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INTRODUCTION 
As authorised by the  Public Accounts Commiitee I do hereby 

present this Report on the Appropriation Accounts (Defence Services) 
1960-61 and the connected Audit Report, 1962, which were  laid on 
t h e  Table of the House on the 3rd May, 1962. This Report was 
considered and approved by the Committee at their sitting held on 
the 19th November, 1W2 A brief record of the proceedings of these 
sittings also forms part of this Report (Part  II).* 

2. A statement showing the summary of the principal conclusions/ 
recommendations of the Committee is given in Appendix 11. For 
facility of reference, these have been printed in thick type in the  
body of the Report. 

3. The Committee discussed the activities of the Ordnance 
Factories relating to the manufacture of civil trade items. Two Study 
Groups of Ihc Committee also visited some of the Ordnance Factories 
during Kovembet- 1962. Thc Committee were informed that items of 
civil trade were manufac?ured in tht, Ordnance Factories in peace 
t ime with a ~yiew to uti1i:;irig their idle capacity and keeping the skill 
and technique ali\.c, so that i n  an emergency they could be switched 
olrer to t h v  dcfence procli~ction more quickly. Due to heavy surpluses 
o f  rifles with ?he SCr-,.iuc!s. a ))art  uf  ihe  surplus capacity of the Rf ie  
17ac toy  was  also utlliscd 111 ~)v:rcc timi. for production vf cilril trade 
items s ~ i c h  as sports rifles, espresso coffee machines etc. But the  
c n l i w  capacity oi  thi, f ac to ry  is no3,v being utiliscd fo r  the manufac- 
lurc  vf sc~n.icc stores. The Gm~mittee are in general agreement with 
thc policy of utilising the snrplus capacity of ordnance factories in  
peace time for production of  civil trade items in order to keep the 
>kill\ and techniques alive, so long as by so doing the manufacture of 
servirt~ \Lor[% which is the first and foremost duty of the Ordnance 
Factories does not in any way suffer. During their visits to some of 
the Ordnance Factories, the Study Groups of the Comnlitter were 
deeply iniprc%sed with the enthusiasm and coardinated efforts of the 
Director General. Ordnance Factories, his officers and workers in 
increasing defence production and their sense of awareness of the need 
of the country in the present emergency. It was heartening that 
various trade unions had sunk their differences and were working 
unitedly to raise the defence production to the maximum. The Com- 
mittee have no doubt that greater emphasis will continue to be laid 
on the development and production of new armaments and equip- 
m e n t ~ .  
-. - -- - - - - - - - -- - 

*Not printed in accordance with the decisiom of the Committee taken at their sitrily 
held on the 19th Noremher. 1 ~ 6 2 .  



4. One feature that the Committee have observed from year to 
year is a large percentage of savings in the grants sanctioned for the 
Defence Ministry. Specially in the background of the present emer- 
gency, Parliament might not grudge sanctioning extra funds to the  
Defence Ministry. The Committee are, however. anxious to see that 
the funds are utilised fully and that no appreciable savings occur 
therein. The Committee would suggest that such measures as may be 
necessary to achieve budgetary targets may be examined by the 
Ministry of Defence in consultation with the Ministry of Finance. 

5. Recently, certain confhcting opinions had been expressed about 
the powers and funct~ons of the  Comptroller and Audltor General of 
India and the procedure adopted by him in aud~t iug  the accounts of 
Government and reporting thereon It was suggested that the audit 
conducted by the Comptroller and Audltor General is financ~al and 
not an administrative a u d ~ t  and that audit comments should be limit- 
ed to financial criticisms based on accounts It was also urged that  
it  was not the func t~on  of the Audlt to  range mVer thc field of 
administration and offer suggestions as to how the Goveimment could 
better be conducted. Since audit scrutiny 1s to be conducted on the 
basis of accounts and other rccords, it was also suggested that the 
Audit authorities should not make independent enquirlcs from private 
individuals u r  members of the general publlc in the performance of 
their functions. 

With a vlew to giving a clearer idea about dutirs and powers of the 
Comptroller and Auditor General in the matter of auditing the 
accounts of Government and reporting thweon, the Commlttce consi- 
dered the position with reference to the constitutional and legal pro- 
visions in thls country as well as the p:actlce that is prevalent In other 
democratic countries like United Klngdom and U.S.A The conclu- 
sions of the Committee in the matter are embodied in Chapter VIII of 
the Report. 

6. The Committee place on record their appreciativn of the assis- 
tance rendered to them in their examination of these Accounts by 
the Comptroller and Auditor General of Indla 

They would also like te express their thanks to the officers of thc 
Ministries of Defence and Finance (Defence) and Service Headquar- 
ters for the cooperation extended by them in giving information t o  
the Committee during the course of evidcncc. 

NEW DELHI; I MAHAVIR TYAGI, 
November 21, 1962. 

- 
Chairman,  - - - -- -- 

Kartika 30, 1884 (Saka).  Publzc Accounts Committee. 



I 
GENERAL 

Audit Report (Defence Services), 1962 

Apprgriati.on Audit-Pages 1-2, Para 1 
w 

The following tables summaries the  total of the voted grants and 
charged appropriations for the Defence Services during the three 
years ending 1960-61 and the actual expenditure incurred against 
thcm: - 

(ii' Cfi,?rpe.i :fppr I , ~ ? ' I ~ ! ; O I ! ~  

1.  <:1ncti,!t c.1 . \ [ I ~ ~ ~ ( ~ ~ ~ ? ~ : I I I ~ , I . , \  ! *  'I,! !r,; .,, I T \ ' ,  - 
r l l ~ n ! ; ~ r v  \ . ~ p r ~ ~ ~ r i . ~ ~ i o r ~ \  8 I -:: ' I  or) o 96 

2 .  : I L . t ~ ! : ~ i  l . ,sp: t i ~ ~ t : ~ s ,  . % ( ~ 6  ; ; .g~:  c . $6 
:. C;nvi~;;-\ 7 i ~ - . o -  0. I3 

J. !':tk':Il!.i!:(. , ' I  1 " I *  . ! 4 :  6 . \ >  IC I -  
---. .. - -  ~ - . ~ - 

The total saving on voted Grants  amounting to Rs. 28.08 crores 
d u r ~ n g  thc >.car uridcr rrview \\.?re greattlr than those for the  pre- 
viou.; years  a n d  mainly occurred undvr Grant No. 9--4rmy. Rs. 10.60 
crorcs: Grant No. IC)-N;I\.!., R.s. 1.88 crores. Grant  Xo. 11-Air Force. 
Rs. 9.50 crorcs and Grant  No. 108-Capital Outlay. Rs. 5.13 crores. 

