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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authoris- 
ed by the Committee, do present on their behalf this 1st Report on 
Sabha) relating to import of a trainer aircraft. 
Accounts Committee contained in their 215th Report (Seventh Lok 
Sabha) relating to import of a trainer aircraft. 

2. 111 their 215th Report, the Committee had dealt with the irn- 
port of aircraft 'L' and associated ground equipment at a total cost 
of Rs. 14.61 crores. According to the Committee, the orders for 
imports were placed without fully exploring the possibility of 
nieeting the increased requirements of trainer aircraft by augment- 
ing the production of aircraft 'K' which was being indigenously 
manufactured by Hindustan Aeronautics Ltd., a public sector 
mdertaking. 

The Committee have concluded that the whole expenditure ~f 
Rs. lddl  crores in foreign exchange apart from the other expendi- 
ture incurred thereon was unnecessary and could have been avoided 
if the HAL had been contemporaneously apprised of the enhanced 
requirements and if the training programme had been drawn 
objectively . The Committee have recommended that in future 
orders for import of machinery and equipment should be placed 
onlv after thoroughly exploring the possibilities of meeting mch 
requirewents indigenously. 

3. The Committee have also deplored the delay in  the matter of 
setting up of indigenous facilities for overhauling of engines a d  
air f ram1 rs of the imported trainer aircraft. 

4. In regard to other recommendations of the Committee, the 
Cornmil.tee have expressed their happiness that as desired by them. 
I he  Government have gone into their Report in detail and have 
either 3lready taken the necessary steps or have brought the Com- 
rnitteeb recommendations to the notice of all concerned for 
~:~idanc:'compliance in order to avoid any such lapses in future. 

5. 171e Report was cortsidered and adopted by the Public Ac- 
counts Committee at their sitting held on 24 June. 1985. Minutes & 
the sittlng form PART ?I of the Report. 



6. Ftw facility of reference and convenience, the recommenda- 
tions a~ Ld conclusions of the Committee have been printed in thick 
type in the body of the Report and have also been reproduced in a 
consoliilated form in the Appendix to the Report. 

7. Tlle Committee place on record their appreciation of the as- 
sistance rendered to them in the matter by the Oflice of the Com- 
ptroller and Auditor General of India. 

NEW DBLHf; 
23 July, 1985 
1 Sraurllr, 190'7 (S) 

E. AYYAPU REDDY 
Chuirman, 

Public Accounts Committee. 



CHAPTER I 

REPORT 
1.1. This Report of the Committee deals with the action taken by 

Government on Comrni ttee's recommendations and observations 
contained in their 215th Report on Paragraph 6 of the Report of 
the Comptroller and Auditor General of India for the year 1981-82, 
Union Government (Defence Services) on Import of a trainer air- 
cmft. 

1.2. The 215th Report which was presented to Lok Sabha on 
30th April, 1984 cor,tainecl 15 recommendations. Action taken notes 
have been received in respect of all the recommendations~observa- 
ijons and these have been broadly catogorised as follows:- 

( i )  Recommendations and observations which have been ac- 
cepted by Government: 

Sl. Nos 1. 2, 3. 4. 6. 7 8. 9, 10, 11, 12 and 15. 

iii) Re .. mimendations and obserntions which the Com- 
mittee do not desire to pursue in the light of the replies 
received from Government : 

(iii) Recommendations and observations replies to which have 
not been accepted by the Committee and which require 
reiteration: 

S1. Nos. 5, 13 and 14. 

iiv) Recommendations and observations in respect of which 
Government have been furnished interim replies: 

Nil 
1.3 The Committee will now deal with the action taken by 

1 ;nvcrnment on some of their recommendations. 

!:?i?)ort of Trainer aircraft (Sl. Nos. 4, 5 & &Paras 1.81, 1.82 & 1.85) 

1.4 Commenting on the import of trainer aircraft without fully 
t i t  llisinrf the indigenous sources. the Committee had in Paramaph 
1 of their 215th Report observed as follows: 

"The Committee are 'of the opinion that if the order for addi- 
tional rea~lirernent of the trainer aircraft mas placed on 
the HAT, in 1974 i t  could have started meeting the entire 



requirements of the Air Force from the y e a  1977 on- 
wards. Had the HAL been contemporaneously apprised 
of the er:l:anced requirements, necessity for which was 
felt after 1971, i t  would have in fact been in a position 
to meet the enhanced requirements right from the year 
197475. The Committee cannot but express their deep 
concern a t  the manner in which the Ministry of Defence 
took a decision to inlyort trainer aircraft at  a cost of more 
than Rs. 14 crores involving scarce foreign exchange 
without fully utilising the indigenous capacity available. 
The Con;j~~il.ic:i are convinced that had the training pro- 
gramme drawn Lip ~.?listi?ally and indigenous capacity for 
manufacture of trainer aircraft been fully utilised, the 
need for import of trainer aircraft would not have arisen. 
This view is further reinforced by the fact that even 
later on when the utilisation rate of imported aircraft, 
came down to 44.2 per cent because of engine bearing 
difficulties, the training programme was carried :.-I 1'3. 
better utilisation of indigenous aircraft 'K' ': 

3.5 In their action taken note dated 12th December, 1984 t h ~  
Ministry of Defence stated as follows: 

"The observations of the Committee have been noted. The 
training programmes are now being formulated as objec- 
tively as possible on the basis of the requirement of pilots 
in the Defence Services and anticipated demands from 
friendly countries. The requirement of the trainer air- 
craft is also being worked out on the basis of the approved 
parameters. Orders are now placed on indigenous manu- 
facturers for additional requirement of trainer aircraf! 
thus fully utilising the indigenous capacity available". 

1.6 1?1 paragraph 1.82. the Committee further recommended as 
follows: 

"While HAL was engaged in stepping up the production rate 
of aircraft from A number of aircraft per year to 2XA 
nuarih;ef of aircraft per year, the original delivery schedule 
for the yes1.5 '1977-7b to 1980-81 was revised and reduced 
to almost half. Due to this revision in delivery schedule, 
the capacity of HAL for about 10 lakh manhours per year 
could not be utilised. The Committee view it with grave 
conrxrn as due to lack of propef planning on the part of 
the Ministry of Defence, the surplus capacity had to re- , * - .I.+. main idle for want of work du r i ' g  the period 1W7-78 to 



!9i$-bU. In the opinlon oi the Committee L C  needs to be 
enquired as to why the order was not placed on HAL and 
instead, an order of over Rs. 14 crores was placed for 
uuport of a forelgn aircraft which d ~ d  not match the indl- 
genous alrcraft In performance, when the HAL were a11 
set to meet the requirements of the Air HQrs for trainer 
aircraft. T i e  cxplanation given by the Defence Secretary 
in this regard that HAL could not have met the increased 
demand is far from convincing". 

1.7 ~ c t i o n  Taken Note dated 12th December, 1984 furnished by 
the Ministry of Defence, reads as follows: 

"The Order for manufacture and supply of Trainer Aircraft 
could not be placed on HAL in 1974 because of the follow- 
ings: 

( i )  HAL required a lead time of 3 to 4 years for delivery 
of the aircraft. 

(ii) HAL required 3 to 4 years to duplicate jigs, procure- 
ment of materials, fabrication of detailed parts and for 
assembly and testing. 

? The above span of time did not match the requirement of 
the trainer aircraft at  that particular time. 

2. The observations of the Committee have been noted. The 
orders for trainer aircraft are now being placed on the 
indigenous manufacturer to meet the future requirement 
of such aircraft: thus utilising the indigenous cacacitp 
available". 

! " A  tommcntinq upon the utilisation of aircraft 'L' during the 
vcr3111 1976-78. the Committee had in Paraqraph 1 85 of their 215th 
Repcart recommended as follows:- 

"T ' ,~J  Committee note that the proposal for import of trainer 
aircraft was made on the assumption that no reduction 
w m  possible in the intake of trainees. In the review con- 
ducted in Februal?;. 1975, it was observed bv the Ministry 
o! Dcfcnce that the extended contingencv training plan 
cot1111 not be p ~ t  into operation with the existing assets. 
Apins t  the sanctioned strength of trainees for each of the 
4 courses under the extended continqency training plan 
cnmmeneing during the period July 1975--January 1977, on 



the basis of which import of alrtraft .L' was made, the 
average urunber of trainees inducteditralned in  each of 
these courses fell sho!t of tile sanctiolred s~rentgh by 47 
per cent, 20 per cent, 39 2er cent and 28 pcr cent res- 
pectively. Owing to s!lortfall in the intake of trainees a d  
on account of abnormally high :ate of wastage, ,~tllisatloil 
of aircraft 'L' fell shcrt of tho plctnned late 01 u t : l i s~ t20  t 

during the  period 1 9 7 6 7 8  by 32 to 47 per c?!li." 

1.76. The Aztion taken note dated 19th October, 1W4 turnis-led 
by tl. r? Ministry of Deren.e :~cx?., as follow,.-- 

"Statement of fact. No specific ailti011 is reqilird." 

