,315.00 1,315.00 1,310.50 1,310.50 1,394.00
R&D 12,850.00 12,850.00 12,942.85 12,942.85 12,723.84




DGQA 20.00 20.00 10.00 10.00 4.69
Total 1,63,139.77| 1,62,600.00, 1,57,228.20| 1,57,228.20| 1,54,256.28
2024-25

35,664.95 35,664.95
Army
34,670.21 34,226.95 40,594.03
61,193.00 61,193.00
Navy
60,488.81 59,728.00 50,324 .49
1,352.98 1,352.98
Jt. Staff 2,464 .98 2,464.98 1,687.85
Air Force 59,062.07 59,062.07
59,062.07| 47,766.14 51,426.19
1,499.00 1,499.00
DOO(C&S) 1,637.00 1,637.00 1,628.41
R&D 13,208.00 13,208.00
13,666.93| 13,666.93 14,096.58
20.00 20.00
DGQA 10.00 10.00 10.85
Total 1,72,000.00 1,72,000.00, 172,000.00| 1,59,500.00| 1,59,768.40
2025-26
Army 33,400.68 33,400.68 36,198.43| 35,239.66 26,810.53
Navy
63,000.00 63,000.00 67,761.86| 67,761.86 48,896.95
Jt. Staff 2,352.82 2,352.82 1,689.16 1,689.16 477.09
Air Force
64,811.68 64,811.68 64,811.68) 64,811.68 50,675.77
DOO(C&S) 1,496.00 1,496.00 1,495.00 1,583.02 1,494.03
R&D
14,923.82 14,923.82 15,354.32| 15,343.82 7,693.85
DGQA 15.00 15.00 25.00 25.00 14.71
Total 1,80,000.00| 1,80,000.00| 1,87,335.45| 1,86,454.20| 1,36,062.93
2026-27
Army 41,672.94 41,672.94 - - -
Navy 66,924.59 66,924.59 - - -
Jt. Staff 3,138.72 3,138.72 - - -
Air Force 88,809.97 88,809.97 - - -




DOO(C&S) 1,495.00 1,495.00 - - -

R&D 17,250.15 17,250.25 - - -

DGQA 15.00 15.00 - - -

Total 2,19,306.37| 2,19,306.47 - - -

Note:- (i) Expenditure figures in respect of FY 2025-26 are upto December, 2025.

(i) RE 2025-26 and BE 2026-27 are subject to approval of the Parliament.

Highlights of Capital OQutlay Budget

1.9 Capital Budget has two segments i.e. Capital Acquisition Budget (Modernisation

Budget) & other than Capital Acquisition

(i)

(ii)

Service-wise Allocation out of total Capital Budget — An overall increase in
allocation of 21.84% . Increase of 22.58% and 18.29% with respect to BE and RE
of FY 2025-26 respectively, in case of 3 Services.

An increase of more than Rs. 84,000 crore from Rs. 1.35 lakh crore rupees in FY
2021-22 to Rs. 2.19 lakh crore for FY 2026-27. A growth rate of more than 10 per

cent during the past five years. Components of the capital budget are as follows:

Aircraft and aero engine 29 %

- Other equipment 39 %

- Share of expenditure in Naval Fleet and Naval Dockyard is about 11 % and
2 % respectively.

- DRDO capital budget accounts for around 8 %.

- Another 6 % of the capital budget planned for land and infrastructure

projects of the defence services.

Capital Acquisition Budget

(iii)

Service-wise allocation - For 2026-27 an overall increase of 24.35% with respect
to BE and 18.10% over RE of FY 2025-26 in case of three Services. An increase
of more than Rs. 73,000 crore from Rs. 1.11 lakh crore in 2021-22 to Rs. 1.85
lakh crore rupees in 2026-27, that is a growth rate of 10.66 per cent CAGR .

1.10 The Ministry further informed the Committee during discussion on DFG 2026-27

on Capital Outlay on defence services in detail as under:

“‘we see that the growth in capital outlay on defence services has been quite steady.

There is an increase of more than Rs. 84,000 crore from Rs. 1.35 lakh crore rupees in



financial year 2021-22 to Rs. 2.19 lakh crore for financial year 2026-27. This is a growth rate
of more than 10 per cent during the past five years.

In this slide, the components of the capital budget for financial year 2026-27 have been
depicted. We see that 29 per cent of the expenditure is planned on aircraft and aero engine,
39 per cent on other equipment. Other equipment includes armaments, guns, tanks,
electronics, surveillance equipment, radars, and aviation equipment. The share of
expenditure in Naval Fleet and Naval Dockyard is about 11 per cent and 2 per cent
respectively. DRDO capital budget accounts for around 8 per cent. Another 6 per cent of the
capital budget has been planned for land and infrastructure projects of the defence services.

Now coming to the modernization budget. We see that service-wise allocation of the
capital acquisition budget and the overall percentage increase has been depicted in this slide.
The overall increase is more than 24 per cent when compared with BE of 2025-26 and more
than 18 per cent when compared with RE of 2025-26.

This is the trend over the past five years. We can see that the increase has been more
than Rs. 73,000 crore from Rs. 1.11 lakh crore in 2021-22 to Rs. 1.85 lakh crore rupees in
2026-27, that is a growth rate of 10.66 per cent CAGR.

Finally, Sir, coming to Mission Atmanirbharta and earmarking of funds for domestic
industries. In order to make defence forces self-reliant in defence manufacturing and
technology, the Ministry of Defence has taken the initiative to earmark a part of the defence
modernization budget for domestic industries from the year 2021 onwards. The targets and
achievements have been shown here till 2024-25 onwards, and it can be seen that the targets
against domestic and foreign expenditure have been achieved. If we take financial year 2026-
27, 75 per cent of the capital acquisition budget of Rs. 1.85 lakh crore has been earmarked
for acquisition through domestic industries, that is Rs. 1.39 lakh crore. Within that, 25 per cent
of the domestic share has been further earmarked for acquisition through domestic private
industries. Finally, in the current financial year 2025-26, against the target of Rs. 1.11 lakh
crore, procurement amounting to more than Rs. 88,000 crore has already been realized
through domestic industries. Against the target of more than Rs. 27,000 crore from domestic
private industries, a procurement of Rs. 16,000 crore has already been realized till the end of
January.”

Growth of Indian Capital Budget in comparison to Central Budget and Gross Domestic
Product (GDP)

1.11 Data on growth of Defence Expenditure (Actuals - all four Grants) in comparison to
Central Government Expenditure (CGE-Actuals) and Gross Domestic Product (GDP), in
absolute and relative terms, for the last five years is tabulated below:



(Rs. in crore)

Defence Def. Exp % Def. Exp %
Year Expenditure Total CGE of CGE GDP of GDP
2020-21 485681 | 3209836 13.84 1,08 54096 2.45
2021-22 500,681 | 37,93 801 13.2 235,097,399 212
2022-23 573,098 | 41,93 157 13.67 2 68,90,473 213
2023-24 6,090,504 | 44.42 542 1372 [3,01,22,956 (1stRE)| 2.02
2024-25 6,36,003 | 4652867 13.67 3,30,68,145 (PE) 1.92

Note: i. GDP figures from FY 2020-21 to 2025-26 are as per Economic Survey 2025-26 — Table 1.6-
Components of GDP at Current Prices.
ii. CGE figures for Actuals from 2020-21 to 2024-25 and 2025-26(BE) are as per Budget at a
Glance of FY 2022-23 to 2026-27.
iii. RE=Revised Estimates, PE=Provisional Estimates, CGE=Central Government Expenditure

1.12 Details of Revenue and Capital expenditure in respect of Army, Navy and Air Force as
well as total outlay and corresponding ratio for the last five years are given below:

(Rs. in Crore)

Year Service Outlay Ratio
Revenue Capital Revenue Capital
Army 1,57,092.05 25,130.94 86 14
2021-22 Navy 23,834.99 45,028.64 35 65
Air Force 34,375.46 53,217.19 39 61
Total 64
Outlay 2,15,302.50 1,23,376.77 36
Army 1,70,019.87 36,616.19 82 18
2022-23 | Navy 30,042.41 46,091.48 39 61
Air Force 45,667.15 44 917.78 50 50
Total
Outlay 2,45,729.43 1,27,625.45 66 34
Army 1,91,602.05 28,613.45 87 13
2023-24 Navy 34,261.53 50,762.62 40 60
Air Force 53,024.91 60,757.63 47 53
Total
Outlay 2,78,888.49 1,40,133.70 67 33
Army
2024-25 1,97,039.51 40,594.03 83 17




Navy
32,735.18 52,012.34 39 61
Air Force
49,331.66 51,426.19 49 51
Total
Outlay 2,79,106.35 1,44,032.56 66 34
Army 2,29,648.71 35,239.66 87 13
2025. Navy 43,887.71 69,451.02 39 61
Air Force 63,100.00 64,811.68 49 51
26(RE)
Total
Outlay 3,36,636.42 1,69,502.36 67 33

Note: RE 2025-26 is subject to approval of the Parliament.

1.13 When enquired about less allocation and expenditure on capital head in comparison
with the revenue heads and the measures likely to be taken to increase the allocation on
capital head, the Ministry of Defence submitted as under:

“Hited golc ¥ 59 I1d Ufagiie 9l g5 ol ol [ HF-R e o7 A off epedt
TART 3 | STH DHRIE 24 YR B 9l B3 61 S99 SHRI 19 3R biUed HT =l AIST $8d 6l
61 & 3R ST H4 B8l ©, 54 4R-4R U5 SIIRAY DR @ § fb HRT WY UaqufS=R, doikl 3R
UM, QRefseHe TauisaR afd 8-10 Ufdwrd Sebisl &1 dl dbited &H A &H 20 Uld=Id gbisl
&I, difdb 3y il AR & SR A BT W@ © b THRI HiYed TellbRH e 40 Ufa=Id & e
B)FITEH%H dg fR-¢fR aefg Eﬁtﬂq ...On this business of capital versus revenue, let me also
say that in the revenue component, §gd IRl Tl diof §, Sl SERdCd! 3MUd HTURRHd
N0gs &I yuifdd &l 8, o b Udl TRItfsaR il wgd, S by, 3
TR, 3 Wi Ur 981 § b W97y §uic I &I I US dicHad [T &l dig dad
gRefrere | o1 361 & | 3UH &g il Ul §, off SRRl ! SR UhRIGHY @R
TR HOfafrdts o Ht uHidd ST 8 | 2MaR 24Td Sole & dgiasl & 9R & ol b & 9dr,
SId Afdaet A 3o+ SfiaR 3ifd RearRHcH &1 Uioide fhar dl 391 saH & fb afe 10 9 12
UlA=Id Seb1ol B A1 39b! blued drge | A, df 34 o Hl R @RI 6, 3 36 HIe HR
qEl| Fifh g T WEY 96d 61 ol RIE MR & $ a9q ¥, sdfau B 4
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IR ol fb gA ST 10 ufawd =gl dfcd 20 UfIUd SHIS B 3R TD! BIgd ST db
IR B, difd STt & IR & dR W gH 2.5 Ufdd db Sl Ui gARI f[daR § fb sl &

AdIed 3R 3! BRUG 15 I 20 AR @I dglaR] biucd gofc § el k8, df 39d! IRI
PuUfafact RaarReey, Sl Ul 1. g, d 3] GR1 & @ ([yfd 7 |

W, Y FRI5d Wi & SR H BT ¢ | Hagd uRdold ¥ Sl 99 [FR1ged §, d diued
UipforRE & urd § Sy Ui o™ $I8Rd & Aregd A gl gid ol 98 Sl 2.1 dRd RIS &l

HISIguIRM I §IC B, so under the same, missiles and various other systems will be procured

using this allocation itself. *
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CHAPTERIII
DEFENCE PLANNING

The Ministry informed the Committee that on the way to the goal of Developed India
2047, we have to face an extremely volatile geopolitical environment all around us which is full
of intense regional confrontations and global engagements. Although our soft powers and
diplomatic channels are active however whenever the need to establish a credible deterrence
arises, it is imperative that they also meet the strong support of hard power. Therefore, to
ensure a safe and secured nation a robust military strength is strong prerequisite. In this
scenario defence planning emerges as critical necessity. Defence Planning become an
imperative to achieve territorial integrity and sovereignty, geo-political stability culminating in
Viksit Bharat 2047. A dynamic defence planning is also necessary to void security risks due to
certain challenges like evolving character of warfare, active borders, technological asymmetry,
legacy systems and terrorism etc.

2.2 Keeping in mind the diverse need of all the three services, Headquarters, Integrated
Defence Staff (HQ IDS) had been made as a single point contact to ensure a joint planning for
all the three services. HQ IDS has developed system called the Integrated Capability
Development System (ICDS) which is a top down iterative process through which the defence
planning is carried out. A brief about various level of planning in the form of flowchart is
enclosed below:—

z INTEGRATED CAPABILITY DEVELOPMENT SYSTEM (ICADS)

A i ) ) Security Scenario
| RakshaMantri Operational Directives (RMOD) | ) T Rt

National Military Objectives (NMO) J
[ Integrated Military Missions _l
| Desired Military Capabilities )

En En
Capmty Technegl?:gy

DRIVERS

Analysis & Identification - Alternatives

Acquisition - Prioritised Capabilities

[ Inputs - Budget Availability r \/ Mapping - Requirements - Budget

10 year Integrated Capability DevelopmentPlan (ICDP)
5year Defence Capital Acquisition Plan (DCAP)

2 year roll-on Annual Acquisition Plan (AAP)
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2.3 Highlights of Defence Planning Process

- Integrated capability development system referred as ICADS is a
framework, which ensures the foundation of the defense planning process.

- Derived from the Operational Directives of the Minister of Defence.

- Military capability are assessed and to fill capabilities voids and prioritized
capabilities are identified

- A 10 year Integrated Capability Development Plan (ICDP) which comprises
of 5 year Defence Acquisition Plan (DCAP) and 2 year roll on Annual
Acquisition Plan(AAP) is devised to initiate acquisition of prioritized
capabilities.

- The focus of ICDP is on modernization of armed forces which envisages not
only acquisition of arm and ammunitions rather creation of a comprehensive
eco system which requires an effective organizations and structures for
sound war fighting strategies and supporting doctrines.

- Entire complex matrix works on two procedural frame work i.e. (a) Defence
Acquisition Process (DAP) 2020; and for sustenance needs (b) Defence
Procurement Manual (DPM) 2025.

- Defence planning is moving forward with a Whole of Nation Approach to
achieve modernisation of armed forces.