The s :~ \~ lngs  nccrucd mainlv nc ;I result of ( i )  non-implementa- 
tion or dclav in ~rnpirmcntntion of  schemes, and ( i ~ )  non-materiali- 
sation of supplies. 

The Comnlittse note with regret the deterioration in the percen- 
tage of savings, both in respect of Voted Grants and Charged Appro- 
priutions. The figure of the percentage of s a ~ i n g s  under Voted 
Grants increased from 5.63 in 1959-60 to 8.30 in 1960-61 where= the 
figure under Charged Appropriations increased from 6.80 in 1959-60 
to 10.17 in 1960-61. 

'Percentages have been workedout on actual figures without round- 
jng. 



2. The more important items on which expenditure including the 
value of imported components was less than that envisaged in the 
budget for 1960-6 1 were: 

--  ----- -- 

Nature of Items 

Budget Actual 
provision expendi- 

turc 
- -- - 

( ~ n  crores of rupees) 
(i) Manufacture of trucks and . roctors . , . . 8-28 2'79 

( i i )  I'urchasc of plant and machinery . . . 3'25 1.05 

(iii) Manufacture of arms and ammunition . . 1.59 0.20 

(iv) Purchasc of airfram-s and engine? including manufacturc 
and assembly of aircraft at IIindustan Aircraft Limited . 2 7 . 5 0  17 or 

(vit) Dc\.rloprnt:lt of ncn. l t c rns I 44 o O F  

--- -- - -- - -  - - 

The Committee consider it  unfortunate that there should have 
been shcwtfalls against the items like manufacture of trucks and 
tractors, ri~anufacture of arms and am~nunilion and purchase of 
vehicles. Regarding the heaxrjr shortfall undcl "manufacture of 
arms and ammunition". the I c.prcwntatlr.e of the Mln~stry  c x p l a ~ i ~ e d  
as under:- 

" T h ~ s  ~ t e m  relalcs to one contract Tilt. original cstlmatcs 
were based on ant~clpated supplles under the contract. 
The sawng was due to leas ma:er~al~satlon of suppl~r~s."  

This can hardly be regarded as satisfactory. 

During evidence, the Committee were informed that the  savings 
mainly related to the store purchases, where certain variable factors 
could not be anticipated, such as. changes In policy which might 
require holding up of certain proposals in vlew of the  possibility of 
procuring more modern equipment, delay in procurement from 
abroad with a view to exploring means of manufacture of equipment 
indigenously, rapid changes in the supply ps i t ion  of stores both 
from indigenous and overseas sources due to shortage of materials, 
transportation etc. The expenditure on stores was constantly kept 
under review so that procurement from abroad was restricted to 
the  minimum. These efforts would result in the appreciable saving 
in foreign exchange in future  years, though for the budget year they 
had the effect of postponing expenditure resulting in surrenders of 
some funds. The overall savings had come down to 5.8 per cent in 
1961-62. The Committee were assured that efforts were continuously 



being made to reduoe savings to the minimum and further improve- 
ment in the matter was expected. 

While the Committee appreciate the Ministry's efforts to save 
foreign exchange by restricting imports to the minimum, they would 
suggest that before making budget provision for imported stores, 
the possibility of their becoming obsolescent as a result of change of 
policy or the prospects of their indigenous manufacture should be 
fully considered, so that as far as possible, funds are not obtained 
which might not be required later.. The Committee would like to 
watch the improvement in reducing the percentage of savings over 
Defence Grants further. 

Control over Expenditure-Pages 2-3, Para 2 

3. Out of a total savlng of Rs. 28.08 crores under voted grants 
during the ycar 1960-61, a sun1 of Rs 22.8 crorcs u.33 surrendered 
only on the 30th March. 1961 Though the revised estimates prepared 
caily In December cach year indicated a saving of Rs. 9.87 crores, 
Iis. 3.37 crorcs and Rs. 8.91 crores d u ~ i n g  the  years 1958-59. 1959-60 
and 1960-61, respectively, no amount lvas surrendered a t  that stage. 

Explaining the difEeu1tic:s in surrende~.ing savings relating to 
stores ordered from abroad, eal.licr in the financia! ycar, the represen- 
tative of the Ministry of Defence stated that although the Director 
(;encrlil. India St(:re Departmcnt furnishcd periodical estimates of the  
t~spendiiurc. thr, utilixition 01' f u n d s  d:!ri:ig the last 2 to 3 months of 
tile ycar I?nd h(wn 1t~s.i than cxjrc.c!cd. The Direc:oi. General. India 
St i ; i~  Departmi l l i .  1,cndon had no\v sctt u p  a budge: Committee in his 
organisation and h~iti promised t o  furnish more realistic estimates 
which u.ould cbr!;~hle t h c b  Ministry t o  surrender f ~ i ~ l d s  earlier. if they 
\vc:re nut likely to be  full,^ utilised. 0 1 1  his attention being drawn 
t o  the non-surrcndcr ni' amo:in!s. although the revised estimates pre- 
pared in Decembcr had shoivn savings, the witness stated that when 
the revised estinxtcs wrro forwarded to the Ministry of Finance that  
Ministry were fully aware that the amounts would be surrendered. 
The procedure had been rcv i s~d ,  under which a reappropriation 
w d e r  would be issued at the t ime of submissinn of revised estimates. 

The Committee are not happy over the practice of surrendering 
funds year after year on the last day of the financial year. They 
note that in pursuance of the recommendation contained in para 4 of 
their 35th Report (Second Lok Sabha), the Ministry of Finance 
(Department of Economic Affairs) have issued instructions te the 
administrative Ministries for exercising strict budgetary control and 
surrendcang savings immediately they were foreseer. TL. C. r -  
mittee hope that with closer liaison between the indenting a d  



supplying departments and the accounts offices, better results would 
be achieved in this respect in fwture. 