1.f) In April, 1975. an aareement was entered into with the Gov- 
ernn ent of Country 'X' inr the has- ot ; $.ertai:~ nwnIwr of 
t r abc r  aircraft 'L' aucl ~ssociaterl ground equipment at  a total cost 
of Rs. 14 61 crows Thew a;-or+{ v w c  d,-lk r r 4  in India <!wing 
October 1 9 W u n e  1976 and were inducted for training from Nov- 
ember 1975 onwards. In their earlier Report the Committee %ad 
desired an enquiry as to ~ 1 : )  thc order was not placed on HAL and 
instead, an  order of over Rs 14 carores was placed for impnrt of a 
foreign aircrafr which did not mdch  the indigennus aircraft in per- 
formance. According to the Mi.~istry of Defence. the o r d ~ -  for ms- 
nufactwe m d  supply of trainer aircraft could not be placed on HAL 
in 1974 bec~ose  of the folloning: 

(i) HAL required a lead time of 3 to 4 years for delivery of 
the aircraft. 

(ii)  HAL reqlrired :; tu 4 years to duplicate jigs, prowrenwlt 
of materials, fabrication of detailed parts and for assemhl) 
and testing. 

Tbc Committee are not v)nvinced with the aforesaid a r g u m ~ t s  
As the need for augnei:ting the reqources ill the country for im: 
partiug training to the pilots was felt in)mediatdS after the 1971 
war, the Committee have no d w h t  that if the HAL had been con- 
temporaneously apprised of thp enhanced requiremeflts, it would 
have hem ie a position to meet the enhanced requirements right 
from the year 1974-15. Fufther, the HAL, according to its Chair- 
man, was in s position to increase ~roduction by 20 per cent a yea] 
within a rrl,~ti\elq dwrt-time without a.qy substantial addition to 
plant and machiacry. Morwvor, owing to shortfall in the intake ot' 
trainees and on account of sbnurmally high rate of wastage. utili- 
sation of the irnprtrd aieraft 'L' fell short of the planned rate of 



utPimtion during the period 1WU-78 by 32 to 47 per cent. The 
Committee consider that thc whole expent1;tl:: e of Rs. 14.61 crores 
in foreign exchange apart from the other expenditure incurred 
thereon was unnecessary and could have been avoided. The Com- 
mittec recommend that in future orders for import of machinery asld 
equipment should be placed only after thoroughly exploring all the 
possibilitks of meeting such requirements indi~enously The Com- 
mittee also stress that sufficient advance notice should be given to 
HAL in respect of the orders placed on them so as to enable them 
to make the supplies in time. 

Indigenous facilities for overhauling of engines and airframes of the 
imported trainer aircraft (Serial Nos. 13 & 14-Paras 1.90 & 1.W). 

1.9 Commenting upon the  failure of the Defence authorities to 
establish indigenous facilities for overhauling of engines and air- 
frames of the imported trainer aircraft as envisaged in tile aqree- 
ment, the Committee had in paragraphs 1.90 and 1.91 of their 215th 
Report, recommended as follows:- 

"Another disquietinq featuie o f  ?he coqtract j.: failure on the 
p:irt of the Def enre authorlt1e3 to cstablist~ indiqenous 
facilities for overhsl l l~ng of englnes and airframes of the 
imported t r ~ i n e i  ~ i r c ra f t  although it was envisaped i n  
the Agreement that full assistance would be by 
the suppliers to establish overhaul facilities in India. In 
the absence of indigenous over'laulin~ f;-illt.e>. the en- 
gines and airframes of these aircraft are still being got 
o~erhauled from abroad involving huge expenditure in 
fcreign exchange. apart from the fact that these engines 
and the airframes remain out of use for considerable 
periods. Upto June. 1983 I expenditure of U.S. 
$3331800 or (m rupees 3,73,60.050) has been incurred on 
the overhauling of engines and airframes of aircraft 'L' 
from abroad whici. :?le Committee feel is a; avoidable 
drain on the scarce foreign exchange reso:rrces of the 
country. 

According to the Ministry of Defewe, the indigenous overhaul 
facilities could not be created due to uncertainty regard- 
lng long term .titflisntion of these aircraft and the un- 
certainty whether the operation of these aircraft would 
stebilise due to  the bearing failure experienced in the 
vear 1977-78. The Committee do not see force in this 



argument as the Defence authorities have now thm- 
selves realised, although belatedly, the need for establish- 
ing these facilities indigenously and the matter is stated 
to bc under examination. The Committee recommend 
that the examination of the matter should be expedited 
sn that at least now the outgo of foreign exchange could 
be avoided". 

1 .10 The action taken note dated 12th Decem.ber, 1984 furnished 
by the Mini:,try of Defence reads as follows: 

"The ~bser:lations of' the Committee in regard to establishme 
indigenous facilities for overhaul of engines and airframe. 
of the imported trainer aircraft have been noted. 

2 .  -qn Indian Team had visited countrv 'X' during the period 
12th June to 5th July, 1984 to study the techno economic 
viability of setting u p  the overhaul facilities in India. 
The team had subrnittcd its report to Air HQs, Govern- 
mrnt of India in hgust-Septemher 1984. The case is 
being examined in detail in consultation with the agencies 
concerned. It is expected that the decision in the matter 
wouid be tsken very soon." 

1.11 In their earlier Report the Committee had expressed their 
deep concern on the failure of the Defence authorities to establish 
indigenous facilities for overhauling of engines and airframes of 
the imported trainer aircraft although it was envisaged in the Agree- 
ment that full assistance would he provided by the suppliers to es- 
rablish these facilities. In the absence of these facilities an .ex- 
penditure of US $ 3831800 or (in rupees 3,73,60,050) had to he in- 
curred upto June 1988, on the overhauling of engines and airfnun6 
of aircraft 'L' from ahroad. which the Committee feIt was an avoid- 
able drain on the foreig~l exchange resources of the country. Tbo 
Committee were then informed by the Defence authorities that they 
were examitring the need for establishing these facilities indige- 
nously. The Committee had recommended that the examination of 
the matter should be expedited with a view to avoid the further 
outgo of foreign exchange. 

1.12 It is a mattcr of deep concern that although more than a year 
has elapsed since the presentati~n of the Committee's Zl5th Report. 
on 30.4.1984, no decision has yet been t&en to establish indigeneus 
overhaul facilities. The Committee point out Shat the Government 
bave failed to take a decision inspite of the fact that an Indian Team 
whicb visited countr?- 'X' during the period 18th June to 5th Jdy 



ig84 to study the techno ecmomic viability of setting up the over- 
.haul facilities had submitted its Report in August-September 1984. 
The Committee are unhnppy over the delay on the part of the Mi- 
nistry of Defence i s  important matters, particularly when it relates 
to  the outgo of foreign exchange. The Committee further find that 
the trainer aircrafk imported in 1975-76 have already outEved about 
'half of their useful life and by the time the proposed overhauling 
facilities become operational, the aircraft might have exhausted 
their major useful life span. While recommending the need for very 
earlv decision in ihe matter. the Committee desire that the residual 
useful life span of these aircraft should also be kept in view. The 
Committee would like to be apprised of the decision taken in the 
matter and further action tnken thereon. 

Judicious utitisation of funds and mpacity of HAL (SZ. Nos. 6,  7, 9, 
11, 12 and 13--Paras 1.83, 1.85, 1.86, 1.88, 1.89 and 1.92) 

1.13 Emphasizing the need for optimal utilisation of the capacity 
af HAL, the Committee had in paragraph 1.83 of their 215th report 
r~commended as follows: 

"The Committee have also been informed that even a t  present 
HAL are loaded with excessive idle capacity. The Com- 
mittee strongly recommend that capacity of the HAL, 
which has been dewloped over the vears with huge pub- 
lic investments for meeting the requirements of Air 
Force for different aircraft should be utilised optimally.'' 

1.14 The action taken note dated 15th January. 1985 furnished by 
ti Ministrv of Defence reads as follows: 

"The recommendation of Committee that the capacity of the 
Hindustan Aeronautics Ltd. which had been developed 
over the yesrs with huge public investments for meeting 
the requirements of Air Force for different aircraft should 
be utilised optimally has been noted. Eindustan Aero- 
nautics Ltd. draw. up its production programme based 
on the order book position to ensure that the capacity is 
put to optimal use. Hindustan Aeronautics Ltd. is cons- 
tantly examining the effective utilisation of the various 
capacities established during the years." 

1.15 parggraph 1.84 .of their 215 Report, the Committee had 
ahserved as follows: 

"The Committee note that before a decision on the import of 
the trainer aircraft was laken. the Air Force team had 



evalbated in May-June, 1974, aircraft 'L' and 'M manu- 
factured by countries 'X' and 'Y" respectively. This team 
in its Report had stated that while aircraft 'M' excelled 
in certain areas of performance aircraft 'L' was technolo- 
gically outdated by 10 years and was neither designed for 
nor had experienced intensive operations in tropical con- 
dithns. The Committee are surprised that in spite nf 
such an adverse report about aircraft 'L' the authorities 
decided to go in for it. According to the W e n c e  Secre- 
tar?, their decrslon to import aircraft 'L' was based on the 
facts that 'it was half the price compared to the other 
one; maintenance was 115th cheaper and delivery was in 
April, 1975'. The Committee are not convinced with this 
argument particularly in view of the fact that the utili- 
sation of these aircraft had been far from satisfactory and 
its suitability for the tropical conditions of this country 
has not been established." 