2.4 During the presentation on DFG 2026-27, the representatives of Ministry apprised the
Committee about Defence Planning Process, prioritized requirements and Integrated
Capabilities Development System as follows:

"[dH AT URA - 2047 & &g Pl g W g4 U+ dRI 3R UH d8< Volatile geopolitical
environment [ HHAT $Al Us gl % Sl intense regional confrontations and global
engagements | wganéwnﬁm’uftrhﬁaa%@ﬁﬁamawﬁm% dfcbT o9 o
SHARGDT B, U hiSad ey JMUd B & (U 35 816 UlaR Bl Holgd JHAd= Hf -
AR g 1 3UIT 31 & 54 &R | U A% 3R RS A= AT B & AU robust military
strength &1 BIFT U 3fdd 3M[ARGD prerequisite d AT g1 39 daH # fehy @i tsh
critical necessity WW%I gg Heul Wqﬁﬁ@ﬁamwmﬁ% but it is a crucial
imperative Sl GHR SRIAA RIAARICH &1 JdIEd BT o1 1Y ol A1, 399 U 319
PISHIRId thHdd &l U YTt o, ORI a8 g1 fdhar ol 61 § 9 gURT 3{TURRM Yoy
P! Uiftae o] IR fddr ST SR 3 SIERd & IR Jed Hi fadr S|
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f&hY W+ &1 UIY SUR national means and desired strategic ends &I Udh JH-4Y
%I Udh dXh Bﬁﬁ URy HIg % NIRED strong industrial base, a viable financial framework,
indigenous R&D capability and skilled human resources Ux SR %I g gl guR ﬁﬂ!
Tremed RARIS BT dH ®Rd g, Al 59 UG Bl 3cHH U dGa- Bl IRAT H& daorel o ol
feRT g3l % o fb eH Udh ﬂﬁ Q:IﬂUTQQTIﬂ—C' H 3{[UC IR Q% % SIf evolving character of warfare,
active borders, grey zone terrorism @[%WI%H%QTGITW%I qY E?WITU, ©H capability voids
CARESCRE RN technological asymmetry G| Q?fl Eb_ﬁ, scale of production Ea Eﬁﬁ 3R
legacy systems Pl HTSﬂT%\.ﬂ S T Ul FRAOR ugrRd %I sﬂﬁq o 1T ORI BT Sifsolfdea
g1 delolol ®l ghideadl Adiie &1 8, difd g4 31U 3iediie Uy &l AR H b, ol &
[T HRd - 2047 & AU 4, AR THaRRAHE UM $H-d [y sii-ard g

Integrated capability development system ford 3ﬂ§ ?bq%l & 9 A i SIET S % dg
Udh Whidd o, Sil (S Wi Uk &1 -i1d AT &Rl 81 5961 YB3 National Military
Objective I BIdl g, Sl b &1 {1 & ITRRAT SRfdesy ¥ f5rgas fHu MU g1 sud iR
AR B Baed Hd Y §Qﬂ:ﬁ & capabilities PT net assessment 3R Ejﬁ?ﬂ R H U
RERICACIRL] ‘E?TFREITTPJT%I %W@@Hmﬁﬁﬁq integrated military missions 3?1?3%
BRI @R & (AU [T Hulsddtsl SFRE &I Il §1 514 §H desired capabilities P ol
existing I dHd % dr gd capability voids Pl Giﬁ?aﬁtﬁlg A I Hae foredt %I 5?@7 dic
TR 31R 3feefecd Bl 31 SehTs B BT U U Y3 gidT 8, difds 51 alasd &l fhal
a1 S b SR JHT Afdds & AU S prioritized capabilities T TSR fddT ST A |

Prioritized requirements @I TRSIRET dolc & 1Y [AIH U8 URAR fbar Sidr § &b
PUTIETS BT STAUHC Udh deivs 3R o U-R U 6, difd I} 79 &I tgd fohar off g |

3AGh S U &1 BIgd SIaRed ¢ - G4 ATl &l 3icdcs bufsdc! sqaqHe Wi A
& smsdietd, forw af daasfy fothy Hfted Tadiciem @iy 2nfid § 3R &l I &7 roll on
Annual Acquisition Plan (AAP) foi & Tudl g1 ST 8 |
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33 sfedes duferdt Saaudic Wi & @ | [Gd §U HId S BRI & ATeIgoIH
R gl HisAgeIRM &I ddad Kb SR uus TR &1 THEISIRA T8l §, dieh 48 Udh
aﬁﬁﬂ%ﬁlﬁ' 5?173[ ey % 1l sound war-fighting tailored effective organisational Pl T Bl
21 3P AU S B BRIV B RearRdie Sifgrr [ yem o +f sifanf 8
eIl tRiufded bufsidtel & WU S &I 3 ard anf &1 RaarRAcy Il $1 oidl &,
dif I YT fobar o1 ad b SS 3s BRI gRT fShrgs RadamRAcy &l ergd W Sfaa
PRSP

D Y- fSHY 3R, UUS SI., UISIRM 3R TG 1 Udh RihbFgss sawedc ol
ARG DT g, oG U assured financial support @1 3TUR U B11 39 BN iR Bl
TR 6 & [T B4 <l URIIoRd WhHdd & dgd &1 &3 8ld o | Biucd Uddiol=-g & iy

Defence Acquisition Process (DAP) 2020 and for sustenance needs Defence Procurement

Manual (DPM) 2025 &1 3%dHTd fhAT ST 81 In a sense, BH BRI AISAISOIRMA &I 3EH B
3! fe=n H U Id-3{h-A%Hd T & 1Y FRER M 9g | 81"
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CHPATERIII

PROCUREMENT POLICY FOR DEFENCE SERVICES

The Committee understand that Defence Acquisition Procedure governs the capital
acquisition for Ministry of Defence. Since the defence requirements are unique in nature, their
acquisition procedures are also unique. Defence Acquisition Procedure aims to establish a
specialized framework which simplifies a complex procedure and brings uniformity and
standardization among Services. The procedure aligns with the National security imperatives
and every purchase strengthens the national security infrastructure. It synthesizes operational
needs, fiscal framework and Industrial capabiltity which in long run ensures securing strategic
autonomy. It infuses contemporary technologies and addresses obsolescence in short lived
technology cycle.

3.2 Government of India is committed to equip the Indian Armed Forces with niche
technology equipment and platforms, without any delay to meet the entire spectrum of security
challenges. Since operations are becoming more and more net centric, the need of the hour
is to make our forces ready for fighting next generation wars. With this view, earnest efforts
are being made for tapping the potential of advanced technologies and keep the Armed Forces
future ready. Consequently, Defence Acquisition Procedure (DAP) 2020 was introduced on
30.09.2020 to reform and streamline defence procurement, with a focus on industry growth
and security needs.

3.3 When asked regarding the estimates, allocation of budgetary funds and the actual
expenditure during the last five years for implementation of major objectives of the
procurement policy, the Ministry states as under:

“Defence Capital acquisition is carried out in accordance with the Defence Acquisition
Procedure (DAP) and the two year roll-on Annual Acquisition Plan (AAP). The cases listed in
the approved Annual Acquisition Plan (AAP) are progressed as per the DAP provisions and
funds allocated and budgeted under the capital Acquisitions heads of concerned Service for
the given financial year.The Budget Estimates (BE), Revised Estimates (RE) and Actual
Expenditure under Capital Acquisition (Modernisation) Head for the last five financial years
and current financial year are as below: -

(% in Crore)
Year BE RE Actual
2020-21 90,047 .80 1,14,320.30 1,18,966.44
2021-22 1,11,463.21 1,13,717.59 1,13,781.27
2022-23 1,24,408.64 1,22,690.98 1,17,330.19
2023-24 1,32,301.27 1,29,528.26 1,29,184.84
2024-25 1,40,691.24 1,30,916.35 1,32,835.72
2025-26 1,48,722.80 1,56,588.89 1,19,378.76
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| (Upto Dec, 2025) |

3.4 Highlights of Defence Procurement Policy

(i)

(ii)

(iii)
(iv)

(V)
(vi)

(vii)

(viii)

(ix)

Defence Capital acquisition is carried out in accordance with the Defence
Acquisition Procedure (DAP) and the two year roll-on Annual Acquisition Plan
(AAP).

Allocation of Rs. 7.85 lakh crore shows robust increase of 15.19 increase over FY

2025-26 out of which Rs. 1.85 lakh crore specifically earmarked for Capital

Acquisition.

75% of the acquisition budget reserved for domestic industry which is a decisive

push towards attaining self reliance.

25% of R&D budget has been given for industries, Start-Ups and Academia for

increased innovations in defence sector.

DRDO Budget increased from Rs. 26,816.82 Cr to Rs. 29,100.25 Cr.

Defence Industry Corridor set up in Uttar Pradesh and Tamilnadu to strengthen

indigenous defence production.

Support to MSMEs and Start ups through ADITI, IDEX and TDF schemes.

Various measures being taken for institutionalization of self realizations are as

follows:

(a) Highest priority to buy Indian IDDM (Indigenously Designed, Developed and
Manufactured).

(b) Notification of Five Positive Indigenisation Lists (PILs), which is a big step to
promote indigenisation in defence sector offering a great opportunity to the
Indian defence industry to manufacture these items using their own design and
development capabilities to meet the requirements of the Indian Armed Forces.

(c) Introduction of the ‘Make’ Procedure of capital procurement is for greater
participation of Indian Defence Industry including private sector, through three
procedures- i. ‘Make-I' category (70%Government Funded), ii. ‘Make- 2’
Category Make-II' category (Industry funded) - Design and development and
innovative solutions by Indian vendor. iii. ‘Make- 3'- Make-Ill (Manufactured in
India through ToT from FOEMSs).

(d) A portal named ‘SRIJAN’ to offer Defence items to industry for indigenization
has been launched which has notified two lists of so far- (i) 5" Positive
Indigenisation List for DPSUs — 5012 ites; and (i) 5" DMA Positive
Indigenisation List- 509.

(e) Minimum 50% indigenous content in all cases of procurement.

Foreign Direct Investment (FDI) policy also liberlised thereby allowing FDI under

Automatic Route up to 74% and beyond 74% through Government Route.
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(x) The Draft Defence Acquisition Procedure 2026, now in the public domain,
introduces a refined strategic framework to further streamline our acquisition
process.

(xi)  Focus on retention of intellectual property rights.

(xit) Barriers for MSMEs and startups are removed by easing financial barriers and
adopting spiral development to enable their improvement.

(xii) Ease of doing business is complemented by specific measures, such as simplified
trials and streamlined vendor registration.

(xiv) Graduatation from the Make in India era, which largely relied on transfer of
technology, to a new paradigm of Owned by India defined by co-development and
IP ownership, establishing the nation not just as a manufacturer, but as a global
design powerhouse.

3.5 During the discussion on DFG 2026-27, the representatives of the ministry informed
about the Procurement Policy, defence acquisition and self reliance as under:

“Integrated capability development system foiI Gim & A I ol 1 ST B, 98
Udh hHdd g, ofl [Sh W YR @ -1 T Hdr 51 59P! YPSHTd National Military
Objective I Bidil g, il fdv &l Tl STURRAA SrRfdeay J (1308 [hU U § 1 598 RN
AR ol ey dvd 8U GRATT & capabilities BT net assessment 3R g rar 4R § Sudsy
db-Idb] &1 HY & AT 1 51 59 Dfecicd YR & SIRT integrated military missions 3R
ﬁﬁﬁﬂﬁ%ﬁﬁﬁ@wmaﬁﬁﬁﬂglmﬁdesired capabilities &1 T
existing I Hd g dl sy capability voids &1 3ZSICHI &3 H Hag [Addl ol 39b dla
TR 3R 3feerAICo Bl SIS S[CHIg B BT U YR I BT 6, dlidbs diagd @l {thal
41 ST ah IR T Fiddsr & U st prioritized capabilities T TSI fhdT Sl v |

Prioritized requirements @I URSIRET §ole & A1y [HAHR I8 TR {HAT Sl §
[HHUIICTS &1 STAULE Udh SaS 3R Bros H-R I I, difds Gt Ten! ug s fdoar oI o |

IAEh ST UKD BIgAd Sfddisd o - &4 Jldl &l gicdcs bUlsic! sqauHc Wi
gl & e, foraw &t ddadify fsthy bfteq vadicier wia 2nfie g3k & 91d &1 roll
on Annual Acquisition Plan (AAP) TSR b Ul %81 ST 5
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3 3felcE HUlICT Saautic WM &l & H Rdd gU BIRT 3T BRI & AlSHIguI=H
WR g1 AleAgoRM &1 Adad b Rl tus TRHRA &l THISIRHE g1 6, 9icdh d8 Udh
PIWISRa 5db! {¥TH g, Sl sound war-fighting strategies, supporting doctrines JTWW\?R
ard & %U, tailored effective organisational I HAT BT %mﬁ? %U, 3@@ Pl BRIV DI
RaarRAe o famar fafoifsid ver r i eifard g1 2aiarsll witfded bufsidie & sy
SS Bl M arel aNf &l ey gl &1 Siidl &, difd ag e fobar o ad 6 S
IS B gRT SWIE S RAARRICYH Bl TIgH WR SiAdR B b |

b Y- FSH SR, YUS I, TSR AR WG 7 T R-epiigos sdieHc bl
ARG D I 5, ToRY U assured financial support &I 3TYR Ul §l1 39 HIeciay fﬂ?ﬁFﬁ G|
THARIE B3 b AU §H &l URISRA ThHddh & dod B B Bld © [biued Uddiol==g o fau
Defence Acquisition Process (DAP) 2020 and for sustenance needs Defence Procurement
Manual (DPM) 2025 T S&IHIC fBAT ST 81 In a sense, TH BT ATSIZOIR I 3fdTH B+
b {2 Aud oglel-3Hth-el YU & J1Y FRA A 9g W &

3fd §H DAP & dR ¥ <7 IgHR HigHIguR §de &l bufseidl # sqaq & fay fShy
Tad o URISR A4t bited vadislierg & g us afi1 A9se & & # S Har1g 1 gd
g AT G b fSthar Raararele oig o1 # Z:iieh gicll €, 33T 35 Zriieh UIRiioR &1 S
2 ISy Tadioler URISR U WiRGagss hHds &l MU BT 8, S HIcia T-as &
RTiIwTg Hrd U Al AN & ol GBI 3R TS SIgolRM HRdl ¢ | a4 Hgayul d1d
g § I U8 B hiUcd Ul &I national security imperative & 1Y TS HRdl 6, orad
T AR gidT 2 & U AT oW 3l AR sifheder &) HAolgd Bl © [harHa,
S uadiSi=RH URioR I dioll difsst &=l 6 - operational needs, fiscal framework and
industry capability. agl TdIgTHE o, ol gl SWhidcadl strength to respond Yal-d Hdl EEIN
Sfecedl 39 Jlqe YRS BT uTe $Hrd gH strategic autonomyﬂﬁﬁlﬂ*ﬂ?av_{ﬁ%, SR
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BH contemporary technologies @I agile infusion IHd Bl g, 19 g U=AR BIdl § v short-
lived technology cycle & 3 R ¥ gH 3T g GHRIT 3FI G |

ﬁ?ﬁﬁ?ﬂﬁ?ﬂ ThAdd aﬁqu\d B %%HWWHW%WM unwavering
fiscal commitment GRIT TR §1 7.85 AR RIS U Pl Talb 3 fUsd fdwiia 9y & gabrad
U JIE 15.19 Ul S-hbiol G-Il 5, oraH I 1.85 AR dRIs 394 WRifhddl biucd

TSI & AU SaRAES fhu U gl

b Ry &1 &= # v (SA15&8d g1 &d gU HiUed UdisiRA ol @l 75 Ula=id
TR AN b fAw SeRerd fhar mar 8, 5w g afRfEa fbar o 31§ 6 R wisAfRad
3cdyl WY dR R GHR AR SSREIA o9 Dl Holgd dhi |