Receipts-Page 3, Para 3 

4. The amount outstanding on account of arrears of rent and value 
of stores supplied and services rendered to outside parties increased 
from Rs. 5.79 crores to Rs. 7.35 crores during the year 1960-61. The 
outstandings included a sum of Rs. 4.65 crores relating to the period 
from 1st April 1946 to 31st March, 1960. 

During evidence, the Committee were informed that the outstand- 
i n g ~  were mainly on account of the stores supplied to the State Gov- 
ernments and Civil Departments, etc. The bulk of the outstandings 
viz., Rs. 1.27 crores was due from the State Governments, Rs. 1.09 
crores from Dandakaranya Project and Rs. 95 lakhs from the Iron 
and Steel Controller. Under the old procedure acceptance vouchers 
were not received from consignees in time who had to be reminded 
at various levels, which resulted in delay in making recoveries. A 
revised procedure had now been ictrnduced in consultation with 
Audit, whereby debits were raised against the consignees on the 
basis of the proof of despatch of stores. I t  was expected that the 
outstandings mould be considerably reduced. There had already been 
improvement in this respect and the total otitstandings in respect of 
the Ordnance Factories had been reduced from Rs. 3.19 crores as on 
30-6-61 to Rs. 2.27 crores as on 1-4-1961. i.e.. an amount of Rs. 92 lakhs 
had been recovered in 9 months. The amount in respect of the 
Ordnance establishments had come down to Rs. 26 lakhs in August, 
1962 from Rs. 73 lakhs on 31st March, 1961 and in respect of Navy to 
Rs. 6 lakhs from Rs. 14 lakhs. 

W i l e  the Committee hope that under the revised procedure fhe 
outstandings relating to the current years would not accumulate, they 
are concerned over some old dues still outstanding since the year 
1946. The" desire that every effort should he made to recover them 
expeditiously. They would like to he furnished with a statement 
showing the break-up of the outstandings since 1946 and the pro- 
gress made in the settlement of old cases. 

Defenw Factories-Pages 3-4, Para 4 

5. The annual accounts prepared by the Controller of Defence 
Accounts (Factories) show that the value of completed stores manu- 
facturrd in the ordnance and clothing factories increased from 
Rs. 24.15 crores in 1958-59 to Rs. 38.21 crores in 1960-61. The increase 
of Rs. 14.06 crores in the value of production comprised (i)  Rs. 9.42 
crores on account of the cost of tractors and trucks, the manufacture 



of which was undertaken in the  ordnance factories from July  1959, 
(out of this amount Rs. 1.82 crores represented the  indigenous 
content and the balance of Rs. 7:60 crores the cost of tractors, trucks 
and components imported from abroad-&. 3.17 crores for tractors 
and trucks imported in 'ready for road' condition and Rs. 4.43 crores 
in respect of components) and (ii) Rs. 4.64 crores mainly due to the  
manufacture of new items of arms and ammunition. 

Audit questioned the propriety of showing the  cost of tractors and 
trucks imported in 'ready for road condition' as production in t h e  
ordnance factories, which were not actually manufactured by them, 
and represented only a trade transaction of purchase and sale. The 
Controller General, Defence Production agreed that the value of such 
trade transactions should be shown separately by creating another 
cell. The witness informed the Committee that excluding the import- 
ed content of tractors and trucks, the  production in the factories had 
increased from Rs. 25 crores to Rs. 35 crores during the gear 1961-62. 

The Committee suggest that the prcbsent accounting system of the 
ordnance factories should be suitably changed as the practice of inelu- 
sion of the value of imported equipment in the production of facto- 
ries does not convey the correct picture of their output. 

6. Asked about the percentage of the indigenous content in the 
trucks and tractors nrnduced bv the Ordnance Factories, the Director- 
General, 0rdnanc-r F~~~~!or ies .  gave the figurc of 50 per cent in respect 
of trucks and 47 pel I-, ilt in the case of tractors. In the case of 
trucks being s ~ p p l , ~  i ,a CKD packages, the indigenous content came 
to 68 per cent. The ~ n d ~ g e n o u s  content was expected to reach 85 to 
90 per cent in thc nest 2L years Comparing the indigenous content 
of the tractors with the original programme of production, the witness 
stated that if the period of starting production be taken from the 
1st October, 1959, the present programme would be strictly in line 
with it, being only 3 per cent less. As regards the trucks, there was 
a set-hack in production due to delays and difficulties in supply of 
materials, mninlg steel, the total set-back suffered in the period of 
three years being approximately nine months to a year. But the 
shortfall had not entailed any additional foreign exchange burden as 
the  phased programme of indigenous content related to the  numerical 
production of vehicles was not changed. The target of 70 per cent 
indigenous content was now to bc achieved about a year later than 
originally envisaged. 

The Committee feel concerned over the shortfall in the production 
of tractors and trucks. They also note that the foreign exchange 
content has not been reduced to the extent anticipated. They h w  



that all out efforts would be made t s  ensure that there is no further 
shortfail in productb. 

Expenditure on Works-Page &Para 5 

7. Since 1958-59, six projects estimated to cost Rs. 6.28 crores had 
been released for execution through troop labour which enjoyed 
certain facilities not normally available to the Military Engineer 
Services, such as, movement of stores by rail a t  concessional rates, 
use of departmental transport free or at reduced rates. A detailed 
analysis to ascertain as to how this mode of execution of projects com- 
pared with that normally adopted by the Military Engineer Services, 
had not yet been carried out. 

During evidence, the Committee were informed that the projects 
had been released for esecution through troop labour in consideration 
of the urgency of the provision of domestic accommodation for troops. 
A ccmparison of this mode of execution of the projects with that nor- 
mally followed by the M.E.S., involved collection of .certain detailed 
data which was a laborious and time consuming work. This could 
not be laken up because of other urgf,nt projcxts on hand. It was 
expected that the required ai~nlysis n-oulc? be completed in the nest  
4 to 6 months. In working out the value of conccssions, decisions at 
Government level would be necessary in some cases as certain ser- 
vices that had to he performed for Army requirements had ?x,ctn 
diverted to the projects, suc!i :is use of military transport which 
would otherwise have run empty in some cases. Thc Committeth wr21.c 
also informed that for the purpose of proforma accounts troops were 
charged to the projects a t  a certain rate. while they were actually 
paid their normal pay and allowances. rations etc. which if debiled 
in full would considerably increase the cost of the works. The rep- 
~ e s e n t a t i w  of  the Ministry of Defence held the vicw that a compari- 
son on the hwis of proforma cost would be misleading. It was plea- 
ded that if t h e  works had been contracted on an urgency basis, the 
rates would have been much higher than normal. The C. 8; A.G. 
pointed out that as all the works had been completed and all thc  
vouchers and rI(lcuments were available, there should not be any 
difficulty in getting the  details. 