1.16 In their action taken note dated 12th December, 1984 the 
Ministry of Defence have stated as follows: 

;'The observations of the Committee have been brough~ to 
the notice of all ConCe~-ned for guidance ." 

1.17 Ehphasizine the reed for revision of estimation norms alld 
parameters. the Committee had in paragraph 1.86 of their 215th Re- 
port recommended as follows: k 

"It nas been stated by the Ministry of Defence that the traicer 
intake figtires forecast for the period July, 1975 to .Janu- 
ary, 19f77 were based on the actual wastage rates of the 
immediate past as noted in August, 1974. However. the 
actual wastage rates for the courses in 1976 and 1977 
happened to be more than planned, a fact which could 
not be foreseen in 1975 when the decision for import was 
taken. The Committee are not convinced with this argu- 
ment for, as they observe, even during the year 1978 
when the wastage rate of trainees-was much less than 
that in 1974, there was considerable shodall  in utilisation 
of aircraft 'L'. The Committee would like to express 
their concern at the lack of realistic estimation parameters 
in working out their re isite details which had first led 7 to the import of aircra t Z' and later on to its P s  
under-utilisation. The Cdmmittee recommend that the 



Ministry of Defence should revise their estimation no- 
and parameters so that in fytwe such details can be 
worked out more realistically. " 

1 .IF Action take11 note dated 12th December, 1984 furnished by 
the Ministry of Defence reads as 'follows: 

"The observations of the Committee have been noted. Ac- 
cordingly, the estimation norms and parameters for work- 
ing out the requirement of the current as well as future 
aircraft have been reviewed and revised in the light of 
the experience gained over the years." 

1.19 Deprecating the lack of concern for public funds on the 
part of the Ministrv of Defence, the Committee had in paragraph 
1.88 of their 215th Report observed as follows: 

"According to the Suppliers, the only cause of the bearing 
failures of the engines was the use of lubricant 'N' of a 
particular batch of production which contained some un- 
identified additives. But it was claimed by the Ministry 
of Defence that the engine bearing failures were attri- 
butable to the suppliers, as the same oil was repeatedly 
tested both in lndia and country 'X' and it was found 
to be full! conforming to the recommended specifications. 
For tropicalisation and maintenance support of aircraft 
'L' in India, the suppliers had, inter ulia guaranteed that 
'in respect of possible defects occuring due to utilisation 
of the aircraft under tropical conditions in India, neces- 
sary remedial measures would be taken by the suppliers 
to rectifv such defects replace the necessary components 
at their own cost including &anspbrtation costs to and 
from country 'X' if necessary." It is surprising that inspite 
of the aforesaid categorical guarantee. the Ministry of 
Defence agreed to pay a sum of Rs. 8 lakhs to the sup- 
plier for removal of bearing defects in the engines in 
addition to incurring an extra expenditure of Rs. 57.23 
lakhs on transportation and 0th- -expen% to and from 
between India and country 'X'. In the dpinim of the 
Committee, it was wrong on the part of the Ministry of 

*Defence to have incurred the aforesaid expenditure of 
Rs. 65.23' iakhs, as according to the guarantee given by 
the elppliers, it 'was obviouslv their responsibility to 
meet this expenditure. The Committee 'deprecate this 
lack nf concern for public funds on the part of the Mi- 
nistry of Defence." . . 



1.20 In the action laken note dated 29th November, 1984, tile 
Ministry of Defence have stated as follows:- 

"The observations of the Committee have been brought to the 
notice of all concerned for guidance/compliance in order 
to avoid any such lapses in future." 

1.21 Highlighting the lack of proper planning on the part of the 
Defence authorities, the Committee had in paragraph 1.89 of their 
215h Report recommended as follows: 

"The Committee note that alongwith the main agreement of 
April, 1975, entered into with the Government of country 
'X' for the purchase of aircraft 'L', another contract for 
purchase of spares, test equipment and training aids 
(Rs. 1.74 crores) was concluded with them. This included 
an option clause for the purchase of certain armaments 
and ammunition costing Rs. 42.40 lakhs and test equip- 
ment costing Rs. 7.43 lakhs which was to be exercised not 
later than 15th August. 19%. The Committee are deeply 
concerned to note that the Air Headquarters failed to 
exercise the requisite option before the stipulated date 
and a separate contract was concluded with the supplier? 
in May 1977 for the procurement of these armaments and 
ammunition. which had resulted in extra expenditure of 
Rs. 1.64 lakhs. Due to this failure on the part of the Air 
Headquarters. the receipt of these stores was de!aved 
upto October-December 1979. The Committee do not 
agree with the plea of non-availability of funds for not 
exercising the option in time. According to the Corn- 
mittee, as the cost of the stores. viz. Rs. 50 lakhs was just 
a small part of the main contract for Rs. 14 61 crores. 
there should not have been anv difficult? for arranging 
the necessary funds for these imports. Owing to this 
lapse on the part of Defence authorities. the trainees of 
the earlier batches could not be imparted training in the 
vita1 field of armaments and the training had to be im- 
parted to them in subsequent pears. In the view of +he 
Committee, this is yet anothpr instance of lack of proper 
planning on the part of the Defence authorities." 

1 22 Action taken note dated 291h ~hvernber.  1984. furnish-4 b' 
them Ministry of Defenc? reads as follows: 

"The observations of the Committee have been brought to ?he 
ncrtice of all concerned for guidance~compliance in order 



to avoid any such lapses in future and ensuring proper 
advance planning." . . 

1.23 E:mphasizing the need for detailed examination of the whole 
matter, the Committee had in paragraph 1.92 of their 215 Report 
recommended as follows: - 

"Tho facts narrated above abundantly prove that the whole 
expenditure of Rs. 14.61 crores in foreign exchange apart 
from the other expenditure incurred thereon was un- 
necessary and could have b e ~ n  avoided. There appears 
to be a growing tendency on the part of Defence authori- 
ties to go in for imports even when the demand can be 
met from indigenous sources. This, to say the least, is 
very disturbing. The fact, that Parliament is so generous 
in granting funds for defence needs casts an additional 
responsibility on the Defence authorities to act with 
caution particularly when a proposal involved outgo of 
w a v e  fore;r,n exchange. The Committee recommend that 
the whole matter should be examined in detail with a 
view to identifying the draw backs in the system which 
allowed a variety of lapses to occur and to take necessary 
steps for obviating such lapses in future. The Committee 
would like to be apprised of the action taken in thip 
repard within six month." 

1.24 Action taken note dated 15th January, 1985 furnished by the 
Mi~istry of Defence reads as follows:- 

"The Government have gone into the report of the Committee 
in detail. Accordingly, the training programmes for the 
pupils of the Defence Services are now being formulated 
as objectively as possible on tho, basis of the requirement 
of pilots in the Defence Services and anticipated demands 
irom friendlv countries. The requirement of the trainor 
aircraft is also heine worked out on the basis of the revis- 
ed aprpoved parameters. The requirement of the current as 
well as future aircraft have been reviewed and revised 
on the basis of the revised norms and parameters in the 
light of the experience gained over the years The obser- 
vations of the Committee regarding proper utilisatio? of 
the public funds.have been brought to the notice of all 
concerned for nl:dance/comwilance. The Committee had 
deprecated the lack of proper wlannine on the part of 
Defence authorities which too have also been bronqht t o  
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the notice of all concerned for guidancelcompliance in 
order to avoid any such lapses in future and ensuring 
proper advance planning. It  has been emphasised on all 
concerned that all out efforts should be made to go in for 
indigenous equipment and the tendency to go in for imports 
should be strictly curbed. . . 

The observations of the Committ,ee in regard to establishing 
indigenous :acilities for overhaul of engines and air frames 
of the imported trainer aircraft have been noted. Accord- 
ingly, an Indian Team had been deputed to visit country 
'X' to study the techno-economir viability of setting up 
the overhaul facilities in India. The team had submitted 
its report in August-September, 1984 which is being exa- 
mined in detail in consultation with the agencies con- 
corned. The decision when arrived at would be intimated 
to all concerned.'' - .  

1.25 In  their earlier Ptyxwt. the Committee had highlighted 
numerotrs drawbarks and shortromin:~ which were established dur- 
ing t!x cour.;.c of esnminntion by them of a rase of import of a 
trainer aircraft. Samt* 01 t ? ~  important observations'recomrnencla 
tions made hs  the Comrnittc*c are as follows: 

"(i) Caparity of the HAL, which has been developed over 
the years  wit!^ huzc puhlir inve:tments for meeti.ng the 
reqnircmcuts of Air Force fw di!Terent aircraft should be 
utilised optimal1 y. 