SR DI Hi 51 96191 ¢ 36 © | BUR 3R, UUS SI. BT 25 U= S8K |, We- 3R
Uh ST & AU 31U+ fhar T/ g1 59 Bidd &l 29,100 HRIS 3UYY & SISRSISHT TAIHRH J
ol frerdl Bl

SIRETR & daH H, Ik Uew SR affiarg Rd SsRead SIS td dabdl ol
RE BB © AR ST HINSH 11 1IgH €, Sl "Wl TS W' $l JUl H 3% &, dlid AHad
Sefegagiede o1 TR BT Sl Jdb [gHR THUHTAS 3R WIE-3 Sl JUlc D & oy
3ffefd, sTgod SR ISIuw SRl Wh g cutting edged innovation and military application &
dld & U &l WIIR HH HI Il 5|

e RARY Dl SR TERAAISS B & [T dhs Heayul uiferi sHfRufesy fau MU Bl
Buy Indian IDDM &¢ Rt &I Ied UIdfddr 1 off g1 &, oIl WaRil f$WIgH, SaauHesiR
AT &1 R GHR HGH DI G § | Wl &Fdl &l dgM o [ uitfded 3 A UiRfioR
& fUed o aral § g foar AT 8, 9151 Make-| prototype development & falt 70
YlAd WRBR] KIS Wags & Wil 8, dol Hdb-2 3R Hb-3 o%i-ds YR & SIRY gHIE

GCIeYRM R Bl Hd 6
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BRI SS% | 3I [SHIS R & 32T I JoId Uicd gHRI positive indigenization lists
Pl THI DR 3R WD ISR b SIC Bl o dReb gH 53 HIdbT ol Uagda|Iad]
YRt Aafarsi & fau Red #R fear g

TiRIRHe 3t it Hrle 7 weeh Hrce &0 A & 50 Ufa=rd @1 741 8, form 4 50
UlA=Id Werll dl<c JueddR, AeRFd AT Sy & &4 H giH1 Hi 3{Har g1 39d SarT,
e Saveic &l Seldl o & AU o+ fqexll yder Haw & ol faserss fear g, o
fictAfed e & ded 74 UfA=rd &t sigHia &1 1l § SR {9 Arel # Als Saiaroll &1 uad
QM 8, STH a-1He T & dgd 100 Uld=Id Uhelsg Hi Wiari g1

3.6 Capital Procurement and Annual Acquisition Plan

The Committee have been informed that Capital procurement cases are taken up by
MoD based on Annual Acquisition plans and is being processed as per delegation of financial
powers. Three Joint Secretary cum Acquisition Managers are the nodal points for capital
procurements for each Service respectively. Capital procurement cases upto to 300 Cr. are
delegated to Services HQs and cases above ¥300 Cr are processed by Ministry of Defence.

3.7 During the course of presentation, the Ministry apprised the Committee that there has
been an upward trajectory with respect to Acceptance of Necessaties (AoN)s signed during
the FY 2024-25 was more than the Rs 2 lakh crores and same is maintained during the
current FY 2025-26 as mark of contracts valued Rs 2.10 Lakh crore has been crossed. The
Chart showing Contracts signed since 2020-21 is as follows:

CONTRACTS SIGNED SINCE 2020-21

250000

212,823

200000

150000

Value (% In Crores)

100000

8
i

70,778 72,818

50000 258

144 121

(1]
2020-21 2021-22 2022-23 2023-24 2024-25 2025-26

Financial Year
Till Date
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Dependence on Foreign Suppliers

3.8 The Ministry furnished the following information on Defence equipment/items currently
being imported and details of price and country of origin of these equipment:

“During the last financial year (2024-25) and current Financial year 2025-26 (upto December,
2025), total 456 capital acquisition contracts have been signed for capital procurement of
defence equipment for Armed forces, out of which 49 contracts have been signed with
vendors from foreign countries for capital procurement of defence equipment.

Capital procurement of defence equipment are undertaken from various domestic as
well as foreign vendors, based on threat perception, operational challenges and technological
changes so as to keep the Armed Forces in a state of readiness. The equipment so inducted
are being optimally exploited for operational purposes by the Defence Services.”

3.9 The Ministry further informed about the expenditure on defence equipment imported from
foreign vendors and acquired from indigenous sources over the last ten financial years.
Details of Budget Estimate and procurement made from Domestic and Foreign procurement
from Capital Acquisition (Modernisation) Budget for the last ten years and for FY 2025-26
(upto Dec, 2025) are as under: -

(XinCr)
Year Total Capital Domestic Foreign Total
Procurement Capital Capital Procurement
(Budget Procurement | Procurement
Estimates)

2015-16 77,406.69 39,149.63 23,192.23 62,341.86
2016-17 69,898.51 41,872.03 27,278.09 69,150.12
2017-18 69,473.41 43,696.86 29,035.42 72,732.28
2018-19 74,115.99 38,963.68 36,957.06 75,920.74
2019-20 80,959.08 52,920.70 38,156.83 91,077.53
2020-21 90,047.80 76,073.98 42,786.54 1,18,860.52
2021-22 1,13,717.58 74,130.25 39,651.02 1,13,781.27
2022-23 1,24,408.66 79,060.43 38,123.84 1,17,184.27
2023-24 1,32,301.27 93,376.78 35,746.70 1,29,123.48
2024-25 1,32,628.55 1,17,265.23 15,649.82 1,32,951.05
2025-26 1,48,722.80 82,331.47 37,047.31 1,19,378.78

(Upto

Dec,2025)
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3.10 When the Committee enquired Whether India’'s dependence on foreign suppliers for
military hardware have reduced significantly in the recent past and If so, the details thereof
along with the reasons. The Ministry replies as follows:

“Yes, India’s dependence on foreign suppliers for military hardware has reduced
significantly. This is mainly attributed to policy initiative taken by MoD to promote Atmanirbhar
Bharat and Make in India initiative and to ensure transparency, fair competition, level playing
field and ease of doing business. As a result: -

(1) Inthe F.Y. 2024-25, MoD signed 124 contracts worth Rs 2 lakh Cr (approx.) and 86%
of the same were signed with Indian vendors. Further, in the same FY, out of the total
capital acquisition expenditure of Rs. 1.33 lakh Cr (approx.), 88% was utilized for
procurement from Indigenous sources.

(i) In the FY 2024-25, our Domestic Defence Production reached Rs. 1.50 Lakh Cr
marking a record high, with an impressive increase of 226% from Rs. 46,429 Crin FY
2014-15"

3.11 The Ministry further informed the value of imports in the last five years separately for
three Services along with procurement from foreign vendors out of total procurements. As
per CGDA Data, details of Capital Procurement through Indigenous and Foreign sources (Rs.
in Crores) for the period 2021-22 to 2025-26 are appended below:-

Year Total Procurement P;z:el:;t:]m\fen:;::;n
2021-22 1,13,511.11 40,325.09
2022-23 1,17,015.31 38,123.84
2023-24 1,29,074.25 35,746.70
2024-25 1,43,088.87 15,649.81

2025-26 (till Dec 25) 1,27,329.74 37,047.32

3.12 Further, as per CGDA data, imports for three services (Rs. in Crores) for the period
2021-22 to 2025-26 is as follows:-

Service 2025-26 (till
s 2021-22 2022-23 2023-24 | 2024-25 Dec 25

Army | 361425 | 11,696.95 |1,471.77 | 1,707.18 2,155.58

Navy | 16,283.62 | 13,316.44 |6,373.96 | 8601.77 | 29,794 .21

Alr 20,427 .22 13,110.45 27,900.9 | 5,340.86 5,097.53
Force 7
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Total | 40,325.09 | 38,123.84 | 35,746.7 | 15,649.81 37,047.32

3.13 The Ministry when asked about the value of indigenized production in percentage/ rupee
terms in the form of equipment, armament, ammunition in comparison to exports, replied as
under:

The trends in Value of Production (VoP) and Export (Rs. in Crores) in the last five
years are indicated as below:

Year Total Production Total Export
2021-22 94,845 12,815
2022-23 1,08,684 15,918
2023-24 1,27,434 21,083
2024-25 1,54,071 23,622
2025-26 65,195 25,929

(till Sep 25) (till Dec 25)

3.14 The Ministry while replying the preliminary list of points regarding action plan by the
Government to make the country self-reliant in Defence production and progress made till
date have informed that the following initiatives have been taken by the Government to make
the country self-reliant and their progress is as under: -

(a) Defence Acquisition Procedure 2020 is driven by the tenets of Defence Reforms
announced as part of ‘Aatmanirbhar Bharat Abhiyan’. Further, DAP 2020 is under review.

(b) In order to promote indigenous design and development of defence equipment ‘Buy
{Indian-IDDM (Indigenously Designed, Developed and Manufactured)} category has been
accorded top most priority for procurement of capital equipment.

(c) Department of Military Affairs (DMA), Ministry of Defence, has notified Five Positive
Indigenisation Lists (PILs), 15t First Positive Indigenisation List of 101 items on 215t Aug’20,
2" Positive Indigenisation List of 108 items on 315t May’21, 3™ Positive Indigenisation List of
101 items on 7™ Apr'22, 4" Positive Indigenisation List of 101 items on 19" Oct'22 and 5™
Positive Indigenisation List of 98 items on 4™ Oct’ 23 with the timelines beyond which the
items will be procured from domestic industry. This is a big step to promote indigenisation in
defence sector. This offers a great opportunity to the Indian defence industry to manufacture
these items using their own design and development capabilities to meet the requirements of
the Indian Armed Forces. These lists include some high technology weapon systems like
artillery guns, assault rifles, corvettes, sonar systems, transport aircrafts, light combat
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helicopters (LCHs), radars, wheeled armoured platform, rockets, bombs, armoured command
post vehicle, armoured dozer and many other items to fulfil the needs of our Defence
Services.

(d) The ‘Make’ Procedure of capital procurement is for greater participation of Indian
Defence Industry including private sector, through the following procedures:-

(1) ‘Make-I' category (Government Funded): There is a provision for funding upto
70% of development cost by the Government to Indian industry. In addition, there are
specific reservations for MSMEs under the ‘Make’ procedure. So far, 38 projects
relating to Army, Navy & Air Force have been accorded ‘Approval in Principle’.

(i) ‘Make-II' category (Industry funded): Design and development and innovative
solutions by Indian vendor, for which no Government funding will be provided. Number
of industry friendly provisions such as relaxation of eligibility criteria, minimal
documentation, provision for considering proposals suggested by industry. So far, 104
projects relating to Army, Navy & Air Force have been accorded ‘Approval in Principle’.

(i)  Make-Ill (Manufactured in India through ToT from FOEMSs): In order to promote
Indigenous manufacturing, though not designed / developed indigenously, import
substitution for product support of weapon system/equipment held in the inventory of
the services, so that Indian firms may manufacture these either in collaboration or with
ToT from foreign OEMs. So far, 04 projects relating to Army, Navy & Air Force have
been accorded ‘Approval in Principle’.

(e) The Government has reviewed the Foreign Direct Investment (FDI) policy in Defence
Sector in September 2020 thereby allowing FDI under Automatic Route up to 74% and
beyond 74% through Government Route wherever it is likely to result in access to Modem
technology or for other reasons to be recorded. Current FDI policy facilitate upto 100% by
Government route wherever, it is likely to result in access to modem technology or for other
reasons to be recorded. Increasing the automatic route till 100% will nullify the ownership of
domestic partner. FDI in Defence sector was liberalized with the notification of revised policy
by Department for Promotion of Industry & Internal Trade, Ministry of Commerce & Industry
vide Press Note no. 4(2020 Series) dated 17.09.2020. Since, the notification of revised policy,
there has been an inflow of over INR 2273.94 Cr. till December, 2025.

(f) An innovation ecosystem for Defence titled Innovations for Defence Excellence (iDEX)
has been launched in April 2018. IDEX is aimed at creation of an ecosystem to foster
innovation and technology development in Defence and Aerospace by engaging Industries
including MSMEs, Start-ups, Individual Innovators, R&D institutes and Academia and provide
them grants/funding and other support to carry out R&D which has potential for future
adoption for Indian defence and aerospace needs. A Grant of Rs 498.78 Cr. has already been
sanctioned for Scheme for IDEX for the period 2021-22 to 2025-26 (five years) Another
scheme under iDEX, named ADITI (Acing Development of Innovative Technologies with
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IDEX) with a budgetary support of Rs. 750 Cr. for the period 2023-24 to 2025-26 (three years),
has also been launched to provide support with grants of up to Rs. 25 Crore, targeting
development of cutting edge, critical and strategic technologies. Three editions of ADITI

challenges have already been launched. Till 315! Dec 25, 541 Contracts have been signed
with IDEX Winners (Startups/MSMEs).

(9) For providing opportunities to Indian industry under ‘Make in India’ in Defence a portal,
namely SRIJAN DEFENCE has been launched in August 2020 for DPSUs/Services with an
industry interface to provide development support to MSMEs/ Startups/ Industry for import
substitution. As on 31 Dec 2025, Srijan portal data is given below; -

Items available on SRIJAN Portal for ‘Public View’ 46300+ items
Items indigenised 15500+ items

(h) Government has notified the ‘Strategic Partnership (SP) Model in May 2017, which
envisages establishment of long-term strategic partnerships with Indian entities through a
transparent and competitive process, wherein they would tie up with global Original
Equipment Manufacturers (OEMs) to seek technology transfers to set up domestic
manufacturing infrastructure and supply chains.

(1) An Inter-Governmental Agreement (IGA) on “Mutual Cooperation in Joint Manufacturing of
Spares, Components, Aggregates and other material related to Russian/Soviet Origin Arms
and Defence Equipment” was signed in Sep 2019. The objective of the IGA is to enhance the
After Sales Support and operational availability of Russian origin equipment currently in
service in Indian Armed Forces by organizing production of spares and components in the
territory of India by Indian Industry by way of creation of Joint Ventures/Partnership with
Russian Original Equipment Manufacturers (OEMs) under the framework of the “Make in
India” initiative.

) Product list requiring Industrial Licenses has been rationalized and manufacture of
most of parts or components do not require Industrial License. The initial validity of the
Industrial License granted under the IDR Act has been increased from 03 to 15 years with a
provision to further extend it by 03 years on a case-to-case basis. Further, 800 licenses have
been issued to 472 companies till 315t Dec, 2025 for manufacture of various Defence
Licensee items.

(k) Department of Defence Production has notified 46 items under the latest Public
Procurement Order 2017 notified by Department for Promotion of Industry and Internal Trade
(DPIIT), for which there is sufficient local capacity and competition and procurement of these
items shall be done from local suppliers only irrespective of the purchase value.

(1 Defence Invester Cell (DIC) has been created in Feb’ 2018 by the Ministry to provide
all necessary information including addressing queries related to investment opportunities,
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procedures and regulatory requirements for investemnt in the sector. As on 31 Dec 25, 2037
queries have been received and addressed by Defence Invester Cell.