The Committee, therefore, recommend that the required annly- 
%is should be completed as early as possible. They would also suggest 
that in future the details of the facilities extended to such works 
might be shown separately in the profonna accounts of such works 
to facilitate the fnal costmg for the purpoae of c ~ r i m o m .  



Stores-Page 5-pa~a 6 
Sub-pma 2 (1) : 
8. The certificate of the Controller General of Defence Accounts 

on the Appropriation ~ k o u n t s  for 1F0-61 has brought out that 
19,779 issue Vouchers/Invoices/Inspection Notes could not be l i n M  
with the corresponding Certified Receipt Vouchers. These included 
5,368 invoices in respect of stores worth Rs. 18.53 crores purchased 
from abroad during the last several years. Of these, 3,084 invoices of 
the value of Rs. 12.50 crores pertained to 1959-60 and previous years. 

The Committee were informed that the bulk of outstanding 
vouchers and invoices r e l a t d  to the transactions in the preceding 
year, which took 9 to 12 months to  be cleared. As regards the in- 
voices/vouchlers outstanding for long periods, the witness stated that 
these malnly related to the Air Force where there were some difi- 
cuities in their linking. One of the difficulties in clearing work was 
that an invoice had to be kept outstanding even if 2 items out of 100 
mentinned in it were not linked. All the same, some improvement 
had been effected in respect of the invoices outstanding in the Air 
Force, inasmuch as the figure had dropped from G 7 7  on 30th Sept- 
ember 1961 to 2800 on 31st March 1962. 

The Committee trust that all out efforts would be made to clear 
the outstanding Vouchers/Invoices/Inspection Notes expeditiously. 

Sub-paras 3-5: , 
9. During the period of five years ending with 1959-60, stores of 

the total value of Rs. 33.25 crores were declared surplus for disposal. 
The annual figures ranged from Rs. 2.30 crores in 1958-59 to Rs. 10.61 
crores in 1957-58. During 1960-61 stores of the value of only Rs. 0.95 
crores were declared surplus for disposal. The Ministry stated in 
April, 1962 that the policy regarding disposal of non-perishable sur- 
plus stares had undergone a substantial change since 1958 and that 
due to increased requirements, paucity of foreign exchange and 
difficulties in deciding whether a particular item or equipment would' 
or would not be required in future, the present policy was to keep 
old equipment longer as they m i ~ h t  be utilised even in the distant 
future in some manner. 

The Committee asked it any standing machinery existed to ensure 
that old stocks were reviewed by technical officers at regular inter- 
vals with a view to screening items in respect of which the number/ 
quantity issued had been 'nil' or insignificant for the last several 
years and flndlng out whether they could be made use of for some 
purpose or the other within a reasonable period, or whether they 
should be d b p o d  ob as marplus. TKe repawentative of the Ministry 



of Defence stated that a system of periodical provision reviews of 
the stores, existed in the Service Headquarters (annual in the A m y  
and Navy, and six-monthly in the Air Force) to assess the surpluses 
and deficiencies in the holdings as compared with the requirements. 
As a result surplus stores m r e  so declaredi. But the policy of the 
Ministry was not to dispose of the stores declared surplus in hurry, 
as the past experience had shown that requirements for them arose 
S U ~ S ~ ~ U € & T .  

While the Committee appreciate the Ministry's p h t  of view, 
they see little justification for retaining unwanted and obsolete 
surplus stores indefinitely which are not likely to be utilised in hre- 
seable future. The Committee have already stressed the need to 
screen the old stock and dispose of obsolete and unwanted stores i 
para 55 of t h d r  Sixth Report (Second Lok Sabha). The retentiom 
.of such stores would not only result in blocking up of much needed 
.stomge accommodation in the depots but also involve unnecessary 
expenditure on their care and maintenance. As the years roll by the 
stores might become operationally unsuitable. 

Financial irregularities-Page &Para 7 

10. The Audit para disclosed delay on the part of the Ministry of 
Defence in communicating their comments on the cases included in 
the Audit Report for which a period of 6 weeks has been prescribed 
by the Ministry of Finance. The comments were received within a 
period of two nmnths in 6 cases only. In 16 cases the comments 
were received within two to six months and in one other case after 
six months. In 11 cases, the replies were received after the Audit 
Report was finally printed. 

Durlng evidence. the representative of the Ministry of Defence 
stated that necessary instruct~ons had been issued impressing upon 
the officers conccrn~d to expedite the comments of the Ministry on 
Audit paragraphs. It  was, however, pleaded that in practice the 
period of six week- was inadequate, as  the comments of lower for- 
mations who had n o  advance notice of these matters had to be 
obtained through \various channels. The Comptroller and Auditor 
General pomted out  that lower formations concerned were already 
aware of these matters as the audit paragraphs were based on the 
audlt notes of the local audlt officers, copies of which were forward- 
ed to u n ~ t s  concerned direct. The Committee are of the view that 
the prescribed time limit should be adhered to and suggest that 
lower formations might be asked to submit their explanations to the 
Ministry through proper channel as soon as they receive audit 
objections to enable the Ministry to communicate t h a t  replies to the 
studif paragraphs within the prescribed period. 



MINISTRY OF DEFENCE 

Arrears in the linking of invoices with packing accounts-Page 7- 
Para 8 

11. 5,368 invoices relating to the periods as detailed below, receiv- 
ed up to 31st March, 1961 in respect of stores of the value of Rs. 18.53 
mores purchased and paid for in the United Kingdom and other 
countries in Europe had not been linked with the actual receipts of 
the stores in question up to 30th September, 1961. Out of this, a sum 
of Rs. 14-82 crores related to Air Force stores. 