( i i )  Utiliswtion of i9,iriraft 'L' imported at a cost of Rs. 14.61 
crores had 1)ecn far from satisfactory and its suitabilitv 
for thc t m p i c ~ l  conditions of this country has not been 
estaldished. 

(iii) Lack of renlistir. es*'imatir,n psr:~meters in working out 
the rcqrisitp details which had f r s t  led to thc import of 
aircraft 'L' and 1atc.r on to it<. grws undcr-utilisation. 

I t  \Va? c*n\phas:zcd on the Minht-y of Defence to revise 
their cstiinutiol? nornw and parameters so that in future 
such &?ails call hr worked out rnore realistically. 

(iV) I t  was wrong on the part of -tha Ministry of Defence to 
have incurred an expenditure of Rs. 65.23 lakhs o , ~  re- 
moval of hcaring defcds in the enfines and transporta- 
tion cxpenses as according to the c a r a n t e e  given by the 
s ~ ~ p ~ l i e r s  it was ohriously their responsibility to meet this 



expenditure. Deprecated the lack of proper concern for 
public fu~ lds  on thc part of the Ministry of Defence. 

(v)  Failure of the Air Headquarter to  exercise option for the 
purchase of ceriaiu armaments and ammunition before the 
stipulated date and conclusion of a separate contract with 
the suppliers, resulting in extra expenditure of Rs. 1.64 
l a k h ~ .  Lack of proper planning on the part of the Defence 
authorities. 

(vi) Growiag iendcncy on the part or Defence authorities to  
go io for imporis even when the demand can be met from 
indigenous sonrccs." 

1.26 The Committee are glad that as desired by them the Govern- 
ment have gone into their report in detail. Some of the steps al- 
ready takcn b ~ r  the Ministry of Defence in pursuance of their afore- 
said recommendations arc as follows:- 

"(i)  Hindustall -4c:ronnuti?s is c~ot~t inuousl~ examining the 
cff~r t ivc  utilisntion of the various capacities established 
during the years. 

(ii) The training progrwnmcs for the trainees of the Defence 
Services are now being formulated as objectively as pos- 
sible on the basis of the requirements of pilots i.1 the De- 
fcnrc Servirrs :~nd  nntif5pated demands. 

(iii) T'w rer~~l i ren~c~n~ts  of the c .~rrcnt  as well :is future air- 
craft have been rcvicwcd and revised on the basis of the 
revised norms and parameters. -- - P 1111- 

(iv) It has hecn c.nipha4zed on all roncer~~ed  that all out 
e f f ~ r l s  should be made to go in for i.qdigenous equipmerlt 
and the tcndcncy to go in for imports should be strictly 
curhrcl." 

The other rcro~nmcud:itionh of the Committcc have been hrouwht 
to the notire of all concerned for guidance'con~~liance in order to 
avoid any such lapses in future and enoving proper advance 
planning. The Committcc trllst that the implemcntatio~l of the 
various instructions issued hy the Ministry of ncfcnce in pursuance 
of their rccom~ncndations wwnld be watched by them so that thew 
ins t ruc t io ,~~  are consrientinusly followcd both in letter and spirit 
with a view to enswe and judiriorls utilisation of funds so 
generously granted to them by Parliam'en t. 



CHAPTER I1 

RECOMMENDATIONS AND OSERVATIONS WHJCH HAVE 
BEEN ACCEPTED BY GOVERNMENT 

Till 1974, advance training to fighter pilots was being imparted 
on aircraft 'G', 'H' and 'K'. Aircraft 'G' was proposed to be phased 
out by December 1974 and aircraft 'H' was not expected to be main- 
tained beyond June 1975. In March 1974, a long term pilot training 
plan was prepared for the years 1977-86 with reference to inrl'- 
genouslg manufactured aircraft 'K'. Simultaneously, for the interim 
period 1975 to 1977, the h r  Headquarters had formulated an 
extznded contingency training plan for the courses commencing 
during this period. This training programme was drawn up as after 
the 1971 war it was considered necessary that there should be a lon? 
term programme for mobilising the pilot training resources of the 
country so that at no time th? country was found deficient in this 
field. 

[SI. No. I (Para 1.78) of appendix to 215th Report of t,ne 
Public Accounts Committee (7th Lok Sabha) 1 

Aci'on taken 

Statement of fact. No specific action is required. 

2. DADS has seen. 

[Ministry of Defence O.M. No. 56'8'821D(Air-I) Vol. IV 
Dated 19-10-841 

Recommendation 

In July, 1974, it was felt that to implement this training plan the 
esisting tsset!: of aim:-aft 'K' together with the deliveries anticipated 
at *A number of aircraft per year and with a maximum utilisation 
rate of 30 hours per aircraft per month, would be deficient of the 
requirement by 41 per cent in 1975, 29 per cent in 1976 and 40 per 
cent in 1977. Accordingly, an agreement was entered into in April, 



1975 with the Government of country 'X' for the purchase of a 
certain number of aircraft 'L' and associated ground equipment at 
a total cost of Rs. 14,.61 crores. 

[Sl. No. 2 (Para 1.79) of appendix to 215th Report of the 
Public Accounts Committee (7th Lok Sabha)] 

Act Ion taken 
Statement of fact. No specific action is required. 

2. DADS has seen. 

[Ministry of Defence O.M. No. 56 18; 82 j D (Air-I) Vol. IV 
Dated 19-10-841 

Recommendation 
The Committee are surprised that orders for the import of air- 

craft 'L' were placed without fully exploring the possibility of 
meeting the increased requirements of trainer aircraft by augment- 
ing the nrodurtion or aircraft 'K' which was bemg indlgenousiy 
manufactured by Hindustan Aeronautics Ltd., a public sector under- 
taking 'Z'ile design : i d  development work of aircraft 'K' was under- 
taken by HAL in 1960 and the first aircraft flew in Sept., 1964. 
Though the production level was low during the earlier years from 
1967-68 to 1972-73 due to teething trouble and complexitv 
m c l  magnitude of the project, the average annual production 
rate of a number of aircraft was maintained during the period from 
1973-74 to 1976-77. According to the Chairman of the HAL, the 
undertaking would have taken a period of three years for increasing 
its production capacity from A number to 2 XA number of aircraft 
a year with an additional investment of only about 50 lakhs. 

Further, the HAL. according to its Chairman, was in a position 
to increase production by 30 per cent a year within a relatively 
short-time without any substantial addition to plan and machinery. 
From a note furnished by the Ministry of Defence, the Committee 
find that "HAL was prepared to take up the production but the 
order waa not placed cn it" and further 'Had such notice (lead time 
c!f 3 bears) been given to HAL the additional production could k ; i w  
bcen .ncreased to 2 XA number of aircraft from 1974-75. 

[Sl. No. 3 (Para 1.80) of appendix to 915th Report of the 
Public Accounts Committee (7th Lok Sabha)] 

Action taken 
Govt.(Air Force Plan to meet the future trainer aircraft require- 

ment for initial training through indigenous sources. A Long Term 



Training Plan for Pilots (1687-91) is under consideration based on 
availability of indigenous trainer aircraft. 

2. DADS has seen. . . 
[Ministry of Defence O.M. No. 56 j8 j821D (Air-I) 

. . Dated 19-10-'841 

The Committee are of the opinion that 11 the order for additional 
;eqmrement of the trainer alrcraft was placed on the HAL in 1974, 
it could have started meeting the entire requirements of the Air 
Force ilnm the year 1977 onwards. Had the HAL been contempora- 
neously apprised of the enhanced r~quirements, necessity for which 
was felt after 1971, it would have in fact been in a positlon to  meet 
the enhanced requirements right from the year 1974-75. The Com- 
mittee cannot but express their deep concern at the manner in which 
the Ministry of Defence took a decision to import trainer aircraft 
at a cost of more than Rs. 14 crores involving scarce foreign ex- 
change without fully utilising the indigenous capacity available. 
The Committee are convinced that had the training programme 
drawn up realistically and indigenous capacity for manufacture of 
trainer aircraft been fully utilised, the need for import of trainer 
aircraft would not have arisen. This view is further reinforced by 
the fact that even later on when the utilisation rate of imported 
a i r ra f t  came down to 44.2 per cent because of engine bearing diffi- 
c~lliies, the training programme was carried on by better utilisation 
cf i:;digenous aircraft 'K'. 

151. No. 4 (Para 1.81) of appendix to 215th Report of the Public 
Accounts Committee (7th Lok Sabha) ] 

Act'on taken 

The observations of the Committee have bee11 noted. The train- 
ing programmes are now being formulated as objectively as possiblo 
on the basis of the requirement of pilots in the Defence Servic~s 
and anticipated demands from friendly countries. The requirement 
of the trainer aircraft is also being worked out on the basis of the 
approved parameters. Orders are now placed on indigenous manu- 
facturers for additional requirement of trainer aircraft thus fully 
utilising the indigenous caparity available. 