(m) Make-in-India policy and Self-Reliance in Defence Production is as follows:-

I. Inlast five years, a total Nos. of 72 Proposals of Cost Rs 264,767.25 Cr have been
accorded AoNs for systems Designed and Developed by DRDO to Make the country
self-reliant in Defence Production.

ii. Till date, Production value of D&D Systems by DRDO is Rs 625817.68 Cr (Inducted:
Rs 114454 .27 Cr and Under Inducted Rs 511363.41 Cr.)

iii. The DRDO under the Ministry of Defence has initiated various initiatives to promote
self-reliance and indigenization of Defence Technology as a part of “Atmanirbhar
Bharat” & ‘Make in India’ initiative. The details of the scheme are enumerated below:-

(a) Technology Development Fund Scheme is a program of MoD (Ministry of Defence)
executed by DRDO under Make in India initiative. The Government has approved
TDF Scheme to encourage industries especially MSMEs and Startups to design
and develop various defence technologies.

(b) Launch of Deep Tech Projects:-The process of the selection and identification of
Deep Tech projects has been initiated under TDF Scheme.

(c ) Enhancement of Funding under TDF scheme- The project value under the TDF
scheme has been enhanced from Rs 10 Cr to Rs 50 Crper project.

(dJAmendment _of TDF SOP:- In the scenario of enhancement of role and
responsibility of the Dte, the TDF SOP has been amended accordingly to simplify
the existing process to make it more effective and efficient.

(e) Enhancement of Grant-in-Aid:- An additional grant/Carpus of Rs 500 Cr has
been approved by Hon’ble RM to cater for Deep-tech and cutting edge projects as
separate verticals under TDF.

(f) Dare to Dream Pan India Innovation contest: Dare to Dream is a Pan India
Innovation Contest to support startups& innovators to contribute in Defence
ecosystem. Through this DRDO invites innovative ideas and best ideas are selected
and awarded. Four versions of Dare to Dream (D2D) Contest have already been
successfully conducted. Dare to Dream (D2D) 5.0 is at present going on.

iv. Further, a total of 85 projects of the total cost Rs. 357.48 Cr. have been sanctioned
to various Indian industries under TDF scheme so far.

3.15 The Ministry have also informed on allocation of funds and actual utilization for the past
five years for ‘Make in India’ Project as under:
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“The ‘Make in India’ initiative is being persued in the ministry through various policy
interventions including according priority to acquisition of capital defence equipments from
domestic sources as per provisions of DAP 2020. Details of budgetary allocation as received
from MoD (Fin) and details of expenditure of Domestic Capital Procurement Fund as received

from CGDA, are as below: (Rs. In
Crore)
BE Actual Expenditure
YR
Amount Amount
2021-22 71,438.36 74,130.25
2022-23 84,597.89 79,060.43
2023-24 99,223.03 93,376.78
2024-25 1,05,518.43 1,28,339.05
90282.42
2025-26 1,11,544 .83 (till Dec 25)

3.16 During discussion on DFG 2026-27, the representatives of Ministry submitted before the
Committee about Defence Acquisition Procedure, IPR and Procedural reforms as follows:

“GHR SFHAT TR TR SIUE fShY Tld oM URISR 2026 Sl 3@ Ulsdd SO o g
TR UDORM YR &1 3R KA B & (AU U RBIg-5 Wil hidd &l Scieyxl
B 61 SHD] Y3 RAIRED BTRISHR 4 61 61 ¢ | 599 64 U Ul e 31 @R g
% o, fod fbdl i wiviae & 3fAfIge g 4 ugd S¥@! 2aidisll A=IRE 3R AghaR
Yo Dl Regeell 39 $dl g, difid S o1 1 gl SUD! dIgfafcldl T=aR &1 ol ddb |

BHRT Bihy Scdagsid Mudl 3ge & REYE W §1 98 TR &dl § fb 87 o0t
f&aiIgT Bufafadt & R &3, Sl gH fo1 fbdl R (ST & SSifory W= suds-g &l
SSUSTHl TS D F&H §HICT B 1 3STHH Bl URAT B & (AU gH TSI URioR
SIS @R T ©, ol WRhdd Wi 9k WaRfad & fu soem fvu o 81 18 gue
SHReH $hI-RAEH &l U RifFhd:e S SR Sl o | A1 81 A1 59 WISH1RAd 11cy ol
S9 PP SR WA SAAUHE TSI Hdh THIHUHg 3R WIS & o e gihidesdt
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R B IE 8, difdh 1] SWaHc JHd Bl T | 5 3ol 3 ST [od & ThiRIfthd Tor,
S RIMAPES T SR KIHdg-8 ded JIoRCTH §RT Sdds fhdl TR 5l

$qb ], BH Shivs 3M3cd adl SUIG] Sa(d JAaRM HISd & SIIRT P 3R
[&SlIg Us Sqaue URioR & Ufd st difere ol vl Rg-®HRI HI % T 1 URioRd Rb IR &1
SHRITHCRM §H g, [0 9k 3M3ThHRI &1 Jaid Ugd gH WIS SIF--I 3 Sfi3edhd 3HiRucs
UIBISRMA &1 R THSIRM 6 6 6, Sl shdcad| [R¥b UG J 5 dR buldidc! UARY &l
R Uh dgd g [[U 5| T8 TIIT cHIdlsl AiaHct @l [dessid d & A f5org-s g, ol
b ¢ Tgefor ffetrHl & fag U Jerae g1l | gaR Sty At aaiin shifien & Hiiifa
SAAYHE DI YHIT B & (AU HICS T TR YRR o [eU iy URATST B Sfec Hed! U Uallgd
3R Higigws 3 BRI MRE Hd €1 78 TR dalols Bl e $3 & fau du«d gl @i
T U% U Slidcd [R1UC Dl Soldhe Bl ol U U 54 ofedl & 39 W Y USUT @b, ol fdb
Aroldl SRI%R 31 STl IR RS B, WR ¥ 35 dls Siedl & Udb AU RISISH B (RWb
¢ 38 ¢ | 98 701 W dl-Sadudc 3iR 3(1sUl 3R gRT SR §, Sl 7% &I 7 $dd Uh
IR HRR, leth U Tdldd [Solg-8 UIaR B3 o & H 3 [eR8 Bl g1

Offset Clause

3.17 The Ministry apprised the Committee of the Offset Clause under Defence capital
Acquisition as under:

Offsets under Defence Capital Acquisition were introduced in the Defence
Procurement Procedure (DPP) in 2005 based on the recommendation of Kelkar Committee.
The Offset guidelines in DPP have been amended 6 times thereafter.

As per latest Defence Acquisition Procedure (DAP 2020), offset provisions are
applicable only on “Buy Global” categories of capital acquisitions. The offset provisions apply
in capital acquisition contracts which are more than ¥ 2,000 Crore. However, the offsets are
not applicable to procurements under “Fast Track Procedure” and in “Option Clause” cases
if the same was not envisaged in the original contract. No offsets will be applicable in all ab-
initio Single Vendor Cases including procurements based on IGA/FMS. It is relevant to note
that offset applicability on Indian companies under ‘Buy Global” cases do not arise in case
the indigenization component is 30% or more. Offset contracts are co-terminus with the main
procurement contract and signed along with the main procurement contract after approval of
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Competent Financial Authority (CFA). The period of offset discharge can be extended on
exceptional grounds by a maximum period of 02 years. The DAP stipulates eligible
products/services for discharge of offset obligations which covers defence products and MRO
related to helicopters and aircrafts. The vendor is permitted to discharge his obligations
through Tier 1 sub-vendors based on their work share. However, the responsibility for
fulfilment of offsets obligations lies with the main vendor. In case of investment and/or transfer
of technology, the offset discharge can be permitted by entities other than vendor/Tier-1 Sub-
vendor on a case to case basis. The vendors are free to select their Indian Offset Partners
(IOP) from DPSU/DRDO/Private Industry. The Offset Policy further allows vendors to submit
offset details at later stage after signing of the contract i.e. either at the time of seeking offset
credits or one year prior to discharge of offset obligations.

Offset obligations can be discharged by any one or a combination of the following
avenues as per Defence Acquisition Procedure (DAP) 2020:

Sl Discharge Avenue Indian Offset Remarks

No. Partner

1 Direct purchase of or| Private Eligible product/services
executing export order for | Sector/DPSU Listed (Investment in civil
eligible Products or infrastructures & training has
Services been excluded)

2 Investment in Defence | Private Through FDI

Manufacturing through FDI | Sector/DPSU
or direct investment or JV
or through non-equity route
for  co-production, co-
development and
production or licensed
production of defence

products.
3 Investment in Transfer of | Private Through JV/non equity route
Technology for | Sector/DPSU
manufacture of eligible
products

4 Acquisition of technology | DRDO/DPSU
through ToT to
Government Institutions &
establishments
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Sl Discharge Avenue Indian Offset Remarks

No. Partner

5} Critical Technology | DRDO Critical technologies listed
Acquisition

The key objectives of the offset provisions as contained in DAP 2020 is to leverage
capital acquisitions and technology to develop Indian defence industry by:-

(a)Fostering development of internationally competitive enterprises; and

(a) Augmenting capacity for Research, Design and Development related to defence
products and services.

The policy also provides for “Multipliers” as incentives for offsets in targeted areas, to
promote MSME and acquisition of critical technology. The following multipliers are permitted
under DAP 2020:

Incentive Multiplier
Eligible Products 1.0
Components of eligible products 0.5
Investment in defence manufacturing 1.5
Investment in Defence Industrial 2.0
Corridors for defence manufacturing
IOP

MSME 15
Private Industry (ToT) 2.0
DPSUs/DRDO (ToT) 3.0
DRDO (Critical Technology) 4.0

3.18 On being asked about the gains of the offset provisions and changes in existing
provisions in the new DPP. The Ministry submitted as under:

As on date, a total of 57 Defence Offset contracts have been signed in MoD. The
contracted offset obligations due as on 07.01.2026, is US$ 10.02 billion against which the
vendors have submitted offset claims amounting to US$ 9.21 billion. Out of the submitted
claims, offset claims worth US$ 7.24 billion have been disposed.
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Offset contracts are under different stages of implementation by the foreign OEMs.
Once executed, it is estimated that the respective contract shall cause generation of
substantial business to Indian industries thus strengthening the defence industrial base. It
shall also facilitate the Indian domestic industry to be a vital part of the supply chain of the
major global defence industries reaping in more benefits. As a result of offsets, 371 Indian
Offset Partners (IOPs) have been created which has contributed to the strengthening of the
defence eco-system.

Learning from the experience in implementing the Offset policy over the years since
DPP 2005, the Ministry has gradually fine-tuned the Offset Policy and the guidelines thereof
to factor in the difficulties encountered in the implementation of the offsets to strengthen the
domestic defence industrial base together with other synergic sectors including civil
aerospace and internal security. This has resulted in the enlargement of the available
avenues for discharge of offsets together with amplification of the products and services and
specifying other measures making them more user friendly, notably-

(a) Graduating successively from only public enterprises to include both private and public
enterprises as offset partners.

(b) Specifying and enlarging the eligible products and services.

(c) Equity and non-equity investments.

(d) Investment in kind in terms of transfer of technology/ equipment to Indian enterprises,
Govt. Institutions and establishments including DRDO through incentivising by higher
multiplier upto 4.

(e) Incentivizing involvement of MSMEsSs, by inclusion of multipliers.

(f) Incentivizing investment in defence manufacturing in Defence Industrial Corridors
notified by the Department of Defence Production, MoD.

(g) Enabling acquisition of state — of — the - art critical technologies by DRDO.

(h) Allowing discharge of obligations through entities other than vendor/Tier-1 sub-vendor
for investment and/or ToT on a case to case basis.

(1) Extension of the discharge timeframe.

() Enhancing the reporting cycle to real time submission of offset claims through online
portal (earlier as per DPP 2016 it was on 6 monthly basis).

3.19 When asked about the challenges, if any, being faced by the Ministry of Defence in
executing the offset contracts, the Ministry stated as under:

“Earlier, the vendors were required to give details of Indian Offset Partners, products
and work share along with supporting documents in the technical offset proposal as per offset
guidelines. However, the vendors have been expressing difficulties in providing these details
at technical evaluation stage sighting that these activities would be undertaken number of
years later which would then cause seeking changes to the contract. One of the major
challenges towards post contract management had been timely and meaningful disposal of
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contract amendment requests received from the vendors for change of |IOP/Product etc.
Resolution of these issues was a long drawn out procedure since the earlier DPPs did not
have provisions for handling such issues. The resolution of these issues have been catered
by introducing an amendment to the offset guidelines after approval of Defence Acquisition
Council (DAC), whereby vendors have been given an option to provide details of IOPs and
products even after signing of contracts making it more realistic. Further, the process for
contract amendment has been made flexible by allowing change of Indian Offset Partners
(IOPs) and offset components for the signed contracts.”

3.20 On being asked about instances where offsets as promised could not be materialized
and whether any action has been taken in this regard, the Ministry informed the Committee
as follows:

“Offset obligations are to be discharged within a time frame that can extend beyond
the period of the main procurement contract by a maximum period of two years. The period
of the main contract includes the period of warranty of the equipment being procured under
the main contract. Offset contracts are long term and complex in nature. These contracts are
at various stages of implementation. Vendors report the offset discharge undertaken through
online portal (usually, on quarterly/six monthly basis) which are monitored. The offset
guidelines provide for imposition of penalty in case of shortfalls in annual offset discharge by
the vendor. In twenty-three offset contracts, penalty/interim penalty has been imposed on
shortfalls in offset discharge by the vendor. The total penalty that has been imposed works
out to be US$ 94.98 Million.

In order to dis-incentivise vendors from frequent requests of rephasing of offset
obligations to tide over shortfalls and escape penal provisions, the rephasing clauses have
been modified in the Defence Offset Guidelines in DPP 2016 and DAP 2020 w.e.f 08/08/2019.
As per the revised provisions, a vendor may, giving reasons, request re-phasing of the offset
obligations within the period of the offset contract. The first re-phasing request of the vendor
will be processed without any disincentives if the spread of re-phasing is restricted up to the
following year. However, if the re-phasing of offset value is proposed over the subsequent
years, then 5 % additional obligation will be imposed on re-phased value of every year. The
re-phasing request for second and subsequent attempts will be processed by imposing
additional 5% on proposed yearly re-phased offset value irrespective of the spread of re-
phasing. This yearly additional 5% offset obligation for processing re-phasing request will be
over and above the outright financial penalty on shortfall specified at Para 8.11 of Defence
Offset Guidelines.”

3.21 The Ministry when asked through Supplementary List of Points regarding the basic
difference w.r.t. the Policy and Procurement DPP, 2005 and DAP, 2020, the Ministry replied
as under:
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“‘DPP 2005 was primarily a procurement manual aimed at ensuring procedural
transparency and structured acquisition. DAP 2020 is a broader acquisition framework
designed to promote indigenisation, capability development and long-term self-reliance in
defence production.