No. of Amount 
Year to which the  invoice^ pertain invoicc~ in crorcs 

ou:standing of rupees 
- -- .- -. -- 
1948-49 t o  1956-5: 2 53 o.  I% 

The Ministry intimated (March, 1962) that after November, 1959, 
when the procedure for linklng of invoices was rationalised. there 
had been considerable progress in clearing the outstandmg invoices. 
As rcgards invoices pertaining to the period prior to April. 1957. 
they added that difficulty was belng experienced in tracing the details 
and establishing the receipt of stores as the relevant records had 
been put away, belng very old. 

The representative of the Ministry of Defence stated that the 
main difficulty in linking of the old invoices which related to the 
periods from 1948-49 to 1956-57 was due to the fact that the records 
were not readily available. The records still existed but it was 
difficult to trace them as they were lying mixed up with other old 
clocuments. In those years, the invoices had not been received in  
time, and the details given in them and packing accounts difkred. 
Therefore, instead of linking the invoices with the receipt vouchers 
in the depots, the files on which the stores were indented were being 
gone through to trace any record of their having been received. 



Explaining the latest position, the witness stated that in the case of 
Air Force, the number of invoices outstanding had come down to 
2,057 fnrm 4,877 as on 30th September 1961. In order to ensure 
~xpeditim linking of invoices, a procedure was introduced in 
November 1959, under which the D.G.I.S.D. London was required t o  
forward both the copies of accounts with complete details by air be- 
fore the despatch of stores as also the final priced invoices to all con- 
cerned. 

The Committee have already in their previous Reports (Paras 79- 
80 of 19th Report-1st Lok Sabha and 87 of 6th Report-2nd Lok 
Sabha) emphasised the importance of timely linking of invoices 
with packing accounts to avoid losses due to shortages, pilferage or 
misappropriation. They are concerned to note that invoices pertain- 
ing to the years 1948-49 h 1956-57 are still outstanding after a lapse 
af several years. The Committee would urge on the Ministry to 
undertake a special drive to liquidate the old invoices by augmenting 
the staff, if necessary. The Committee also recommend that the 
linking of invoices relating to the current years should not he allow- 
ed to accumulate, as the delay in this regard is likely tn result in 
lesses due to shortage, pilferage, etc., remaining undetected 

Consolidated Trading & Profit and Loss A c c o u ~ t s  of Mil i t a ry  Farnrs- 
Page &-Para 10 I 

12. The Public Accounts Committee in paragraph 106 of their 
Twenty-Ninth Report (Second Lok Sabha) recommended that Gov- 
ernment should take immediate action with a view to removing the 
defects in the present system of accounting of milk produced in 
Military Farms, to which attention was drawn in paragraph 27 of 
Audit Report, 1958. 

To recommend changes in the existing accounting and financial 
system of Military Farms an expert committee was set up by Gov- 
ernment only in June, 1961. The Committee held their first meeting 
in November, 1961 and their report was awaited (Maich, 1962). 

Explaining the reasons for delay in taking action in the matter, 
the representative of the Ministry of Defence stated that although 
a decision to appoint an expert committee had been taken in August 
1960, it could not be appointed before June 1961, due to administra- 
tive dimcultLer in finding tlie staff for the Committee, there being a 
ban on the creation of new posts and also due to time taken in the 
finalisation of the terms of reference and selection of personnel of the 
committee. As it was not a whole time committee, frequent changes 
in its personnel had taken place from time to time which resulted in 



slow program in ftrr work. The report of the Committee was expected 
in Novembm, 1962. 
The Commitfee are ltot convinced with the ~xplanatloa far 

delay in appointmat of the expert committee and slow p r o m  of 
its work. They hope that the work of the expert committee dl be 
completed soon and action initiated on its recommeadatbm wW 
the object of shamlining the accounting system of tbe MiMary 
Farms without delay. 



m 
ARMY 

General Staff Branch 

fnj9wtuw.s e=cpend+ture in the manufacture of an equipmen+-- 
page 9, para 11. 

13. A trial order for the manufactu~e of three units of an equip 
ment was placed on an Ordnance Factory, in September 1954. In 
May 1955, the quantity of order was increased by 56 units required 
for user trials. The first three units were completed by the factory 
in March, 1957 and delivered for technical trials. In October 1957, 
a bulk order was placed for 478 units without waiting for the results 
of the user trials. 

In October, 1958, a diecision was taken to introduce some modi- 
flcations in the design of the equipment and the modifications were 
desired to be carried out even in respect of the !56 units ordered in 
May 1955. The factory had, however, almost completed the manu- 
facture of the 56 units by that time and had also manufactured some 
components against the 1957 order for 478 units, on the old design. 
The expenditure of Rs. 1.27 lakhs incurred in the manufacture of 
the components on the old design thus became infructuous. 

The Secletary, Ministry of Defence stated during evidence that 
the General Staff Equipment Policy Committee decided in August 
1954 to develop indigenous manufacture of this equipment. On the 
basis of technical trials carried out in April 1957 with the 3 units 
manufadured by the Director-General, Ordnance Factories, the 
technical authorities confirmed that the equipment manufactured 
indigenously would give a performance identical to that of the im- 
ported one and there would be no difference in the handling of the 
weapon. As the items wem required urgently by the General StaB 
the holding of user trials was dispensed. with, with the approval of 
the Chief of the General Staff and a bulk order was placed in O d o k  
1957. The equipment in question was designed on the pattern of 
that d ln USA Tcechnical authorities came to know of some modi- 
fications introduced by U.S.A in the latest pattern of this equipment 
only in April 1958. The General Staff Branch had to study these 
m ~ c a t i o n s  and therefore the rndfications could be communicated 
to the Director General, Ordnance Factories only in October 1958 



13 
Aaked why no d e r  was given to the Mrector General, Ordnanca 

Factories to suspend the production in the meantime, it was stated 
that it was not considered worthwhile to suspend the order b e f w  
studying the modbflcations. 

Tho Committee are unable to agree with this view. In t .  
opinion instead of adding to the infructwm expenditure by csntb 
mning the manufacture of components on the old design, the Director 
Gme'ral, Ordnance Factoriw should have be%n asked to suspemd 
futher production soon after April 1958, when the technical autho- 
rities came b know of the modifications in the latest pattern by 
U.S.A. the position could be reviewed in the light of the outcome of 
study of these moditications. 

ADJUTANT GENERAL'S BRANCH 

Unnecessary expenditure incurred on pay and allmnces-pa.ge 9, 
para 12. 