2. DADS has seen. 
, 

[Ministry of Defence O.M. No. 56/81821D(Air-I) 
Dated 18th Dec 19841 



Itecommendation 

The Committee have also been informed that even at present 
HAL are laden with excessive idle capacity. The Committee strong- 
ly recommend that capacity of the HAL, which has been developed 
over the years with huge public investments for meeting the re- 
quirements of Air Force for different aircraft should be utilised 
optimally. 

[Sl. No. 6 (Para No. 1.83) of appendix to 215th Report of the 
Public Accounts Committee (7th Lok Sabha)] 

AclIon taken 

The recommendation of Committee that the capacity of the 
Hindustan Aeronautics Ltd. which had been developed over the 
years with huge public investments for meeting the requirements 
of Air Force for different aircraft should be utilised optimally has 
byen noted. Hindustan Aeronautics Lid. draws up its production 
programme based on the order book position to ensure that the 
capacity is put to optimal use. Hindustan Aeronautics Ltd. is cons- 
tantly examining the efyecti ve uti lis? t ion of the lrarious capacities 
established during the years. 

2. DADS has seen. 

[Ministry of Defence O.M. No. 56'8:82jD(Air-I) 
Dated 15th ,Tan. 1985) 

The Committee note that before a decision on the impnrt 
of the trainer aircraft was taken, the Air Force team had evaluated 
in May-June 1974, aircraft 'L' and 'M' manufactured by countries 
'X' and 'Y' respectively This team in its Report had stated that 
while aircraft 'M' excelled in certain areas of performance aircraft 
'L' was technologirslly outdated by 10 years and was neither 
designed for nor had experienced intensive operations in tropical 
conditions. The Committee are surprised that in spite of such an 
adverse report about aircraft 'L' the authorities decided to go in 
for it According to the Defence Secretary, their decision to im- 
port aircraft 'L' was based on the facts that "it was half the price 
compared to the other m e ;  maintenance was 115th cheaper and de- 
l;\wry was in April. 197.5." The Committee are not convinwd 
with this arqumer:t partitularlv in view of the fact th?t the 
utilisation of these aircraft had been far from satisfactory and its 



suitability for the tropical conditions of this country has not been 
established. 

. .  . 4 .  h a - 1  

[Sl. No. 7 (Para 1.84) of appendix to 215th Report of the 
Public Accounts Committee (7th Lok Sabha) J.  

Action Taken 

The observations of the Committee have been brought to the 
notice of all concerned for guidance (copy enclosed) (Annexure). 

2. DADS has seen. 
[Ministry of Defence O.M. No. 56181821D (Air-I) dated 17th 

December 1984.1 

A N N E X U R E  

Tele: 370231/486 
Air HQ1187011881Trg. 

19 Oct. $4 

DIRECTORATE OF TRAINING 

215th Report of the PAC (1984) Import of Trainer Aircraft 

1. Enclosed please find extract of para 1.84 of Appendix to 215th 
Report of the Public Accounts Committee (1984).* 

2. THE DCAS desires that the Con-erned Directorates under 
you be made awam of the observations contained in the para and 

*Conclusions and Recommendation of the Committee 

The Committee note that before a decision of the import of the trainer aircraft 
was taken, the Air Force team evaluated in the May-June 1974, aircraft 'L' and 
'M' manufactured by countries 'X' and 'Y' respectively. This team in its report hltd 
stated that while aircraft 'M' excelled in certain areas of performance aircraft 'I.' 
was technologically outdated by 10 years and was neither designed for nor had ex- 
perienced intensive operations in tropical conditions. The Committee are surprised 
that in spite of such an adverse report about aircraft 'L' the authorities decided 
to go in  for it. According to the Defence Secretary, their decision to import air- 
craft 'L' was based on the facts that "it was half the price compared to the other 
one; maintenance was 115th cheaper and delivery was in April, 1975. The Com- 
mittee are not convinced with this argument particularly in view of the fact that the 
utilisation of these aircraft had been far from satisfactory and its suitability for the 
tropical conditions of this country has not been established. 

SI. No. 7(Para 1 .84) of the apOcnctu to the 215th W t  of the PAC 1983-84 
(7th Lok Sabha). 



suitable instructions may be issued to ensure compliance of the re- 
commendations of the Committee. 

Sdl- 
(P. SINGH) 
AVM .. 
DTrg 

Encl: As stated 
ACAS (Plans) 
ACAS (Ops) 
ACAS (Eng) 
ACAS (Systems) 

Recommendation 
The Committee note that the proposal for import of trainer air- 

craft was made on the assumption that no reduction was 
possible in the intake of trainees. In the review conducted 
in Felwuarv, 1975, it was observed by the Ministry of Defence tnat 
the extenc!ed contingency training plan could not be put into opera- 
tion with the existing assets. Against the sanctioned strength of 
trainees tor each of tile 4 courses under the extended contingency 
training plan commencing during the period July-1975--January 
1977, on the basis of which import of aircraft 'L' was made, 
the average number of trainees inducted/trained in each of these 
courses fell short of the sanctioned strength by 47 per cent, 20 per 
cent, 39 per cent and 28 per cent respectively. Owing to shortfall in 
the in take of trainees and on account of abnormally highrate of 
wastage, uiilisation o: aircraft 'L' fell short of the planned rate 9E 
ut'lisation during the period 1976-78 by 32 to 47 per cent. 

[Sl. No. 8(Para 1.85) of appendix to 215th Report of the 
Public Accounts Committee (7th Lok Sabha)]. 

Action taken 

Statement of fact. No specific action is required. 
2. DADS has seen. 

[Ministry of Defence O.M. No. 56818182 1D ( Air-I) Dated 19-10-841 
Recommendatio~i 

1.86. It  has been stated by the Ministry of Defence that the 
trainer in take figures forecast for the period Julv, 1975 to January, 
1977 were based on the actual wastage rates of the immediate past 



as noted in  August, 1974. However, the actual wastage rates for 
the courses in 1976 and 1977 happened to be more than planned, a 
fact which could not be foreseen in 1975 when the decision for im- 
port was taken. The Committee are not convinced with this argu- 
ment for, as  they observe, even during the year 1978 when the 
wastage rate of trainees was much less than that in 1974, there was 
considerable shortfall in utilisation of aircraft 'L'. The Committee 
would like to express their concern a t  the lack of realistic estima- 
tion parameters in working out the requisite details which had 
first led to the import of aircraft 'L' and later on to its gross under- 
utilisation. The Committee recommend that the Ministry of 
Defence should revise their estimation norms and parameters so 
that in future such details can be worked out more realistically. 

[Sl. No. 9 (Para 1.86) of Appendix to 215th Report of the 
Public Accounts Committee (7th Lok Sabha)]. 

A d o n  taken 

The observations of the Committee have been noted.  according?:^, 
the estimation norms and parameters for working out the require- 
m?nt of the current as well as future aircraft have been reviewed 
and revised in the light of the experience gained over the years. 

[Ministry of Defence O.M. No. 5 6 8  82jD (Air-I) dated i2th 
December 1984.1 

The Committee n o k ,  that the engines of aircraft 'L' developed 
engine bearing failures p,rematurcly which resulted in bringing 
down the serviceability of the aircraft just to 44.2 per cent of the 
fleet in the year 1958. During he succeeding years also the service- 
ability of these aircraft was uns2tisfactory due to poor product 
supp9,rt and inadequate supply of lubricant '0'. According to 
Audit Para, the number of aircraft that could be sustained opera- 
tionally since 1975 was about 50 per cent of the assets held. But 
according to the Defence Secretary the serviceability of these air- 
craft was 69 per cent in 1979, 63.3 per cent in 1980, 76.2 per cent 
in  1981 and 64.57 per cent in 1982. 

[Sl. No. lO(para 1.87) of appendix to 215th Report of the 
Public Accounts Committee (7th Lok Sabha)] 

Action taken 

Statement of fact. No specific action is required. 



2. DADS has seen. 

[Ministry of Defence O.M. No. 56 1818ZID (Air-I) Dated 19-10-841 

Recommendation 

According to the suppliers, the only cause of the bearing failures 
of the engines was the use of lubricant 'N' of a particular batch of 
production which contained some unidentified additives. But it 
was claimed by the Ministry of Defence that the engine bearing 
faiiures were attributable to the suppliers, as the same oil was 
repeatedly tested both in India and country 'X' and it was found to 
be fully conforming to the recommended specifications. For tropi- 
calisation and maintenance support of aircraft 'L' in India, the 
suppliels had, inter al;a, guaranteed that "in respect of possible de- 
fects occurring due to utilisation of the aircraft under tropical con- 
ditions in India, necessary remedial measures would be taken by 
the suppliers to rectify such defects replace the necessary com- 
ponents at their own cost including transpo.rtation costs to and 
from country 'X' if necessary." It  is sulprising t -  lt n:yite of the 
aforesaid categorical guarantee, the Minist]-) n i  Def2nce agreed to 
p l y  a sum of Rs. 8 lakhs to the supplier f c ~ ?  removal of bearing 
defects in the engines in addition to incurring an extra expenditure 
of Rs. 57.23 lakhs on transportation and other expenses to and 
from bctween India and country 'X'. In the opinion of the Corn- 
mittee, it was wrong on the part of the Ministry of Defence to have 
incurred the aforesaid expenditure of Rs. 65.23 lakhs, as according 
to the guarantee given by the suppliers, it was obviously their res- 
P O ~ S ~  bi! ity to meet this expenditure. The Cornmi ttee deprecate 
this lack of concern for public funds on the part of the Ministry of 
Defence. 