Thebasic differences between DPP 2005 and DAP 2020 w.r.t. the Policy and Procurement
are as follows:

S.No. |Aspect DPP 2005 DAP 2020
Integrates procurement with
Shift from|Focused largely on |long-term capability
1 Procurement-Centric |regulating procurement|planning, aligning
to Capability-Centric|processes and ensuring|acquisitions with the
Approach probity in acquisitions Integrated Capability
Development framework.
‘B Indian)” ithout . .
uy (Indian)” — withouti s\ ian—IDDM)  with
. structured prioritisation or|, . -
2 Top Priority Category . ._|higher indigenous content
emphasis on domestic
. i thresholds
design capability.
Structured Order 9f Did not institutionalise such Clearly defines a hlerar_chy
Precedence in . ... .. _|of procurement categories,
3 a structured prioritisation .
Acquisition ensuring preference for
) framework o
Categories. domestic industry
Strategic Partnership model
institutionalised to  build
. .| This model was not formally | domestic manufacturing
Strategic Partnership|. .., .. . o
4 Model institutionalised under DPP |capacity in critical segments
2005. such as submarines, fighter
aircraft, helicopters and
armoured vehicles
DPP 2005 applied offsets\pap 2020  rationalised
5 Offset Policy broadly to capital| offsets  limiting  them
acquisitions above Al primarily to Buy (Global)
threshold. cases and introducing
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clearer implementation and
monitoring mechanisms.

Includes specific provisions
to encourage participation of

=nhanced Role 10T £ iltation for MSMEs and|MSMEs ~ and  start-ups,

6 UMSSMES and - Start- Start-ups was limited including innovation
Ps- categories and prototype
development pathways.
Encourages Life Cycle Cost
(LCC) evaluation and
Lifecycle and|DPP 2005 was acquisition- performance-based

logistics, promoting long-
term cost efficiency rather
than focusing solely on
acquisition price

Sustainment Focus. |cost oriented.

3.22 The Committee also wanted to know the reason for six amendments in the offset
guidelines in DPP, which was introduced on the recommendation of the Kelkar Committee,
the Ministry replied that Offsets were a new introduction to the Defence Procurement
Procedure in the year 2005. Learning from the experience in implementing the Offset policy
over the years since DPP 2005, the Ministry has gradually fine-tuned the Offset Policy and
the guidelines thereof to factor in the difficulties encountered in the implementation of the
offsets. These amendments were also made in order to attract technology acquisition and
promote MSMEs in defence manufacturing. Some of these amendments are given below:

(a) Graduating successively from only public enterprises to include both private and
public enterprises as offset partners.

(b) Increase in number of avenues for discharge of offsets.
(c) Specifying and enlarging the eligible products and services.
(d) Multiplier for incentivizing engagement of MSMEs as Indian Offset Partner (IOP).

(e) Multiplier for incentivizing investment in defence manufacturing in Defence
Industrial Corridors notified by the Department of Defence Production, MoD.

(f) Promoting acquisition of state — of — the - art critical technologies by DRDO.
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(g) Allowing discharge of offset obligations through entities other than vendor /Tier-|
sub-vendor for investment and/or ToT on a case to case basis.

(h) Provision for extension of the offset discharge timeframe.

Foreign Direct Investment

3.23 On being asked about the current FDI Limit, the Ministry informed the Committee as
under:

“The Government has reviewed the Foreign Direct Investment (FDI) policy in Defence
Sector in September 2020 thereby allowing FDI under Automatic Route up to 74% and
beyond 74% through Government Route wherever it is likely to result in access to modern
technology or for other reasons to be recorded.”

3.24 The details of the FDI/JV proposals which have been approved in the Defence Sector in
the past five calendar years have been forwarded to the Committee as follows:

“The DPIIT Press Note No. 4 (2020 Series) states that for the companies seeking fresh
industrial licenses, FDI in Defence Industry is allowed through automatic route up to 74%,
and through Government route beyond 74% wherever it is likely to result in access to modern
technology or for other reasons to be recorded.

However, for the companies which are either not seeking industrial license or already
has Government approval for FDI in Defence, an infusion of fresh foreign investment up to
49% shall require mandatory submission of a declaration with the Ministry of Defence in case
of change in equity/ shareholding pattern or transfer of stake by existing investor to new
foreign investor for FDI up to 49%, within 30 days of such change. Proposals for raising FDI
beyond 49% from such companies will require Government Approval.

In accordance to the above, the details of FDI/JV proposals which have been approved
in the Defence sector in the past five calendar years is as below:-

Name of JV Activity

2021

M/s Everchem Asia Pvt | Engage exclusively in holding indirect investment in M/s
Ltd Calimara Matters Pvt Ltd, subject to 74% acquisition of
M/s Calimara Matter Ltd by M/s Calibre Chemicals.

2022-Nil

2023
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M/s Saab FFVO India
Pvt Ltd

a) Design, development, manufacture and
assembly of the next- generation reusable man-portable
recoilless weapon called Carl-Gustaf M4 (Carl-Gustaf).

b) Manufacturing ancillaries such as a state of the
art intelligent optical-electronic sight control system or
fire control device, called the FCD558 (FCD).

C) Undertaking critical epoxy-impregnated carbon
fibre winding process and manufacturing certain related
components, along with their respective connected
accessories to be used in the Carl-Gustaf (Carbon Fibre
Winding).

2024-Nil

2025

M/s Elcom Systems Pvt
Ltd

The Company proposes to manufacture defence
equipment pursuant to the industrial license that was
previously obtained for the manufacture of such defence
equipment.

3.25 The Committee was also informed on the status of investment rates from foreign
companies after increasing the FDI limit that FDI in Defence sector was liberalized with the
notification of revised policy by Department for Promotion of Industry & Internal Trade,
Ministry' of Commerce & Industry vide Press Note no. 4(2020 Series) dated 17.09.2020.
Since, the notification of revised policy, there has been an inflow of over INR 2273.94 Cr. till

December, 2025.
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CHPATER IV
DEFENCE PENSIONS

The Committee have learnt that the Pension Division of the Department of
ExServicemen Welfare deals with pension policies for the Armed Forces personnel and
redressal of their grievances. The total number of Defence pensioners in the country is
34,51,013 including 6,44,020 Defence Civilian Pensioners and 28,06,993 Armed forces
Pensioners.

Defence Pension Budget

4.2 The Ministry was asked about the projection and allocation for Defence Pensions
for BE 2026-27 along with the figures for Defence Pension separately for Armed Forces and
Defence civilian employees. The reply of the Ministry was as under:

“The budgetary projections and allocation for the year 2026-27 under Defence
Pensions Grant have been tabulated below: -

Budget Estimates for the year 2026-27

(Rs. in Crore)
MH-2071-02 (Revenue) | Budget 2026-27 Budget 2026-27
(Projected) (Allocated)

Pensions & Other
Retirement Benefits & | 1,80,043.00 1,79,338.22
Service Charges to
Banks (SPARSH)

Deduct recovery from | 0.00 -8000.00**
Public Account
Total(Net)
1,80,043.00 1,71,338.22

**The amount under the head “Deduct Recovery from Public Account” for Rs. 8000 Cr in BE
2025-26 has been shifted to BE 2026-27 under the nomenclature “Deduct Recovery from
Public Account” by MoF as the same has already been lying unused in Deposit Account of
the Public Account.

4.3 As regards figures for Defence Pensions for Armed Forces and Defence Civilian
employees, it is stated that currently, no separate code heads exist under Defence Pensions
for booking of pensionary charges for Armed Forces and Defence civilians of Armed Forces
separately. In this regard, it is stated that Office of Controller General of Accounts has
approved the opening/insertion of a separate Code Head namely “Minor Head-105-Defence
Civilian Pension” for accounting/booking the expenditure towards pensionary benefits of
Defence Civilian pensioners. Accordingly, the proposal for opening of separate code heads
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for booking of pensionary charges for Defence Civilians in Armed Forces is already under
process and will be completed in due course.”

SPARSH-SYSTEM FOR PENSION ADMINISTRATION (RAKSHA)

44 The Committee have learnt that the System for Pension Administration (Raksha)
(SPARSH) is being implemented for meeting the pension sanction and disbursement
requirements for Armed Forces viz. Army, Navy, Air Force and Defence Civilians. This
Pensioner Portal provides a single window for the pensioners to avail the pension related
services such as facility to view the pension details, pension entitlements, pensioner profile
details, Income Tax forms etc.

4.5 The Committee, through a written submission of the Ministry, have further learnt that till
31.12.2025, 31.76 lakh pensioners have been on-boarded on SPARSH and an amount of
Rs.1,23,204.38 crores has been disbursed through SPARSH.

Many constructive measures have been undertaken for updation and correction of
data. More than 6 lakh cases have been updated during the last one year. Approximately
30,000 cases are under process for data purification. Accordingly, the migration of balance
beneficiaries to SPARSH would be initiated soon after ensuring data purification.

4.6 The Committee note that One Rank One Pension (OROP) scheme was implemented for
Defence Forces personnel and family pensioners, with the initial policy issued on November
7, 2015, effective from July 1, 2014. Under OROP, pensions are re-fixed every five years
based on the average of the minimum and maximum pension of retirees in the same rank
and length of service from the respective calendar year. Pensions above this average are
protected, ensuring no disadvantage to pensioners.

The Union Cabinet approved pension revisions under OROP on December 23, 2022
effective from July 1, 2019. A subsequent revision was approved on July 03, 2024, effective
from July 1, 2024, with detailed instructions and revised pension tables issued on September
4, 2024. This revision benefits around 24.36 lakh pensioners, including 3.54 lakh new
beneficiaries. Over the past decade, OROP has led to an additional disbursement of
approximately Rs. 1.24 lakh crore in pensions

Highlights of One Rank One Pension (OROP)

(i) Scheme implemented in November, 2015 (w.e.f. 01.07.2014).

(J) Revision every 5 years (i.e. in 2019 and 2024)

(k) 25.13 Lakh Armed Forces Pensionsers and Family Pensioners have benefitted.
(I) Rs. 1,24,000 crs spent in the last 10 years.
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4.7 Further, during the examination of DFG 2026-27, on a query regarding the Disability
Pension for the Ex Servicemen been brought under the ambit of Income Tax, the
representative of Ministry of Defence stated as under:

“Now, coming to the last question raised by everyone, which is disability pension. Sir,
we have noted the concerns expressed by everyone because these concerns are being
expressed. If | am not misunderstood or not misquoted, | would just like to say that disability
comes in two forms. One is injury from war, operations or other issues which are a result of

being part of service. And other is lifestyle related diseases like BP, Diabetes, hypertension
all of those.

Sir, those also gets covered under disability pension as on date as it is now. So, | do
not want to comment further. So, the British law that you referred to was talking only about
those people who were injured in war, operations or were injured due to any operation.

The point that you are making is absolutely valid, has been heard, is being considered.
| just thought | should let you know that disability is of two kinds. Disability presently also
being given due to lifestyle diseases. ”

40



PART Il
OBSERVATIONS/RECOMMENDATIONS

Defence Budget and Demands for Grants 2026-27: An Overview

The Committee are aware that the Defence Budget is
categorized/grouped under four Demands for Grants viz. Demand No. 19 —
Ministry of Defence (Civil), Demand No. 20- Defence Services (Revenue),
Demand No. 21 — Capital Outlay on Defence Service and Demand No. 22 —
Defence Pensions. Demand Nos. 19 and 22 come under Civil/Pension. Grant
Number 21 caters to Capital expenditure which includes expenditure on
land, construction works, plant and machinery, equipment, heavy and
medium vehicles, Naval Vessels, Aircraft and Aero engines, Dockyards, etc.
During the examination of Demands for Grants of the Ministry of Defence
for 2026-27, the Committee learn that the total allocated budget for the
Ministry of Defence for Financial Year 2026-27 is ¥ 7,84,678.28 crore. Out of
this amount, the largest share of 74.52%, i.e. ¥ 5,84,785.45 crore has been
allocated for Defence Services Estimates (Grant Number 20 and 21). Capital
Budget has two segments i.e. Capital Acquisition Budget (Modernization
Budget) & other than Capital Acquisition. The Capital Outlay on Defence
Services (Grant number 21) has been allocated an amount of ¥ 2,19,306.47
crore. An amount of ¥ 3,65,478.98 crore has been allocated to Defence
Services Revenue (Grant Number 20).The Committee express their
satisfaction for enhanced allocation particularly for capital outlay for FY
2026-27.

Comparative Defence Capital Outlay: BE 2025-26 & BE 2026

2. The Committee note that the capital budget of defence services is
bifurcated into capital acquisition and other than capital acquisition with
outlays of ¥1,84,931.92 crore and ¥ 34,374.55 crore respectively in BE 2026-
27. The Committee take note of this fact with satisfaction that the total capital
outlay of Defence services has registered an increase of 21.84 percent as
compared to BE 2025-26. The capital acquisition expenditure which is also
known as the modernization budget of the Defence Services — Army, Navy,
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Air Force and Joint Staff — reflects an increase of 18.10 percent in
comparison with RE 2025-26. Other than the Capital Acquisition segment,
which consists of the land and works expenditure of the Armed Forces and
the capital budget of DRDO, DGQA and Directorate of Ordnance
(Coordination & Services), has seen an increase of 15.10 percent when
compared to RE 2025-26. Service-wise Allocation out of total Capital Budget
reflects an overall increase in allocation of 21.84% . And, 22.58% and 18.29%
with respect to BE and RE of FY 2025-26 respectively, in case of 3 Services.

In the capital acquisition budget, the Service-wise allocation for 2026-
27 shows an overall increase of 24.35% with respect to BE and 18.10% over
RE of FY 2025-26 in case of three Services. An increase of than Rs. 73,000
crore from Rs. 1.11 lakh crore in 2021-22 to Rs. 1.85 lakh crore rupees in
2026-27, that is a growth rate of 10.66 per cent CAGR . At this juncture, the
Committee emphasizes that the enhanced allocations should continue in the
coming years, thereby ensuring a sustained upward trajectory in capital
budget provisions for Defence Services to effectively address the
requirements of modern warfare.

Utilisation of Capital budget

3. The Committee learn that the total allocation under Capital Head at
Revised Estimates 2025-26 to Army, Navy, Air Force, Joint Staff, Directorate
of Ordnance (Coordination & Services) and R&D stood at ¥ 35,239.66 crore,
¥ 67,761.86 crore, ¥ 64,811.68 crore, ¥ 1,689.16 crore, ¥ 1,5683.02 crore and ¥
15,343.82 crore, respectively. The allocation and utilisation of capital budget
during the year 2022-23 was ¥1,50,000.00 crores and ¥1,42,940.01 crores,
during 2023-24 was ¥1,57,228.20 crores and ¥1,54,256.28 crores and during
2024-25 was %,159,500.00 crores and ¥1,59,768.40 crores, respectively . The
Committee, on examination of the budgetary documents in connection with
DFG 2026-27, find that as per expenditure upto December, 2025 whole
allocated amount is yet to be fully utilized out of the funds allocated at RE
2025-26 for Capital Budget. While noting that about Rs. 1,36,062.93 crores
out of Rs. 1,86,454.20 crores have been utilized till the completion of the third
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quarter of the Financial Year, the Committee would like to be apprised as to
what are the plans/schemes/channels/trajectory in place for utilizing the
remaining around 27.03 percent until the time this FY 2025-26 draws to a
close. The Committee observed that during the FYs 2022-23 and 2023-24
there was a saving of allotted capital budget. It is, therefore, recommended
that the during the current financial year the capital budget must be utilized
fully. The Committee, at this stage, also hope that the Ministry would
undertake a pragmatic approach while seeking further allocations at RE
stage for making a realistic assessment of the allocations sought.