14. In June 1959, the Army Headquarters sanctioned for a Base 
Workshop an establishment of 25 men (including a fire supervisor) 
for fire brigade duties. The f i e  brigade st& was to be employ& 
only when a trailer f i n  pump was in position in the workshop. 
There was no trailer fire pump with the wmkshop till January 1963, 
but the fire brigade staff consisting of four fire engine drivers, four 
leading hands and eleven Aremen was appointed on various dates 
from September 1959 to September 1960. The expenditure incurred 
on  pay and allowances of these men upto the end of September 1961 
amounted to about Rs. 36,700. 

The Committee were informed during evidence that as there was 
acute shortage of the trailer fire pumps, the workshop could not 
procure this equipment. However, the repair of the trailer fire pumps 
being the responsibility of the workshop, a trailer pump was always 
available from September 1959 onwards from out of those received 
in the Workshop for repairs which could be utilised in the event of 
an emergency. 

Asked whether there w e n  no arrangements for fire fighting be- 
fore the employment of this staff, the Committee were informed that 
there was some technical staff for testing the repaired equipment 
who could be utilised in an emergency, although there was no regu- 
lar trained stafF for Are-fighting. The workshop was dependent for 
SLre-fighting on a neighbouring institution i.e. the C.O.D. 



The Conuuittee observe that as the sanction for the Ate brbde 
abd contemplated that o trailer fire pump should be in &*n in 
4he woiLshap and ES then, were already some arrangements far 
meeting emergencies, the employment of fire brigade otaff without 
Birst procuring the trailer fire pump and in the absence of a fim 
supeNisor Wed justification. They would like to point out in this 
~anection that as late as February 1961, the Inspector of Fire Servi- 
ces on hfs visit to this workshop had felt that in the absmce of such 
a trailer fire pump the fire services personnel were not suitably 
employed. It was admitted during the course of evidence that em- 
ployment of the s t a l l  was not strictly in accordance with the Ccrv- 
anment sanction which was on the express condition that there 
P b d d  be a trailer fire pump in position, and formal sanction should 
have been ebtained by the workshop for the revised arranglemcnta 
The Committee trust that such cases will not recur. 

MASTER GENERAL OF ORDNANCE BRANCH 

Dehy in disposal of surplus whines - -page  10, para 13. 
15. In 1854, the authorities of the Central Ordnance Depot, Delhi 

Cantt. forwarded to the Army Headquarters a list of 12,235 machines 
(valued at over Rs. 2 crares) which had been lying idle since 1945 
and sought instructions regarding their disposal /retention. Only about 
96 per cent. of the machines were considered fit for use. A final deci- 
dm regaTding the disposal/retention of these machines has, however, 
not yet bean taken. From April, 1946 to March 1961 an expenditure 
of about Rs. 21 lakhs had been incurred on the care and custody of 
these machines. While covered storage accommodation was being 
d in storing thee machines, 60,000 tons of other usable s t m  
were stoclred in the open in the depot for want of covered accommo- 
dation with the attendant risk of dekrimtion. 

The Committee were informed during evidence that most of the 
machines stocked in this Depot were procured under waptime con- 
ditions. Immediately after the war the stock of such machines was 
so large all over the country that nobody seriously thought of them. 
The avaihble technical details were also very meagre. However, 
in 1955 due to the increased requirements of the armed forces and 
limited foreign exchange resources and as in the past the surplus 
stores had been utilised successfully, it was decided to standardise 
the surplus machines. A sub-Committee was appointed for thb  pur- 
pose which Wished its work in May 1957. A further scrutiny of 
non-standard machines by the Controller General, Defence Produc- 
tion; Electrical and Mechanical Engineering Directorate and End- 
neer-in-Chiefs Branch revealed proepects of utilising some of tho 



machines which had been declared surplus. Out of 12,235 machines 
,referred to in the audit para, abovt 2,000 machines had been issued 
to the units for re-utilisation upto 31at January 1962. Further 81 
road rollers which were declared eurplus had been repaired and . 
brought into service at a negligible expenditure saving forei- 
exchange to the extent of Rs. 27 l a b .  Thus as a result of 
tematic review of surplus items from time to time, it had been 
possible to utilise these surplus machines mrcdu11y. 

It was, however, pointed out by the Comptroller and Auditor 
General that an audit of three units had revealed that some of the 
machines issued from the depot to units were lying unutilised. The 
Committee could not get any definite reply in this regard as the 
witness was not aware of the full facts. The Committee dasite that 
this matter should be looked into and the position intimated to them. 

16. As regards the amount of Rs. 21 lakhs stated to have been 
spent on care and custody of these machines it was explained that 
the amount was not incurred exclusively for the custody of these 

. 

machines but was on account of total stock of machinery and spares 
in the depot besides normal expenditure on the receipts and issues 
from the depot. It was, however, pointed out by the Comptroller & 
Auditor General that proportionately large amount was spent on 
surplus machines as the number of other machines was only 1410 
as against 13,683 surplus machines. 

The Committee were also informed that on account ef pauci'v 
of funds and engineering capacity, sufacient accommodation was 
not available and therefore some of the stores had to be kept in the 
open. However, these were treated with preservatives. Further as 
these were general purpose machines tools there was not possibility 
of their becoming outdated in the near future. 

As regards the latest position regarding these machines, the 
Committee were informed that the total holdings of the machines 
on 1st November 1961 was 13,683 falling under the following 
categories: - 

(i) No. of machines standardised %= 
(ii) No. of machines mrnmencbed for rt+ utilisation 4,139 
(iii) No. of machines recommended for dis- 

posal 1,m 
(iv) No. of machines about whose d h p d  

adian was stil I  to be taken a s 3  
The screening of t h e e  machines hfer red  to in item (iv) shy 
had also been almost completed. 