[Sl. No. 11 (Para 1.88) of appendix to 215th Report of the 
Public Accounts Committee (7th Lok Sabha)] 

Action Take11 

The observations of the Committee have been brought to the 
notice of all concerned for guidancelcompliance in order to avoid 
any such lapses in future (copy enclosed) (Annexure). . 

2. DADS has seen. 

ministry of Defence O.M. No. 56 (81821 D (Air-I) dated 
29th November, 19841 



ANNEXURE 
Copy of M of D.I.D. No. 11 (1)/84/D (Budget) dated 11th Oct. 1984 
regarding Action Taken Note on para 1.88 of the 215th Report of 
Public Accounts Committee 1983-84 (7th Lok Sabha relating to 
Import of a trainer aircraft. 

The observationjreccrrnmendations made by the Public Accounts 
Committee, Seventh Lok Sabha, 1983-84 in para 1.88 of their 215th 
Report presented in the Parliament on 30th April, 1984, regarding 
Import of a trainer aircraft are as under:- 

Para 1.88 Defence: According to the suppliers, the only cause of 
the bearing failurzs of the engines was the use of lubricant 'N' of 
a particular batch of production which contained some unidentified 
additives. But it was claimed by the Ministry of Defence that the 
engine bearing failures were attributable to the suppliem as the 
same oil was repeatedly tested both in India and country 'X' and it 
was found to be fully conforming to the recommended specifica- 
tions. For tropicalisation and maintenance support of aircraft 'L' in 
India, the supplier\ had, inter alin, guaranteed that "In respect of 
possible defects occurring due to utilisation of the aircraft under 
tropical con$itions in India, necessary remedial measurzs would be 
tnken by the suppliers to rectify such defects'replace the necessary 
components at their own -st including transportation costs to and 
from country 'X', if naoessary." It is surprising that in spite of trle 
aforesaid categorical guarantee. the Ministry of Defence agreed to 
pay a sum of Rs. 8 l a b s  to the supplier for removal of bearing 
defects in the engines in addition to incurring an extra expenditure 
of Rs. 57.23 lakhs on transportation and other expenses to and from 
between India and country 'X'. In the opinion of the Committee, 
it was wrong on the p , r t  of the Ministry of Defene? to have incur- 
red the aforesaid expenditure of Rs. 65.23 lakhs, as according to the 
guarantee given by the suppliers, it was obvioush their responsibi- 
litv to meet this expenditure. The Committee deprecate this lack 
of'concern for public funds on the part of the Ministry of Defence. 

2. The above mentioned observationslrecommendations of the 
PAC may please be noted for guidance'compliance in order to avoid 
any such lapses in future. 

Recommendation 

The Committee note that alongwith the main agreement of 
April, 1975, entered into with the ~ove rnmen t '  of country 'X' for 
the purchase of aircraft 'L', another contract for purchase of spares 
test equipment and training aids (Rs. 1.74 croxs) was concluded 



with them. This included an option clause for the purchase of c2r- 
tain armaments and ammunition costing Rs. 42.40 lakhs and test 
equipment costing Rs. 7.43 lakhs which was to be exe.rcised not 
later than 15th August, 1975. The Committee are deeply concerned 
to note that the Air Headquarters failed to exercise the requisite 
option before the stipulated date and a separate contract wzs con- 
cluded with the suppliers in May 1977 for the procurement of these 
armaments and ammunition, which had resulted in extra expendi- 
ture of Rs. 1.64 lakhs. Due to this failure on the part of the Aw 
Headquarters, the receipt of these stores was delayed upto October- 
December 1979. The Committee do not agree with the plea of non- 
availability of funds for not exercising the option i q  time. Accord- 
ing to the Committee, as the cost of the stores. viz. Rs. 50 lakhs 
was just a small part of the main contract for Rs. 14.61 crores.  the^ 
should not have been any difficulty for arranging the necessary 
funds for these imports. Owing to this lapse on the part of Defence 
authorities, the trainees of the earlier batches coula not be imparted 
training in the vital field of armaments and the training had to he 
imparted to them in subsequent years. I:, t ' ie  vicv: of i h ~  Com- 
mittee, this is yet another instance of lack of moper planning on 
the  part of the Defence authorities. 

[Sl. No. 12(Para 1.89) of appendis to 215th Report of 
the Public Accounts Committee (7th Lok Sabha)] 

Act'on taken 

The observations of the Committee have been broug5t to the 
notice of all concerned for guidance compliance in order to avoid 
anv such lapses in future and ensuring propcr advance planning. 
(copy enclosed) (Annexure). 

?. DADS has seen. 

[Ministry of Defence O.M. No. 56/8/82,;D(Air. I) dated 
29th November. 19841 

ANNEXURE 

Copy of M of D.I.D. No. 11 (12) ;84'D(Budget) dated 17th Septem- 
ber, 1084 regarding Action Taken note on para 1.89 of the 215th 
Report of Public Accounts Committee 1983-82 (7th Lok Sabha) re- 
lating to Import of a trainer aircraft. 

The observations'recorndendations made by the Public Accounts 
Committee. Seventh Lok Sabha, 1983-84. in para 1.89 of their 215th 
Report. presented in the Parliament on 30th April. 1984, regarding 
Import of a trainer aircraft are as under:- 



Para 1.89 The Committee note that alongwith the main agree- 
ment of April, 1975, entered into with the Government of country 
'X' for the purchase of aircraft 'L', another contract far purchase of 
spares test equipment and training aids (Rs. 1.74 crores) was con- 
cluded with them. This included an option clause for the purchase 
of certain armaments and ammunition costing Rs. 42.40 lakhs and 
test equipment costing Rs. 7.43 Zakhs which was to he exercised not 
later than 15th August, 1975. The Committee are deeply concerned 
to note that the Air Headquarters failed to exercise the requisite 
option before thc stipulated date and a separate contract was con- 
cluded with the suppliers in May, 1977 for the procurement of these 
wmaments and ammunition, which had resulted in extra expendi- 
ture of Rs. 1.64 lakhs. Due to this failure on the part of the Air 
Headquarters, the receipt of these stores was delayed upto October- 
hcember  1979. The Committee do not agree with the plea of non- 
availability of funds for not exercising the option in time. Accord- 
ing to the Committee, as the cost of the stores, viz Rs. 50 lakhs was 
just a small part of the main contract for Rs. 14.61 crores, there 
should not have been any difficulty for arranging the necessary 
fund.: !or these imports. Owing to this laps2 on the part of Defence 
authont~es, the trainees of the earlier batches cou!d not bc impart- 
c:l training in the vital field of armaments and the training had to 
be imparted to them in subsequent years. In the view of the Com- 
mittee. this is get another instance of lack of proper planning on 
the part of the Defence authorities. 

2. The above mentioned obsc7rvations1recom~nendations of the 
PAC mav please be noted for guidance compliance in order to a 
avoid an$ such lapses in future and ensur'ng proper advance plann- 
ing. 

Recummendation 

The facts narrated above abundantly prove that the whole expen- 
diture of Rs. 14.51 crore, in  fnrtaipn rxcclangc apart from thc other 
expen.jii,~re incurred thereon was unnecessary and could have been 
avoided. 'i'n~re appears to be a growing tendency on the part of De- 
fence authorities to go in for imports even when the demand can be 
met from indigenous sources. This. to sav the least. is very d'sturb- 
ing. The fact that Parliament is so gencrous in granting funds tor 
defence needs casts an additional resyansihlity on the Defen-e autho- 
rities to act with cadtion particularly wheh a ~roposal  involves outgo 
of scarce foreign exchange. The Committee recommend that the 
whole matter should be examined in detail with a view to identifying 
the drawbacks in the system which allowed a variety of lapses to . -.* 



occur arid to take necessary steps for obviating such lapses in future. 
The Committee would like to be apprised of the action taken in this 
regard withjn six months. 

[Sl. No 15 (Para 1.92) of appendix to 215th Report of the Public 
Accounts Committee (7th Lok Sabha) ] 

Actron taken 

Tlie riovernment have gone into the report of the Committee in 
detail Accoruingly, the training programmes for the pupils of the 
Defence Srvices  are now being formulated as objectively as possible 
on the l~aris of the requirement of pilots in the Defence Services and 
anticipated demands from frlendlv countries. The requirement cf 
the trainer aircraft is also being worked out on the basis of the revised 
approved parameters. The requirement of the current as well as 
future aircraft have been reviewed and revised on the basis of the 
revised norms and pzrarneters in the light of the experience gained 
vver the \.ears. The observations of the Committee regarding proper 
utilisation 01 tile public funds have been brought to the notice of all 
conoernecl for guidance/compliance (Copy enclosed) (Annexure) . 
The Committee had deprecated the lack of proper planning on tne 
part of Defence authorities which too have also been brought to the 
notice of all concerned for guidance/compliance in order to avoid any 
wch I a ~ s e s  in future and ensuring proper advance planning. It has 
5een emphaslsed on all concerned that all out efforts should be made 
to go in for indigenous eq~iipment and thc tendency to go in for Im- 
ports should be strlctly curbed. 