Ratio of Capital and Revenue Outlay for the Services

4. During examination of Demands for Grants for the year 2026-27, the
Committee note that as per data pertaining to the last five financial years i.e.
2021-22 onwards, the 'Revenue’' component of the total outlay for the three
Services overshadows the 'Capital’ component significantly. The overall
‘Revenue’ to ‘Capital Ratio’ of the budgetary allocation for the Services
stands at 64:36, 65:35, 66:34 67:33, 63:37 and 67:33 for 2021-22, 2022-23,
2023-24, 2024-25 and 2025-26 respectively. For 2026-27, the Revenue to
Capital ratio stands at 65:35. The Committee are given to understand that
Revenue expenditure (Demand No. 20) includes expenditure on pay &
allowances, transportation, revenue stores (like ordnance stores, rations,
petrol, oil and Ilubricants, spares, maintenance of various
platforms/equipment etc.), revenue works (which include maintenance of
buildings, water and electricity charges, rents, rates and taxes, etc) and
other miscellaneous expenditure; Capital expenditure includes expenditure
on land, construction works, plant and machinery, equipment, heavy and
medium vehicles, Naval Vessels, Aircraft and Aero engines, Dockyards, etc.
In the considered view of the Committee, both Revenue and Capital
expenditure play significant roles in operational preparedness of our Forces.
Therefore, the Committee hope that allocations under Capital head would be
suitably matched to balance the ratio of Revenue and Capital outlay for the
Services in near future.
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Modernization of Defence Forces

5. The Committee after examination of available facts, learn that the
Modernisation of Defence Forces is funded through Capital segment of the
Defence budget. Modernisation involves the acquisition of new state-of-the-
art platforms, technologies and weapon systems to upgrade and augment
defence capabilities. They feel that it is a continuous process based on
threat perception, operational challenges and technological changes to keep
the Armed Forces in a state of readiness to meet the entire spectrum of
security challenges. The Committee note that in 2026-27, out of the amount
of ¥ 2,19,306.47 crore allocated for Capital Outlay on Defence Services for
the Services/Organisations covered under Defence Services Estimates, ¥
1,84,931.92 crore is allocated for Capital Acquisition /Modernisation Head.
The Committee also find that the allocation for Modernisation Head of the
Services has seen an increase of  36,209.12 crore from BE 2025-26. Service-
wise allocation for 2026-27 shows an overall increase of 24.35% with respect
to BE and 18.10% over RE of FY 2025-26 in case of three Services. An
increase of than Rs. 73,000 crore from Rs. 1.11 lakh crore in 2021-22 to Rs.
1.85 lakh crore rupees in 2026-27, that is a growth rate of 10.66 per cent
CAGR. Keeping in view the current geo-political situations and the need for
maintaining credible war deterrence at all times, the Committee recommend
for further enhanced budgetary allocation under Capital Head.

Defence Planning

6. The Committee have been informed that defense planning is required
for a robust military strength which is an essential pre-requisite for a safe
and secure nation. The Committee have been informed that keeping in mind
the diverse need of all the three services, Headquarters Integrated Defence
Staff(HQ IDS) had been made as a single point contact to ensure a joint
planning for all the three services. The Committee are happy to note that HQ
IDS has developed Integrated Capability Development System (ICDS) which
carries out the defence planning through an interactive process. The
Committee have been informed that 10 year Integrated Capability
Development Plan (ICDP) is the foundation of defence planning which will
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comprise two Five Year Defence Acquisition plan (DCAP) and Two-Year
Annual Acquisition Plan (AAP) with a focus on modernization of Armed
Forces by creating a comprehensive eco system of war strategies, state of
art equipments, defence R&D and industrial production with adequate
financial support. The Committee feel that planning under ICDP should be in
tandem with changing nature of modern warfare which demands more focus
on automation, latest advanced tenchnologies, quick response, prompt
coordination, velocity and application of Artificial Intelligence(Al).

Defence Procurement Policy

7. The Committee understand that Defence Acquisition Procedure
governs the Capital Acquisition for Ministry of Defence. Since the Defence
requirements are unique in nature, their acquisition procedures are also
unique. Defence Acquisition Procedure aims to establish a specialized
framework which simplifies a complex procedure and brings uniformity and
standardization among Services. The procedure aligns with the National
security imperatives and every purchase strengthens the national security
infrastructure. It synthesizes operational needs, fiscal framework and
Industrial capabiltity which in long run ensures securing strategic
autonomy. It infuses contemporary technologies and addresses
obsolescence in short lived technology cycle. The Committee find that
policy for procurement of defence equipment for the Armed Forces aims to
develop the capability of the armed forces and by meeting the security and
operational needs. The thrust remain to buy contemporary armaments in a
time bound manner. Simultaneously, it also envisages to make India self-
reliant in defence equipment production with the ultimate aim to develop
India as a global defence manufacturing hub. The policy is implemented
through the mechanism of Defence Procurement Procedure (DPP).

The Committee also find that the Defence Procurement Procedure,
which has been now revised as Defence Acquisition Procedure (DAP) 2020,
which is driven by the tenets of Defence Reforms announced as part of
Aatmanirbhar Bharat Abhiyan. The Committee have been informed that
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Capital procurement cases are taken up by MoD based on Annual
Acquisition plans and is being processed as per delegation of financial
powers. Three Joint Secretary cum Acquisition Managers are the nodal
points for capital procurements for each Service respectively. Capital
procurement cases upto to ¥300 Cr. are delegated to Services HQs and
cases above ¥300 Cr are processed by Ministry of Defence. The Draft
Defence Acquisition Procedure 2026, now in the public domain, introduces
a refined strategic framework to further streamline our acquisition process.

Though the Committee take cognizance of the fact that the
requirements of each of the armed forces are very complex yet the
Committee recommend that time bound and determined efforts must be
made by all the stakeholders involved in the process of procurement such
as the Ministry, DPSUs, the Armed Forces and private sector as timely
procurement and delivery is vital and crucial for meeting operational needs
of the defence forces and realization of the goal of self-reliance in Defence
Sector. The Committee further opine that as the technology is changing very
fast and so is the geo-political scenario, therefore keeping in view the high
dynamism in the defence sector any procurement and acquisition procedure
needs to have a timeline for delivery as any inordinate and long delay in
procurement can result in technology and equipment becoming obsolete
and redundant. The Committee also feel that defence procurement process
and procedure should follow the transparency and accountability in the
procurement and no compromise on this aspect needs to be ensured.

Ensuring Level Playing Field for Private Defence Industry

8. The Committee also note that in order to ensure level-playing field
for private defence industry vis-a-vis the DPSUs, various measures like
reserving 75% of capital budget for domestic industry, allocating 25%
Defence R&D budget for industry, Start- ups and Academia, setting up of
defence industry corridors in Uttar Pradesh and Tamil Nadu, notifying
Positive Indigenisation list for DPSUs and Make-l, Il and Ill procedure of
procurements and simplifying Ease of Doing Business etc. The Committee
applaud the initiatives taken to attract the private enterprisers in the defence
sector but there is still a lot more to be done in this direction. For the private
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players in defence sector, the Committee would like to recommend that the
Ministry should try to encourage indigenous private enterprises. The
Committee also recommend the Ministry to enhance capital procurement
and augment design and research assistance for indigenous players in order
to create vibrant indigenous privatise defence manufacturing hub which is
also the essence of the Atmanirbhar Bharat program.

Self Reliance and Make in India Initiatives

9. The Committee note that the many initiatives have been taken to promote
‘Make in India’ in the Defence sector and achieve substitute self-reliance in
design, development and manufacture of defence equipment/platform. The
Committee have been apprised that 75% of the acquisition budget have been
reserved for domestic industry which is a decisive push towards attaining
self reliance and 25% of R&D budget has been given for industries, Start-
Ups and Academia for increased innovations in defence sector. Further,
support to MSMEs and Start ups have been given through ADITI, iDEX and
TDF schemes. The Committee have also been informed of the following
measures being taken for institutionalization of self realizations viz., (a)
Highest priority to buy Indian IDDM (Indigenously Designed, Developed and
Manufactured). (b) Notification of Five Positive Indigenisation Lists (PILs),
which is a big step to promote indigenisation in defence sector offering a
great opportunity to the Indian defence industry to manufacture these items
using their own design and development capabilities to meet the
requirements of the Indian Armed Forces. (c) Introduction of the ‘Make’
Procedure of capital procurement is for greater participation of Indian
Defence Industry including private sector, through three procedures- i.
‘Make-I’ category (70%Government Funded), ii. ‘Make- 2’ Category Make-II’
category (Industry funded) - Design and development and innovative
solutions by Indian vendor. iii. ‘Make- 3’- Make-lll (Manufactured in India
through ToT from FOEMs). (d) a portal named ‘SRIJAN’ to offer Defence
items to industry for indigenization has been launched which has notified
two lists of so far- i. 5™ Positive Indigenisation List for DPSUs — 5012 items
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and ii). 5" DMA Positive Indigenization List- 509 and (e) Minimum 50%
indigenous content in all cases of procurement.

The Committee have also been apprised that an innovation ecosystem for
Defence titled Innovations for Defence Excellence (iDEX) has been launched
in April 2018. IDEX is aimed at creation of an ecosystem to foster innovation
and technology development in Defence and Aerospace by engaging
Industries including MSMESs, Start-ups, Individual Innovators, R&D institutes
and Academia and provide them grants/funding and other support to carry
out R&D which has potential for future adoption for Indian defence and
aerospace needs. The Committee acclaim the progress being made towards
promotion of Make in India and making India Atmanirbhar in defence sector
and recommend that all above mentioned schemes must match their
periodic deadlines and deliveries to ensure desired outcomes towards
achieving self reliance in defence sector and making India a global hub of
defence production.

Reduction in Dependence on Foreign Suppliers

10. The Committee was apprised that India’s dependence on foreign
suppliers for military hardware has reduced significantly. This is mainly
attributed to policy initiative taken by the Ministry to promote Atmanirbhar
Bharat and Make in India initiative and to ensure transparency, fair
competition, level playing field and ease of doing business. Consequently,
during the F.Y. 2024-25, Ministry of Defence signed 124 contracts worth Rs
2 lakh Cr (approx.) and 86% of the same were signed with Indian vendors. In
the same FY, out of the total capital acquisition expenditure of Rs. 1.33 lakh
Cr (approx.), 88% was utilized for procurement from Indigenous sources.
Further during the FY 2025-26 out of total procurement of Rs. 1,27,329.74
procurement of Rs 37,047.32 was done through foreign vendors which is just
which is just 29.09% of the total procurement till 31.12.2025. In the FY 2024-
25, our Domestic Defence Production reached Rs. 1.50 Lakh Cr marking a
record high, with an impressive increase of 226% from Rs. 46,429 Cr in FY
2014-15. All these data show that dependence on foreign suppliers is
decreasing substantially thus Committee is hopeful that India would soon
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become self reliant in defence sector. The Committee recommend that all
possible efforts be undertaken to reduce dependence on foreign defence
supplier to not only achieve Atmanirbharta in defence sector rather making
India a global defence manufacturing hub.

Foreign Direct Investment

11. The Committee note that the Government has reviewed the Foreign
Direct Investment (FDI) policy in Defence Sector in September 2020 thereby
allowing FDI under Automatic Route up to 74% and beyond 74% through
Government Route wherever it is likely to result in access to Modern
technology or for other reasons to be recorded. The Committee are of the
considered view that the Ministry should ensure that despite raising the
limits of FDI to as high as 74%, the purpose of self reliance should not be
hampered. Furthermore, the Committee note that current FDI policy facilitate
beyond 74 per cent by Government route wherever, it is likely to result in
access to modern technology or for other reasons to be recorded. The
Committee are apprehensive that increasing FDI in defence sector may also
affect the boosting Indigenous Technological Capability discourage Local
Design, and may also have negative impact on Strategic Autonomy and
National Security Development. The Committee has been apprised that FDI
in Defence sector was liberalized with the notification of revised policy by
Department for Promotion of Industry & Internal Trade, Ministry' of
Commerce & Industry vide Press Note no. 4(2020 Series) dated 17.09.2020.
Since, the notification of revised policy, there has been an inflow of over INR
2273.94 Cr. till December, 2025. The Committee is pleased to know the inflow
of funds through FDI after revised policy but at the same time they express
their concerns towards the impact if the FDI is further liberlised. The
Committee, therefore, recommend that in addition to the measures taken for
making FDI more attractive, focused efforts may be undertaken by the
Ministry to strengthen indigenous R&D base of the country and increase
coordination between the public and private sector within the country, so
that the iIndigenous defence sector is encouraged to develop and
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manufacture technologies/systems/accessories independently which are
presently being acquired through the FDI route.

Defence Pensions

12. The Committee was informed that the budgetary projections and
allocation for the year 2026-27 under Pensions & Other Retirement Benefits
& Service Charges to Banks (SPARSH) have been Rs. 1,80,043.00 and Rs.
1,71,338.22 respectively.

The Committee observe that Defence Pensions, under the Ministry of
Defence provides for pensionary charges in respect of retired defence
personnel (including defence civilian employees) of the three services and
employees of erstwhile ordnance factories etc. The Committee have been
informed that the total number of defence personnel in the country is
34,51,013 including 6,44,020 defence civilian pensioners and 28,06,993
armed force pensioners. The Committee note that the System for Pension
Administration (Raksha) (SPARSH) is being implemented for making the
pension sanction and disbursement for the armed forces. They are happy to
note that a total of 31.76 lakh defence pensioners have been migrated to
SPARSH and a total of Rs. 1,23,204.38 crore has been disbursed through
SPARSH till 31.12.2025. While appreciating the efforts made by the Ministry
in migrating a large number into SPARSH, the Committee, in this regard,
recommend that migration of the remaining pensioners be expedited at an
early date and prompt measures be undertaken to resolve any
administrative/technical issues which come in way of migrating rest of the
pensioners to SPARSH portal.

Disability Pension

13. During the examination of DFG 2026-27 the Committee was apprised
about disability pension and bringing disability pension for the Armed
Forces Personnel under the ambit of Income Tax which was hitherto non-
taxable. The representatives of the Ministry took note of this sensitive
matter. Although, the matter of taxation comes under jurisdiction of Ministry
of Finance, however, the Committee would like to recommend that since the
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Ministry of Defence is one of the stake-holder in the matter, the Ministry may
take this important issue up to an appropriate level to examine the proposal
of bringing disability pension under the ambit of Income Tax.

New Delhi; RADHA MOHAN SINGH
16 March, 2026 Chairperson

25 Phalguna, 1947 (Saka) Standing Committee on Defence
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3. Shri Raj Kumar Arora FA(DS)

4. Smt. Dipti Mohil Chawla Addl. Secretary, DoD
5. Shri S. G. P. Verghese Joint Secretary
6. AVM PVS Narayana ADG(A)
7. Smt. Ishita Ganguli Tripathy Addl. FA & JS
2. At the outset, the Chairperson welcomed the Members of the Committee and informed

them of the agenda for the Sitting i.e. oral evidence of the representatives of Ministry of
Defence in connection with examination of Demands for Grants for the year 2026-27.