The Committee were concerned to note that due attention was not 
paid to the utilisation or disposal of surplus machines which had 
been lying idle since 1845. They understand from Audit that even 

.taking into considemtion the machines which are likely to be utilised 
before 1965, 70 per cent of the machines will eontinue to be surplus. 
They would like to observe that undue delay in the disposal of sur- 
plus machines results in avoidable loss due to attendant risk of dete- 
rioration of the machines besides expenditure on their care and 
custody. They therefore, desire that eotpedi tious steps should be 
taken for the disposal of the machines not Likely to be required fo'r 
use within a reasonable period. The Committee also ieel that the 
esgpendituw of about Rs. 21 lakhs incurred on the care and custody 
of these machines appears to be on the high side. They suggest that 
the position may be examined to see whether this expenditure can 
be brought down 
Over-provisioning of Stores-page 10, para 14(a) 

17. Large quantities of electronic valves and spares for wireless 
sets which were purchased during 1951-43 remained unutilised for 
a period of several years. About 27.12 lakhs of electronic valve6 
perrtaining to two different types of wireless sets, which were pur- 
chased during 1 9 5 1 - 4  have been lying in stock for over eight years. 
It has been estimated that 27.83 lakhs of valves which included some 
earlier stocks (of the value of about Rs. 183 l a b )  would be surplus 
after meeting the requirements upto the end of March 1963. Sparas 
for wireless sets of the value of Rs. 32 lakhs were also Feceived 
during the period from 1951 to 1953. The review of the stock posi- 
tion in November, 1960 showed that the bulk of these spares was 
surplus to requirements, the value of surplus spares being Rs. 19.12 
lakhs. 

Explaining the reasons for over-provisioning these stores, the 
Secretary of the Ministry of Defence stated during evidence that 
during 1951-53 when these stores were purchased the political situa- 
tion was such that there was rush for stock piling of such equip- 
ment and spares. Therefore 36 months' requirements on 'war was- 
tage basis' were provided for on the possibility of an emergency 
arising at any moment. However, this basis had been changed and 
ptavtpicm was now being made for only 24 months maintenance 
requirem~nta 

It was also explained that as this was a new type of equipment 
developed in U.K. the Ministry and no experience of the wastage at 
the time of pmcument and had to accept the scales given by the 
manufactusers. It was however admitted that the stock on hand 
waa more than what they had purchased in 1951-53 and that three 
years estimated requiremefits could not be used even in 10 years. 



As regards the disposal of surplus stock, the Committee ware 
informed that the Bharat Eledronics Limited had been a d d  to 
examine the possibility of using these valves. Some valves were 
a h  proposed to be sold to the Police for  wSreless sets. 

While the Committee note the circumstances under which them 
stores were surchased they are not satisfied that 'there was adequate 
justification for p r d n g  these stores on three gears' 'war wastage 
basis'. They view with regret that effective steps had not been 
taken for the utilisation/disposal of the surplus stores and it - 
only recently that the Bharat Electronics Limited had been asked to 
examine the possibility of ntilising these valves. The Committee 
would urge that this matter should receive greater attention. 

Non-provision of suitable accumnwdution leading to doum-gradation 
of ammunition--page 11, para 15. 

18. A Field Ammunition Depot in Western Command was &b- 
lished in 1948. Due to uncertainty of its retention, the ammunition 
was stored in tents. As the depot a continued, a project was ini- 
tiated in 1954 for providing covered accommodation at a cpst of Rs. 15 
lakhs with a view to prwenting deterioration of ammunition owing 
to monsoon, heat, moisture, storms etc. The project was, however, 
not proceeded with as Government felt that the depot might not am- 
tinue at the same place for more than four years and that the cost 
of the project would be more than the loss due to deterioration of 
ammunition in that period. In December 1958, it was again decided 
that semi-permanent accommodation should be provided if it would 
be used for at least 5 years after it was ready. A case was initiated 
in August, 1959 to plan the requirements and a Board was constitut- 
ed in January 1961. The pmceedhgs of the Board were still under 
consideration In the meantime, ammunitian valued at Rs. 33.96 
lakhs was downgraded during the period from December 1959 to 
March 1959; of this ammunition valued at Rs. 17 lakhs had becume 
unserviceable. 

Explaining the reasons for the delay in this regard, the Seaetaq 
of the Ministry stated that the question of providing covered accom- 
modation for this depot was considered from time to time. But no 
decision could be taken as the permanency d the unit could not be 
determined due to tactical reasons. However, the Board COILsftitut- 
ed in January 1961 for planning the requirements in this regard 
recommended a scheme costing more than Rs. 1 mre. The quas- 
tion was under the consideration of the Government. The llnd 
decision in this regard had been delayed as the views d the State 
Gowmment concerned on the qu-n of shifting a hi* voltage 
power b e  were received only recently. 



It was aLso contended that deterioration in this case could not be 
attributed solely to storage conditions although it was o w  of the 
important factors and there were variolus other factors responsible 
£or downgrading of the ammunition. Down-gradation was a normal 
feature in case of ammunition even under covered accommodatim 
degmdhq upon its ingredients 
The Committee had come across a similar case in the past where 

tbere had been delay of 12 years in deciding about the location of 
a depet and ammunition worth Rs. 45 lakhs had to be downgrded 
(paras 41-44 of the 35th Report of Public Accounts Cornmitt* 
1966.61~). They regmt to note that this is another similar case where 
the authorities had taken more than 10 years to decide about the 
pamameat location of the depot. The Committee also learnt from 
A d i t  &at ic 1953 so=* pre-fabricated sheds were available and 
titam had been earmarked for this depot. It is surprising that evem 
them no steps were taken to provide at least some temporary covered 
accommodation to meet the immediate requirements of the depot, 
as the provision of permanent accommodation would, in any case, 
have taken some time. The Committee trust that the constructicm 
d building for the Depot would now be expediteh to avoid any 
farther deterioration of the ammunition. 

Pur* of ten tnn cranes-page 12, para 16 
19. In the year 1954, the Master General of Ordnance purchased 

10 ten-ton cranes costing in all Rs. 10.52 lakhs. Five of these cranes 
were not fully utilised, as indicated below:- 

(i) Two of the cranes received from the suppliers in the later 
part of 1954 remained in the receiving depot for about 
24 years before their despatch to the formations. 

(ii) One crane transferred to Vehicle Depot, Panagarh by the 
receiving depot in April 1955 was on receipt found to 
require major overhaul. After repairs, it was trans- 
ferred in March 1959 to the Central Ordnance Depot, 
Kanpur, though the latter was not authorised to hold 
a ten-ton crane. Here it worked for 143 hours during 
the total period of three gears. The Ministry intimated 
in March 1962 that the crane was being shifted to the 
College of Military Engineering, Kirkee. 

(iii) Another crane was received in Dehu Road Depot in Jan- 
uary 1957. I t  was loaned to the Army Base Workshop 
from where it was received back in February 1959. In 
March 1980, it was sent to the Base workshop for repair 
and had not been received back till October 1961. 