2. ?'Ire okservations of the Committee in regard to establishing in- 
digeno;~~ facilitles for ovcrhnul of engines and airframes of the im- 
ported trainer aircraft have been noted. Accordingly. an Indian Team 
had been deputed to visit country 'X' to study the techno-economic 
viabilitv of setting up the overhaul facilities in India. The team had 
submitied its report in August-September 1984 which is being examin- 
ed in detail in consultation with the agencies concerned. The deci- 
sion when arrivea at would be intimated to all concerned. 

0 

3. DADS has seen. 

[Ministry of Defence O.M. No. 58/8/82/D (Air. I) dated 
15th Jan. 19751 



ANNEXURE 

Copy of M of L) I .D. No. 11 (12) 1841D (Budget) dated 11th Oct. 1984 
regarding Action Taken Note on the 215th Report of Public 
Accounts Committee 1983-84 (7th Lok Sabha) relating to import 
of a trainer aircraft 

The observat.ions/recommendations made by the Public Accounts 
Committee. Seventh Lok Sabha, 1983-84 in para 1.88 of their 215th 
Report presented in the Parliament on 30th April, 1984, regarding Im- 
port of a trainer aircraft are as under:- 

Para 1.88 Defence 

Accordrng to thc suppliers, the only cause of the bearing 
failures of the engines was the use of lubricant 'N' of a 
particular hatch of production which contained some identified ad- 
ditives. But it was claimed by the Ministry of Defence that the engine 
bearing failures were attributable to the suppliers, as the same oil 
was repeatedly tested both in India and country 'X' and i t  was found 
to be fully conforming to the recommended specifications. For troyi- 
calisation and maintenance support of aircraft 'L' in India, the sup- 
pliers had, inter alia, guaranteed that "In respect of possiblge defects 
occurring due to utilkation of the aircraft under tropical conditions 
in India. necessary remedial measures would be taken by the suppliers 
to rectify such defects/replace the necessary components at  their own 
cost including transportation ~ o s t s  to and from country 'X', if neces- 
sary. " It is surprising that in spite of the aforesaid categorical guaran- 
tee, the Ministry of Defence agreed to pay a sum of Rs. & lakhs to the 
supplier for removal of bearing defects in the engines in addition to 
incurring an extra expenditure of Rs. 57.23 lakhs on transportation 
and other : :pmr;es to and from between India and country 'X' In 
the opinion of the Committee, it was wrong on the part of the Minist~y 
of Defence rr ,  have incurred the aforesaid expenditure of Rs.  65.23 
lakhs, as according to the guarantee given by the suppliers, it was 
obviously therr responsibility to meet this expenditure. The Commit- 
tee deprecat.2 this lack of concern for public funds on the part of the 
Vinistryof Defence. - 

2. The :!hove mentioned observations/recommendations of the PAC 
may please be noted for guidance/compliance in order to avoid any 
such lapses in future. 



CHAPTER I11 

RECOMMEiUDhrI'lONS AND OBSERVATIONS WHICH THE COM- 
MlTTEE .DO NOT DESIRE. TO PURSUE IN THE LIGHT OF 

THE REPLIES RECEIVED FROM GOVERNMENT 

- Nil - 



CHAPTER N 

RECOMNIENDATIONS AND OBSERVATIONS REPLIES TO 
WHICH HAVE NOT BEEN ACCEPTED BY THE COMMI'ITEE 

AND WHICH REQUIRE REITERATION 
Recommendation 

While HAL was engaged in stepping up the production rate of 
aircraft from A number of aircraft per year to 2XA number of am- 
craft per year, the original delivery schedule for the years 1977-78 
to 198b-81 was revised and reduce to almost half. Due to 
thlis revision in delivery scheduleb the capacity Uf HAL 
for about 10 lakh manhours per year could not be utilised. The 
Committee view i t  with grave concern as due to lack of proper plan- 
ning on the part of the Ministry of Defence, the surplus capacity 
had to remain idle for want of work during the period 1977-78 to 
1979-80. In the opinion of the Committee i t  needs to be enquired as 
to why the order was not placed on HAL and instead, an order of 
over Rs. 14 mores was placed for import of a foreign aircraft which 
did not match the indigenous aircraft in  performance, when the HAL 
were all set to meet the requirements of the Air Hqrs for trainer 
aircraft. The explanation given by the Defence Secretary in this 
regard that HAL could not have met the increased demand is far 
from convincing. 

[Sl . No. 5 (Para 1.82) of appendix to 215th Report of the Public 
Accounts Committee (7th Lok Sabh) . ]  

Action Taken 
The Order for manufacture and supply of Trainer Aircraft could 

not be placed on HAL in 1974 because of the followings:- 

(i) HAL required a lead time of 3 to 4 years for delivery 
of the aircraft. 

(iij HAL required 3 to 4 years to duplicate jigs, procurement 
of materials, fabrication of detailed parts and for assembly 
and testing. 

2. The above span of time did not match the requirement of the 
trainer aircraft at  that particular time. 

3. The observations of the Committee have been noted. The 
orders for trainer aircraft are now being placed on the indigenous 



manufacturer to meet the future requirement of such aircraft; thus 
utilising the indigenous capacity available. 

4. DADS has seen. 

[Ministry of Defence O.M. No. 56/81821D(Air. I) dated 
12th December, 19841 

I.%. Another disqaieting feature of the contract is failure i n  the 
part of the fiefence authorities to establish indigenous facilities for 
overhauling of engines and airframes of the imported trainer aircraft 
although it was envisaged in the Agreement that full assistance 
would be provided by the suppliers to establish overhaul facilities in  
India. T n  the absence of indigenous overhauling facilities, the en- 
gines and airframes of these aircraft are still. being got overhauled 
from abroad involving huge expenditure in foreign exchange apart 
from the fact that these engines and the airframes remain aut of 
use for considerable periods. Upto June, 1983 an expenditme of 
U.  S. $ 3831800 or (in rupees 3,73,60.050/-) has been incurred on the 
overhauling of engines and airframes of aircraft 'L' from abroad 
which the Committee feel is an avoidable drain on the scarce foreign 
cxchange resources of the country. 

1.!11. According to the Ministry of Defence, the indigenous over- 
haul facilities could not be created due to uncertainty regariiing long 
term utilisation of these aircraft and the uncertainty whether the 
operaticn cf these aircraft would stabilise due to the bearing failure 
esperiellccd in the year 1977-78. The Committee do not see force 
in this argument as the Defence authorities have now themselves 
realised, although belatedly, the need for establishing these facilities 
indigenously and the matter is stated to be under examination. The 
Committee recommended that the examination of the matter should 
be exp!dited so that at least non- ihc outgo of foreign exchange 
could be avoided. 

[S1 Nos. 13 & 14 (Paras 1.90 & 1.91) of appendix to 215th Report 
of the Public Accounts Committee (7th Lok Sabha) ] 

.Action Taken 

The observations of the Committee in regard to establishing in- 
digenou t facilities for overhaul of engines and airframes of the im- 
ported r miner aircraft have been noted. 



2. An Indian Team had visited country 'X' during the period 18th 
June  to 5th July,  1PP4 to study t!le techno-economic viability of 
setting up the overhaul facilities in India. The team had submitted 
its report to Air HQ/Govcrnment of India in August-September 
1984. The case is being examined in detail in consultation with the 
agencies concerned. Tt is expertccl t h a t  t 5 ~ .  decision in the matter 
would be taken v e n  soon. 

3. DAES has seen. 

[Minist? of Defmcc O.P,'I. No. 56'8 82'D (Air-I) dated 12th Dec. 
1984.1 



CHAPTER V 

RECOMMENDATIONS AND OESERVATlON'S IN RESPECT OF 
WHICH GO\I3<NMENT HAVE FU RNlSHED INTERIM 

REPLIES 

- NIL- 

NEW DELHI: 
23 July, 1985 
Srwana, 1907 ( S )  

3 E. AYYAPU REDDY, 
Chairman 

Public Accoitnrs Committee. 



Canolusions and Reconunendations 
-- -------- 

9. - '  WraL Ministry Conclusion Reconlmendation 
No. fio. Concerned 

Defence In A@, 1975, an agreement was entered into with the Govern- 
ment of country 'X' for the purchase of a certain number of trainer 
aircraft 'L' and associated ground equipment at 4 total cost of 
Rs. 14.6 1 mores. These aircraft were delivered in India during October 
1975-June 1976 and were inducted for training from November 1975 
onwards. In their earlier Report the Committee had desired an enquiry 
as to why the order was not placed on HAL and instedd, an order of 
over Rs. 14 crore; was placed for import of a foreign aircraft which 
did not match the indigenous aircraft in performarice. According to 
the Ministry of Defence, the order for maunfacture and supply of 
trainer aircraft could not be placed on HAL in 1974 because of the 
following: 

(i) HAL required a lead time of 3 to 4 years for delivery of 
, the aircraft. 