3. Thereafter, the Chairperson welcomed the Defence Secretary and Chief of Defence
Staff (CDS) along with, the representatives of the Armed Forces and Ministry of Defence to
the Sitting of the Committee convened to deliberate on the subjects ‘General Defence Budget,
Department of Military Affairs (DMA), Ministry of Defence (Civil), Capital Outlay on Defence
Services, Procuremnet Policy and Defence Planning, Army, Air Force, Navy, Joint Staff,
Indian Coast Guard (ICG), Directorate General Defence Estates (DGDE), Border Roads
Organization (BRO), Director General Armed Forces medical Services (DGAFMS) and
National Cadet Corps (NCC)’ in connection with examination of Demands for Grants of the
Ministry of Defence for the year 2026-27.

4. Subsequently, drawing attention to the Direction 55(1) of the Directions by the Speaker,
Lok Sabha to treat the deliberations of the sittings as “confidential’, he requested the
representative of the Ministry to give an overview of the subject after introducing themselves.

5. Thereafter, the Defence Secretary initiated the discussion by giving an overview of
Defence Services Estimates and other Demands for Grants of the Ministry of Defence for
2026-27. The highlights of the brief given by the Defence Secretary are as under:

(i) The total outlay of the Ministry of Defence for 2026-27 is Rs 7.85 lakh crore,
which is 15.19 per cent higher than the current financial year BE and is about 2
per cent of the estimated GDP for FY 2026-27.

(i) The budget estimate for Defence Services for the financial year 2026-27 is Rs
5.85 lakh crore, of which Rs 3.65 lakh crore is under the revenue head and Rs
2.19 lakh crore is under the capital head.

(i) Out of total allocation, Rs. 5.83 crore has been allotted for Defence Services
Estimates, Rs. 28,500 crore for MoD (Civil) and Rs. 1.71 lakh crore for Defence
pensions;

(iv) Ministry of Defence had utilised 50 per cent of the capital allocation allocated to
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(vi)

(vii)

the Defence Services within the second quarter and till date, the MoD has
utilised more than 80 per cent of the amount for this year.

Seventy-five percent of Defence Modernization budget has been earmarked for
domestic industry in FY 2025-26; and

Annual defense production in the financial year 2024-25 was ¥1.51 lakh crore,
an increase of 18 percent compared to the previous financial year, i.e., 2023-
24.

Similarly, defense exports during the financial year 2024-25 increased to
23,682 crore, representing a 12 percent increase compared to defense exports
in the financial year 2023-24.

6. Then, a Power Point Presentation on General Defence Budget was made before the
Committee. This was followed by detailed deliberations on the following issues:

(i)

(i)

(iii)

(iv)

(vi)

The total allocation of the MoD is Rs. 7.85 lakh crore. Out of which Rs. 5.85 lakh
crore, which is almost 75 per cent, is allocated for Defence Services; Rs. 1.71
lakh crore is for Defence Pensions and the remaining 3.64 per cent is for Civil
Organisations under the Ministry of Defence.

In Defence Services Estiamtes, out of the total allocation of Rs. 5.85 lakh crore,
Rs. 3.65 lakh crore is for Revenue and the balance Rs. 2.19 lakh core is for
Capital head.

The total Central Government allocation for the financial year 2026-27 is almost
15 per cent of the total Central Government Budget. At the Revenue allocation,
it constitutes 13.42 per cent (Rs. 41.25 lakh crore) of the total Central
Government Revenue and with respect to Capital allocation, the Ministry of
Defence accounts for 18.91 per cent. (Rs. 12.22 lakh crore)

Two per cent of the GDP of FY 2026-27 is accounted for by the Ministry of
Defence. This outlay is 15.19 per cent higher than the BE of financial year 2025-
26 (i.,e. Rs 6.81 lakh crore) and 7.12 per cent higher than the RE of financial
year 2025-26 (i.e Rs. 7.32 lakh crore).

distribution of the MoD Budget component-wise, the four major heads are:
Salary and Allowances at 27.83 per cent (Rs. 2,18,404.79), Capital Head at
29.44 per cent (Rs. 2,31,009.72), Defence Pensions at 21.84 per cent (Rs.
1,71,338.22), and Non-Salary Expenditure at 20.89 per cent. (Rs. 1,63,925.55)

the trend of the last five years, the defence budget has steadily increased. The

increase is about 64.09 per cent from Rs. 4.78 lakh crore in 2021-22 to Rs. 7.85
lakh crore in the financial year 2026-27. In absolute terms, the increase is Rs.
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3.06 lakh crore, reflecting a compounded annual growth rate of 10.41 (CAGR)
per cent over the past five years.

(vii) In Defence Services Estimates the total allocation is Rs. 3.65 lakh crore. Of this,

57 per cent is for Pay and Allowances, and the remaining is for Non-Salary
Expenditure.

(viii) the total allocation for Revenue Expenditure for the Defence Forces is Rs. 3.65

lakh crore. This is 17.24 per cent higher than the BE of financial year 2025-26
and more than 4.49 per cent higher than the RE of financial year 2025-26.

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

7. The representatives of the Ministry of Defence then gave a Power Point Presentation
on Capital Outlay on Defence Services which was followed by discussion on a wider gamut
of issues encompassing the following:

(vii)

Total allocation of Ministry of Defene is 7,84,678.28 crore, out of which Rs.
5,84,785.45 crore has been allotted for Revenue and Capital Head to Defence
Services Estimates. In Capital head Rs. 2,29,306.47 crore has been allotted
and out of which Rs. 1,84,931.92 crore is allocated for capital acquisition.

Allocation under capital has been gone up from Rs. 1,80,000 crore in FY 2025-
26 to Rs. 2,19,306.47 crore in FY 2026-27 which is an increase in 21.84 percent

Capital Budget is also termed as Modernization Budget of Armed Forces to be
used for Acquisition of Military Equipments like Aircrafts, Aero-engines, Naval
Fleet and Heavy and Medium Vehicles

In respect of three services there is an increase of 22.58 % and 18.29% with
respect of BE and RE respectively for FY 2025-26

There is an increase in capital outlay of more than Rs. 84,000 crore from Rs.
1,35,061.00 crore rupees in financial year 2021-22 to Rs. 2,19,306.47 crore for
financial year 2026-27

In the components of the capital budget for financial year 2026-27 29 per cent
of the expenditure is planned on aircraft and aero engine and 39.69 per cent on
other equipment. Other equipment includes armaments, guns, tanks,
electronics, surveillance equipment, radars, and aviation equipment.

For FY 2026-27 there is an overall increase of 24.35% with respect of BE and
18.10% over RE of FY 2025-26 in case of three services
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(viii) Defence Capital Acquistion (modernization) Budget has been increased from
Rs. 1,11,463.00 crore in FY 2021-22 to Rs. 1,84,931.92 crore in FY 2026-27.

(ix)  Mission Atmanirbharta and earmarking of funds for domestic industries

(x) MoD took an initiative for earmarking of fund for domestic industries since FY
2020-21 to strengthen the domestic industries

(xi)  For FY 2026-27, 75% of Capital Acquistion Budget of Rs. 1,84,931.92 crore has
been earmarked for acquisition through domestic industries i.e Rs. 1,38,698.94
crore

(xii)  25% of domestic share i.e. Rs. 34,674.74 crore has been further earmarked for
acquisition of capital assets through Domestic private Industries for FY 2026-
27.

(xiii)  Inthe current FY i.e 2025-26, against target of Rs. 1.11 lakh crore, procurement
amounting to Rs. 88,577.84 crore has been realized through domestic
industries and against target of Rs. 27,886.21 crore from Domestic private
Industries procurement of Rs. 16,475.41 crore has been realized till January,
2026.

(xiv) working on the sixth generation prototype aircraft
(xv) plans for procuring missile systems under the capital outlay

(xvi) planned to be spent for the procurement of advanced aircraft and advanced
engines

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

8. Thereafter, the representatives of the Ministry of Defence then gave a Power Point
Presentation on Procurement Policy and Defence Planning which was followed by

discussion on the following:

(1) Aim to Viksit Bharat 2047 (Developed India)

(i) intense regional confrontations and global engagements

(i)  robust military strength for secured nation

(iv) defence planning means strong Industrial Base, financial framwork, R&D
capacity, Defence diplomacy, skilled human resourses
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(xi)

(xii)

(xiii)

(xiv)
(xv)
(xvi)

(xvit)

challenges for outcome are evolving character of warfare, active borders,
Technological Asymmetry, scale of production, capability voids legacy systems
and Grey Zone terrorism

Integrated capability development system (ICADS)
10 year Integrated Capability Develoment Plan (ICDP)

Capital acquisition carried out on the basis of Defence Acquistion Process
(DAP) 2000

Defence procurment Manual (DPM) 2025 needs for sustenance

Defence acquisition procedure bridges operational needs, fiscal framework and
industry capability

75% (Rs. 1,38,698.94 crore) of Capital Acquisition Budget has been earmarked
for domestic industries;

25% Defence R&D Budget for Industry, Start-ups and Academia

increase of DRDO Budget from 26,816.82 crore to 29,100.25 crore in FY 2026-
27

Defence Industry Corridor at Uttar Pradesh and Tamil Nadu
supports for MSMEs through ADITI, IDEX and TDS

11 Nodes provides plug and play support to industries
highest priority is being Buy Indian (IDDM) category

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The witnesses then withdrew)

9. The Chief of Defence Staff gave an overview of the working of Joint Staff following which
a Power Point presentation on the Joint Staff was made. This was followed by detailed
deliberations on the following issues:

(i)
(ii)

Promoting jointness and integration among the three services;

Formulation of policy on Joint Operational Capabilities, Training and Functional
aspects;

Financial planning and oversight of joint staff;

Net Assessment of potential Adversaries
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(V)
(vi)
(vii)
(viii)
(ix)

(x)
(xi)

Planning and Coordination of efforts of Three Services-Operations, Exercises,
Strat intelligence and Crisis Management

“VISION-2047" which include Phase-| (2023) -Era of Transition, Phase Il (2030-
40)-Era of Consolidation and Phase Ill (2040-47)-Era of Excellence

Changing character of warfare from Net Centric to Intelligent Warfare (Data
Centric)

perception management during Operation Sindoor
Docrines, Policies and Orders of Joint Staff
Indigenisation efforts of Joint Staff

plans for future roadmap of Joint Staff

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The officials of Joint Staff then withdrew)

10.  Following the discussion on Army, a Power Point presentation on the Army was made.
This was followed by detailed deliberations on following issues:

Ensuring territorial integrity by Army;

Security situation in border areas of the country;

Reviewing deployment of troops and surveillance in border areas by army;
Patrolling along the Line of Conrol and the hinterland by army;

Logistic operations in border areas and High Altitute Areas;

Operation Sindoor with precision and professionalism;

Focus on capability developmet in the form of intelligence dominance to cutting
edge technology and joint operational readiness;

Operation Mahadev to neutralized terrotists involved in the Pahalgam attack;
Indian Army on the path of jointness and integration;

enhancing integration through pursuits in common operational planning
process, technology development, harmonising intelligence surveillance and
reconnaissance resources

formulation of joint military civil fusion doctrine
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(xxii)
(xxiit)

(xxiv)

(xxv)

(xxvi)

enhancing defence through integration of Akashteer, Command and control
system;
carried out various transformation and reorganisation in the year 2025 by
Indian Army
formation of combined arms through Rudra Brigades
raising of Bhairav Battalions, Ashni protons and shaktimaan regiments
Self-sufficiency in defence procurement and manufacturing
acquiring the capability for developing in-house drone systems
Strengthing of Border Area Development programme in border areas by army;
committment to the vision of a developed India @ 2047 by army
carrying out Military Civic Action Projects under Operation Sadbhavana in the
border areas
allocation of Rs. 2,85,735 crore which is 18 per cent increase from the previous
financial year Budget Estimates to Indian Army.

Budgetary allocation in capital and revenue head to Army;
Status of army equipment which remains wintage
Effect of operational readiness expenditure on Army’s maintenance, spares and
logistic support
Plan or mechanism to accommodate 25 per cent Agneeveer and the rest others

Budget to meet 30 per cent of new generation equipments

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The officials of Army then withdrew)

11. Thereafter, a Power Point presentation on the Air Force was made. This was followed
by detailed deliberations on following issues:

Transformation of Air Force into a multi-domain capable aerospace park to
protect our national interest

Coordination of Air Force with Army and Navy
procurement and upgrading of new aircarfts to maintain combat capability

fully participation by Air Force in design and development of the LCA Mark2
and Anka's
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(xi)
(xii)

fully operational of combat-capable helicopters like Apache, Prachand, and
ALH Mark4 in the IAF.

Responsibility of Air Force for air defence of the Indian airspace

Role of critical combat Enablers like Airborne Early Warning Aircraft, flight
refuellers and special Electronic Intelligence and surveillance platforms in Air
Force

Budgetary allocation to Air Force;

capital budget earmarked for modernization for utilization in acquiring combat
platforms and critical combat enablers

proposal to acquire air-to-air, air-to-ground and surface-to-air guided
ammunition as well as loitering munitions

Stress on self-reliance by Indian Air Force

Commitment for Atmanirbharta by Air Force

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The officials of Air Force then withdrew)

12. Thereafter, a power point presentation on the Navy was also made before the
Committee following which deliberations on the following issues were held:

(i)

(ii)
(iii)
(iv)
(v)

(Vi)
(vii)
(viii)

(ix)

(x)

Role of Navy in close coordination with Indian Coast Guard and other
stakholders

Deployment of naval forces in overlapping missions
Major activities undertaken by Navy
Conduct of Theatre Level Exercise- TROPEX 25

Monitoring movement of Chinese Warships, Chinese Research Vessels and
Pakistani Warships

Anti-piracy operations by Navy;
Role of Navy in Joint Operations and Exercises
Establishment of Indian Navy Incubation Centre of Artificial Intelligence

Use of Al Compute Centre, CRYSTAL for the development, training and testing
of advanced Al models.