(ii) HAL required 3 to 4 years to duplicate jigs, procurement 
of materials, fabrication of detailed parts and for assem- 
bly and testing. 

The Committee are not convinced with the aforesaid arguments. 
As the need for augmenting the resources in the country for imparting 



training to the pilots was felt immediately after the 1971 war, the Com- 
mittee have no doubt that if the HAL had been contemporaneously a p  
prised of the enhanced requiremenb, it would hdve been in a position to 
meet the enhanced requirements right from the year 1974-75. Fur- 
ther, the HAL, according to its Chairman, was in a position to increase 
production by 20 per cent a year within a relatively short-time without 
any substantial addition to plant and machinery. Moreover, cwing to 
shortfall in the intake of trainees and on account of abnormally high 
rate of wastage, utilisation of the imported aircraft 'L' fell short of 
the planned rate of utilisation during the period 1976-78 by 32 to 
47 per cent. The Committee consider that the whole expenditure of 
Rs. 14.61 crores in foreign exchange apart from the other expenditure 
incurred thereon was unnecessary and could have been avoided. The 
Committee recommend that in future orders for import of machinery 
and equipment should be placed only after thoroughly exploring all 
the possibilities of meeting such requirements indigenously. The Com- 
mittee also stress that sufficient advance notice should be given to HAL 
in respect of the orders placed on them so as to enable them to make 
the supplies in time. 

Defel ~e In their earlier Report the Committee had expressed their deep 
concern on the failure of the Defence authorities to establish indigenous 
facilities for overhauling of engines and airframes of the imported trainer 
aircraft although it was envisaged in the Agnxment that full assistance 
would be provided by the suppliers to establish these facilities. 
En the a w e  of Chese facilities dn expenditure of US 9 3 b3 1800 or 
(in rupees 3,73,60,050) had to be incurred upto June 1983 on the - 
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overhauling of engines and airframes of aircraft 'L' from abroad. which 
the Committee felt was an avoidable drain on the foreign exchange r e  
sources of the country. The Committee were then informed by the 
Defence authorities that they were examining the need for establish- 
ing these facilities Indigcrnously. The Committee had recommended 
that the examination of the matter should be expedited with a view 
to avoid the further outgo of foreign exchange. 

Defenrc. It i s  a matter of deep concern th:lt although more than a year 
hnc elaped since the presentation of the Committee's 215th Report on 
30-4-1954, no decision has yet been taken to establish indigenous over- 
haul facilities. The Cornmi ttee point out that the Government have failed u 

I& to take a decision in spite of the fact tht: an Indian Team which visited 
country 'X' during the period 18th June to 5th July. 1954 to study the 
technu-economic viability of setting up the overbaul facilities had sub 
~nitted its Report in August-September, 3 984. The Committee are un- 
happy over thr delay on the part of the Ministry of Defence in important 
matters. particularly it r.elate5 to the outgo of foreign e~change. 
The Committee further find that the trainer aircraft imported in 1975- 
76 have already outlived about half of their uvful life and by the 
time !he proposed nverhau!ing facilities become nperational. the air- 
craft migl~t have e~haustrd their tnajor useful life span. While recom- 
mending the need for very earlv deckinn in the matter. the Committee 
desire that the residunl uceful life spaq of these aircraft should be 
kept in view. The C'omnit!ee would !ike to be apprised of t5e decision 
taken in the matter and further action taken thereon. 



Defence In their earlier Report. the Committee had highlighted numerous 
drawbacks and shortcomings which were established during the course 
of examination by them of a case of import of a trainer aircraft. Some 
of the important obscrvations/recommendations made by the Com- 
mittee are as foUows: 

( i )  C:tpacity k : f  tlic: HAL, ~ h i c h  ha5 been dewloped over the 
years ultli hupe public investments for meeting the require- 
ments OF Air Force for different aircraft <ho1lld he utilised 
optimally. 

(ii) Utilisation OI aircraft 'L' iiilpostecl at :i c of Ks. 14.61 
crores had been far from satisfactory and its ~uitability 
for the tropical conditions of this country )!as nut been es- 
tablishcd. w fn 

fiii) Lack of rcali\tic estimation parameters in working out 
the requisite details which had first led to the import of 
aircraft 'I.' and later on to it<; gross under-iltilisation. 
I t  was ctnp11:i~ired o n  the Ministry of Defence to revise 
their e~tirnation norms and paramekt9 s o  that in future 
wch detailq can he uorked out more ~talictically. 

( iv)  It H Y ~ ,  \\10!1g 011 the p t  of the Mi~li\tsj of Defence to 
have incurred an expenditure of Rs. 65.23 lahhs on re- 
moval of bcm ing defects i n  the cugines r t ~ i c i  transportation 
expenses ;as according to the guarantee g i t m  b y  the SUP- 
pliers i t  \\as obviously their respoti~ibility t o  meet this ex- 
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penditure. Deprecated the lack of proper concern for 
public funds on the part of the Ministry of Defence. 

( v )  Failure of the Air Headquarter to exercise option for the 
purchase of certain armaments and ammunition before the 
stipulated date and conclusion of a separate contract with 
the suppliers, resulting in extra expenditure of Rs. 1.64 
lakhs. Lack of proper planning on the part of the Defence 

authorities. 
(vi) Growing tendsncy on the part of Defence authorities to 

go in for imports even when the demand can be met from 
indigenous sources." 

W 
Q, The Committee are glac! that as desired by them the Government 

have gone into their report in detail. Some of- the steps already taken 
by the Ministry of Defence in pursuance of their aforesaid recom- 
mendations are as SoI1ons:- 

" ( i  ) Hindus tan Aeronautics is coiltinuously examining the 
effective utilisation of the various capacities estsdolished 
during the years. 

(ii) The training programmes for the trainees of the Defence 
Services are new being formulated as objectively as possi- 
ble on the basis of the requirements of pilots in the 
Defence Services and anticipated demands. 

(iii) The requirements of the current as well as future air- 



craft have been reviewed and revised on the basis of the 
revised norms and parameters. 

(iv) It has been emphasized on all concerned that all out efforts 
should be made to go in for indigenous equipment and 
the tendency to go in for imports should be strictly 
curbed." 

The other recornn~endations of the Committee have been brought 
to the notice of all concerned for guidance/compliance in order to 
avoid any such lapses in future and ensuring proper advance planning. 
The Committee trust that the implementation of the various instructions 
issued by the Ministry of Defence in pursuance of their recommenda- 
tions would be watched by them so that these instructions are con- 
scientiously followed both in letter and spirit with a view to ensure 
prudent and judicious utilisation of funds so generously granted to 
them by Parliament, 



PART I1 

hlINU llES OF THE SITI'ING OF THE PUI!I,IC: .IC,COUN1'S C:OMAlI'I'PEE HE1.L) 
ON 24TH JUNE, 1985 (FORENOON) 

2. Shri .\ma! I h t  t ; I  

:$. S!~ri Ra71,jit Sillgl~ (;ackwafi 
4. Sh~imati PI alihawtti Gupta 
5. Sh;.i G .  Dr-var a)a Kaik 
6. Shri Raj hlangal l'andr y 
;. Shri H. 39. Patcl 
:I. Shl-inlati Jayanti Pat naik 
g .  Shri Simon 'I&@ 

I o. Shri Girdhari La1 Vyas 
I I .  Shrimzti .4mzrjit Kaul- 
I 2. Shri T\Ti~.:nzl Chattcrjtr 
I I J .  Sh ri Rarxtan 2nd Yadav 

1.  Shxi P.C. A5thana-ADA1 (Railwaj~j 
2. Shri. T.31. Georgc-ADA1 (Report Ccnftal) 
3. Sh ri  S. Sstyamoor ty-Joint Dircct~r(R.C.) 
4. S ~ J  i P.N. P\/lisha-Joint Director- (Raiwliy.7) 
5 .  Shri M .  Parth;..sharthy-DAD New Delhi 
6. Shri C.V. Srinivasan-DADS, (Air Force & Navy) 
7 .  Shri. B.S. Gill - jDA,  DS (B/o DADS, New Delhi) 

S E C R E T A ~ I ~ T  
I .  Shri K. H. Chhap-ChirJ Finacial Committee OJjiccr 

4. The Committee then considered and adopted the Draft Report 
on action tAen by Government on the recommendations contained 
in 215th Report of the Public Accounts Committee. 
(7th Lok Sabha) relating to Import of a Trainer Aircraft, with certain 
modifications(dmendments as shown in 'Annexure 11. 

5. The Committee also approved the modifications/amendments 
suggested by Audit as a result of factual verification of the aforesaid 
Reports. 

The Committee tlitn adjourned. 
- - --- - .--. -- - 

*Amrxurr I not printrtl. 
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