Indigenisation of Main Propulsion system to fill critical capability gap in self
reliance
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(xi) Induction of stitched ship as Indian Naval Sailing Vessel "Kaundinya’ by Navy
(xii) Steps taken for empowerment of Women in Navy

(xiii) Increase indegenious contents in shipbuilding

(xiv) Navy's capability development under the Atmanirbhar Bharat initiatives

(xv) Budget allocation of Rs. 1,07,549.57 crore for FY 2026-27

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The officials of Navy then withdrew)

13. Thereafter, a Power Point Presentation on the working of Indian Coast Guard was made.
This was followed by discussion on following points:

(i) Deployment of donier aircrafts, interceptor boats, hovecraft and helicopters for
close coast surveillance;

(i) Workforce of the Indian Coast Guard

(iif) More allocation in BE 2026-27 as compared to RE 2025-26;
(iv)Emerged as the fourth largest Coast Guard in the world

(v) Commemorate the year as Swarnim Jayanti year

(vi)Protection of lives in the ocean

(vii) Reasons for less expenditure of allocated budget of previous year

(viii) Import of equipment for Coast Guard

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The officials of Indian Coast Guard then withdrew)

14. Subsequently, a Power Point Presentation on the working of Defence Estates
Organisation was made. This was followed by discussion on following points:

() Allocation in BE in FY 2026-27;

(i) Duties of cantonment Board /.e. sanitation, drains and sewerage, water supply,
primary education, health, roads, street lights and survey, etc.;

(i) Duties of cantonment Board i.e. sanitation, drains and sewerage, water supply,
primary and secondary education, hospitals and dispensaries, roads, street
lights and regulation of building construction, etc.;

(iv) Environment and waste management works;
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(v) Provision of eChhawani-Digital portal for online municipal services;
(vi) Grants-in-aid to the Contonment Board

(vi) status of hospitals, dispensaries, AYUSH Centres, etc.

(viii) Advanced health care infrastructure of Cantonment General hospitals
(ix) Integration of PM GatiShakti Portal with Defence Estates Mapping
(x) Successfully implementation of Bhoomi Raksha Portal

(xi) Integration of Lease Renewal/extension Module of eChhawani with Real Time
Record Management

(xit) Telemedicine Services across all Cantonment General Hospitals and
dispensaries

(xiii) Policy issue about monetization of land

(xiv) Policy relating to leases of land

(xv) Litigations related to disputed land

(xvi) Issues relating to transfer of land remined unutilized by Armed Forces

(xvii) Proposal from the State Government for provision of Defence Land;

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The representatives of Directorate General Defence Estates then withdrew)

15. Thereafter, a Power Point presentation on Border Roads Organization was made. The
deliberations were held on the subject on following points:

(i) Budgetary allocations and Role of BRO in building roads in the challenging
terrains and operational area

(i) Details on ongoing projects of BRO

(i) Construction of road projects in Indo-Myanmar border, Chhatisgarh Naxalite
are Bhutan

(iv) Rendering support by BRO in northern theatres and western theatres

(v) Absorbation the concept of EPC contract

(vi) Construction of primarily roads, bridges, tunnels, airfields and marine structure
by BRO
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(vii) Challenges like geography challenges, snow, rainfall, land slides, etc. faced by
BRO

(viii) Construction of highest road on the Umling La Pass

(ix) Allotment of grants to BRO for the FY i.e. Rs. 5994.13 crore which is 4 percent
jump than previous allotment

(x) Plan to built roads in Indo-China border

(xi) Need for environment concerns to meet the complexities

(xii) Issues relating to construction of pending roads in Ladakh, khardung La
tunnel, Kargil Batalik road, Pahalgam Kishtwar road, etc. ;

(xii) Deployment of local labourers to raise employment

(xiii) Construction cost in making per kilometer road by BRO

(xiv) Efforts for transferring of technologies and best practices with State
Governments and other Central agencies

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The representatives of Border Roads Organization then withdrew)

16. After a brief introdcution, a Power Point presentation on DGAFMS was made. The
deliberations were held on the subject on following points:

(V)
(vi)

Budgetary allocation and details regarding organizational structure of DGAFMS

Mission of DGAFMS in delivery comprehensive medical care of the highest
standard during operations as well as peacetime

Mandate of the DGAFMS

spread of the AFMS to the Army, Navy, Air Force, Coastguards, DRDO, Assam
Rifles, NCC and Border Roads

Healthcare establishments i.e. hospitals, sick bays and station medicare
centres of DGAFMS

Echelon based medical care in AFMS

Tele-consultation from ships and submarines as well as ambulances

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.

(The representatives of DGAFMS then withdrew)
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17.

The representative of the NCC Department gave an overview of the

organization with the help of a Power Point Presentation which was followed by deliberations
on the following issues/topics:

(xi)

Budgetary allocation and overview of NCC

Institutional training with primary focus on creating discipline and responsible
citizen by NCC

Annual training camps

Organizing various camps i.e. Ek Bharat Shrestha Bharat, All India Thal Sainik
Camp, India Vayu Sainik Camp, Advance Leadership Camp, Republic Day
Camp

attachment of cadets to Army, Navy, Air Force units

Training syllabus covering subjects i.e. National integration, social awareness,
hygiene, disaster management

weapon training and drill
new initiatives i.e. drone training and cyber training

skilled monthly start-up camps to inculcate a spirit of entrepreneurship and
orientation and to promote new ideas

Adventure camps

trekking camps, mountaineering, and microlight flying

Thereafter, the Membes raised clarifications on the issues related to budgetary
allocations to which the representatives of the Ministry responded.
18.  The Chairperson thanked the representatives of the Ministry of Defence for extensive
discussion on the Demands for Grants and for responding to the queries of the Members.
The Chairperson also requested the representatives to furnish information (which was not
readily available) to the Secretariat expeditiously.

19. A copy of verbatim record of the proceedings has been kept on record.

The Committee then adjourned.
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15 Brig DS Basera Secretary, KSB

2. At the outset, the Chairperson welcomed the representatives of Ministry of Defence
to the Sitting of the Committee convened to deliberate upon Defence Public Sector
Undertakings (DPSUs), Directorate of Ordnance(Coordination and Services)-New DPSUs,
Directorate General of Quality Assurance (DGQA), Directorate General of Aeronautical
Quality Assurance (DGAQA), in connection with examination of Demands for Grants of the
Ministry of Defence for the year 2026-27.

3 Later, drawing attention to Direction 55(1) of the Direction by the Speaker, Lok Sabha
to treat the deliberations of the sittings as ‘confidential’, he requested the representatives of
the Ministry to give an overview of the subject after introducing themselves.

4. After formal introduction, the Secretary, Defence Production initiated the discussion
by highlighting the works of the department which includes production and promotion of
defence equipments in country, attracting more companies including DPSUs and private
sector companies towards defence sector to create an adequate supply chain, encouraging
export of defence products and briefly highlighted various steps taken towards indigenization
and self reliance. Thereafter, the secretary sought permission from the Committee to present
a detailed presentation through PPT by the Joint Secretary of the Department. The highlights
of the presentation given by the Joint Secretary are as under:

() mandate of the department is to achieve self reliance in design, development and
production of defence equipment, to promote indigenization, to promote export, to improve
R&D, promote innovations, to increase public & private sector participation including MSMEs
& Startups and to improve investments including FDI.

(1) Self Reliance/ Indigenisation Initatives through Make Pocedures( Make-I/Il/11l) to promote
indigenous design, development and manufacturing, SRIJAN portal to bring private industry
into indigensiation drive, notification of 5 Positive Indigenisation List, Launch of Innovation for
Defence Excellence (IDEX) to foster innovation and technology development by engaging
MSMEs and Startups etc.

(iii) Initiatives taken for Export promotion- Streamlining of SOP for ease of business, setting
up of Defence Export Promotion Wing, export to almost 100 nations, promotion of Brand India
scheme through Defence Attaches and Export value of Rs. 27085 achieved till 31.01.2026.

(iv) Defence manufacturing licensing have been streamlined resulting in drastiv reduction in
processing time from 8 weeks to 4 weeks. 824 industrial licences issued so far.

(v) Other major reforms — Defence testing portal, launch of Digital Database of Inidan Defence
Companies, R&D roadmap for DPSUs for next Syrs., setting up strategic mental bank of
critical materials.
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(vi)Major achievements- Defence production of more than 1 lakh crore and export of Rs
27,000 crore crossed till 31.12.2025, 15,500 plus items indeginised.

5. Thereafter, a Power Point Presentation was made by the CMDs of all nine Defence
Public Sector Undertakings (DPSUs) viz. Hindustan Aeronautics Limited, Bharat Electronics
Limited, Bharat Dynamics Limited, BEML Limited, Mishra Dhatu Nigam Limited, Mazagon
Dock Shipbuilders Limited, Garden Reach Shipbuilders and Engineers Limited, Goa Shipyard
Limited, and Hindustan Shipyard Limited. Focus of their presentation was on overview,
financial performances, major achievements, major projects/orders ongoing/completed, R&D
and Exports. This was followed by detailed deliberations on the following issues:

(1) Time bound delivery of critical projects.

(i) Order Book position.

(iif) Use of Al in defect detection in manufacturing line.

(iv) increasing share of export by DPSUs in India’s export.
(v) allocation for R&D.

(vi) CSR Spending by DPSUs.

(vii) Impact of accidents on orders.

(viii) reserve of rare materials which are useful for defence equipment and production.
(ix) increasing production of naval fleets and submarines.
(x) Profitability of DPSUs.

(xi) Focus on Indigenisation and self reliance.

(xi1) Structured coordination between DPSUs and Private sector on defence as well as
civilian production to make India a global manufacturing hub.

(xiii) periodic technical assessment and adaptive allocation.

(The representatives of the DPSUs then withdrew and representative of Directorate
of Ordnance(Coordination and Services) came in.)

6. After introduction of the representative of Directorate of Ordnance (Cord. & Serv.), a
brief overview regarding seven new DPSUs was presented by the Joint Secretary. Then
CMDs of all new DPSUs made a Power Point Presentation before the Committee highlighting
their financial position including revenue and order books. This was followed by detailed
deliberations on the following issues:
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(i) CAPEX support to new DPSUs.

(i) Overlapping of products produced by new DPSUs.

(i) Export by new DPSUs.

(iv) Source of raw materials.

(v) manufacturing of anti land mine vehichles.

(vi) Indigenisation.

(vil) Expenditure on R&D.

(viii) Issue of Merger and difficulties faced by employees.

(The withesses then withdrew and representatives Directorate General of

Quality Assurance (DGQA) & Directorate General of Aeronautical Quality
Assurance (DGAQA came in.)

7. The Director Generals of DGQA and DGAQA gave an overview of their respective
organizations with the help of a Power Point Presentation highlighting the role and functions
of both the organizations along with budgetary allocation made and the funds utilized which
was followed by deliberations on the following issues/topics:

(i) Extent of role of DGAQA.
(i) Underlying issues behind the crash of legacy aircrafts and trainers aircrafts.
(iif) Operational clearance for indigenous platforms like Tejas and LCH.

(iv) Nature of quality assurance in foreign collaboration projects.

(The witnesses then withdrew and representatives of Ministry and Defence
Research and Development Organisaiton (DRDO) came in after the lunch break)

8. The Chairperson welcomed the representatives of Ministry of Defence to the Sitting of the
Committee convened to deliberate upon Defence Research and Development Organisation
(DRDOQ), Defence Pension, Welfare of Ex-Servicemen, Ex-servicemen Contributory Health
Scheme (ECHS) in connection with examination of Demands for Grants of the Ministry of
Defence for the year 2026-27.
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9. Later, drawing attention to Direction 55(1) of the Direction by the Speaker, Lok Sabha
to treat the deliberations of the sittings as ‘confidential’, he requested the representatives of
the Ministry to give an overview of the subject after introducing themselves.

10. The representatives of the Department of Defence R&D gave an overview of the the
organization with the help of a Power Point Presentation highlighting their financial overview
comprising of budgetary allocation and expenditures, which was followed by deliberations on
the following issues/topics:

(1) Role of DRDO in changing scenario.
(i) Retention of scientists in light of salary of their counterparts in private sector.

(i) Commercialization of cutting-edge innovation and research for obtaining financial
self sufficiency.

(iv) Development of ICBM.

(v) Increasing budgetary support up to 10% of defence budget and optimum utilization
of sanctioned allocations.

(vi) Partnership with academia, startups and industries.
(v) Support to agriculture and allied sectors through research.
(vi) Timely completion of R&D projects.

vii) Conceptualisations of emerging/invisibile/ unforeseen technologies.

11.  After concluding discussion on Department of Defence R&D, representatives of
Department of Ex-Servicemen Welfare (Defence Pension, Welfare of Ex-Servicemen & Ex-
Servicemen Contributory Health Scheme (ECHS) gave an overview of the organization with
the help of Power Point presentation highlighting administrative and financial matters relating
to Armed Forces Veterans (Ex- Servicement) including pensioners, Armed Forced Veterans
(Ex- Servicemen) Contributory Health Scheme (ECHS) and Matters relating to Directorate
General of Resttlements. This was followed by detailed deliberations on the following
iIssues/topics:

(1) Clearance of Pending bills of empanelled hospitals.

(i) Shortfall of medical specialists in polyclinics.

(i)  Cleanrance of OROP dues.

(iv)  Reconsideration of issues relating to bringing Disability Pension in under Income
Tax.

(V) Relaxation of age limit for Ex- Servicemen for UPSC exams.
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(vi)  Reservation for Children of Ex-Servicemen in education.

(vi)  Employment of Ex Servicemen.

(viii)  Setting up of ECHS facilities in Kargil districts.

(x)  Upgradation of Polyclinics.

(x) Reform in referral system for ECHS beneficiaries.

(xi)  Mobile Polyclinics.

(xit)  Increasing allocation for serious disease/ cancer/ dialysis grants.
(xii)  Ensuring benefits of rightful claims of veterans.

12. The Chairperson, then, thanked the representatives of the Ministry of Defence for
extensive discussion on the Demands for Grants and for responding to the queries of the
Members. The Chairperson also requested the representatives to furnish information to the
Secretariat expeditiously.

13. A copy of verbatim record of the proceedings has been kept on record.

The Committee then adjourned.
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2.

3. Shri Ajay Kumar Prasad - Deputy Secretary

At the outset, the Chairperson welcomed the Members of the Committee and informed

them about the agenda for the Sitting. The Committee then took up for consideration the

following draft Reports:-

3.

(i)

(ii)

(iii)

(iv)

(v)

Demands for Grants of the Ministry of Defence for the year 2026-27 on ‘General
Defence Budget, Border Roads Organisation, Indian Coast Guard, Defence Estates
Organisation, Welfare of Ex-Servicemen and Defence Research and Development
Organisation (Demand Nos. 19, 20 and 21)’;

Demands for Grants of the Ministry of Defence for the year 2026-27 on ‘Army, Air
Force, Navy, Joint Staff, Ex-Servicemen Contributory Health Scheme and Director
General of Armed Forces Medical Services (Demand Nos. 20 and 21)’;

Demands for Grants of the Ministry of Defence for the year 2026-27 on ‘Capital Outlay
on Defence Services, Defence Planning, Procurement Policy and Defence Pensions
(Demand Nos. 21 and 22)’;

Demands for Grants of the Ministry of Defence for the year 2026-27 on ‘Defence
Public Sector Undertakings, Directorate of Ordnance (Coordination and Services—
New DPSUs), Directorate General of Quality Assurance, Directorate General of
Aeronautical Quality Assurance and National Cadet Corps (Demand Nos. 20 and 21)’;
and

Draft Report on the subject ‘Review of Sainik Schools, Rashtriya Indian Military
College (RIMC) and Rashtriya Military Schools’.

After some deliberations, the Committee adopted the above reports without any

modifications.

4.

The Committee, then, authorized the Chairperson to finalise the above draft Reports

and present the same to both the Houses of Parliament on a date convenient to him.

5.

***Does not pertain to the report****

The Committee then adjourned.

Fekdedkded ke
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