(iv) Another crane remained off the road from April 1959 to 
October 1961 for want of repaits. 

During evidence, the Master General of Ordnance informed the 
Cornmitttee that in order to meet a deficiency of 13 cranes, it was 
decided to purchase 10 new cranes and repair 3 old ones. Instead 
of having 6-ton cranes, it was decided to buy 10 ten-ton cranes 
considering their usefulness in handling new equipments requiring 
header.carriage. But, as the cranes were a little too big for use, 
there had beep certain problems in their full utilisation 
Steps were being taken to utilise them in the new Defence Produc- 
tion Units. The representative ~f the Ministry of Defence stated 
that there was also some delay in the utilisation of some of the 
cranes because of repairs needed by them as a result of damage 
during transit between depots. The Committee were, however, in- 
formed that all of them hed since been distributed and these were 
being used in various workshops and formations. 

The Committee had an occasion to comment on the utilisation of 
one of these cranes in para 18 of their 43rd Report (Second Lok 
Sabha) in which case the width of the mad in the depot was inade- 
quate for its use. The fact that a number of these cranes on receipt 
remained unutilised for several years would indicate that there was 
lack of foresight and proper planning in the purchase of these heavy 
cranes. The problems concomitant with the use of ten-ton cmnee 
should hake been foreseen at the time of their purchase. The Com- 
mittee note that all the cranes have been issued to workshops1 
formations and hope that they would be fully utilised in future. 

Delay in cancellatim of orders-page 12, para 17 

20. The Central Ordnance Depot, Agra, placed demands for 130 
units of an item in August 1952 and followed it up by further dec 
man& for the same item, 1,500 in December 1953 and 3,000 units 
in May 1954. The manufacture of all these units was entrusted by 
the Director General, Ordnance Factories to the Ordnance Factories, 
Dehra Dun in January and June, 1954. The manufacture against 
the Arst two demands was commenced in June, 1955 and that against 
the last demand in May, 1958. 

In the mean time, the provision reviews carried out by the 
Ordnance depot in February, 1955, May, 1956 and November 1957 
revealed surpluses of 1,105; 2,939 and 2,759 units respectively but no 
action to reduce its demands was taken by the depot till June 1959 
when the factory was asked to suspend manufacture. 

The revised requirements were worked out as 1,000 units only 
d t e r  a provision review carried out in Odober 1960. By thb time, 



an expenditure of Rs 1-47 lakhs had been incurred on the part 
manufacture of the rest of the quantity (3,630 units). In addition, 
a further expenditure of Rs. 23,W was expected to be incurred in 
compkting the semi-manufactured units. 

It was explained during evidence that the manufacturing pro- 
cesses were in an advanced stage in 1955-56 and any cancellation 
would have resulted in considerable avoidable expenditure. It was 
added that maintenance requirements for 1954.56 had been on the 
increase. The surpluses constituted requirements for three to four 
years only. Further with the increase in the requirements of this 
item, the rate of repair output was also anticipated to increase. Al- 
though a new type of wireless set was expected to replace the type 
of set of which this item was a component, this type of set was now 
expected to continue in service and therefore, the stock position of 
this item was being reviewed. The total cost of the compents  
manufactured was about Rs. 87,600. However, as some issues out of 
the stock of this item had already been made the cost of the r* 
rnaining stock was only Rs. 60,000. Efforts were being made to find 
alternative use for these remaining items. 

The Committee were informed by Audit that provision reviews 
conducted during 1 9 M  disclosed even larger surpluses as can- 
pared with the figtms in earlier years. The reasons advanced by 
the Ministry for not reducing the demand for the item in q d o n  
am, therefore, not very convincing. The Committee were informed 
that the stock position of this item was being reviewed again as the 
wireless sets of which this item is a component were likely to eonti- 
nae in service. They would like to be informed of the outcbme of 
this review and the progress of utilisation of the surplttses. 

QUARTER MASTER GENERAL'S BRANCH 
Dehy in disposal of surplus lands and buildings-Page 13, para 18 

21. The audit para disclosed six cases in which non-disposal/ 
delayed riim>osal of lands and buildings, lying unutilised for the 
last several years (some of them since as far back as 1947) entailed 
loss to the State due to the deterioration of the building besides 
expenditure on maintenance of watch and ward amounting to seve- 
ral lakhs. 

It was explained during evidence that in view of the difaculties 
experienced in piecemeal acquisition of land, disposal of the lands/ 
buildings was resorted to only after all avenues of utilfsing 
them by the other Defence Organieations, other Mhisteries, State 
Governments and public undertakings etc., had h fully explored. 



It was the experience of the Ministry that delays in the disposal of 
these assets in some of the cases had been justified as on account of 
expansion etc. some new uses had been discovered for these assets. 

The Committee were also informed that a l l  military lands and 
properties were reviewed periodically and recommendations for their 
retention or otherwise were forwarded to the Army Headquarters. 
These lists were reviewed by the Quarter Master General's Com- 
mittee quarterly and their recommendations were forwarded to the 
Ministry for final d d o n .  

While the Committee share the anxiety of the Ministry to dispose 
of the vacant lands and buildings only as a last resort after exploring 
all avenues of utilising them by Defence Organisations/other Minis- 
tries etc. they cannot over-look the fact that some of these buildings 
were lying unutilised since 1947. It is, therefore, apparent that due 
attention had not been paid to the utilisation/disposal of these b d d -  
ings resulting in considerable expenditure on maintenance and watch 
and ward staff besides unnecessary locking up of funds. The Corn- 
mittee desire that this matter should now receive due attention and 
steps taken for utilisationldisposrJ of surptus buildings. 

The Committee f ~ l  that the expenditure incurred on the watch 
aad ward is excedve. They were Wormed that the number of 
watchmen appointed was according to the scale laid down by the 
Government. The Committee suggest that the prescribed scale should 
be carefully ernmired to see what economies are possible. 
Delcry in de-hiring of Zand--page 15, para 19 

22. In Katihar (Bihar), 86.98 acres of land belonging to private 
individuals were taken over by the local Army authorities in April 
1950 for locating an ordnance depot without settling the terms of 
hire. The land became surplus to A m y  requirements in July 1953. 
The question of acquiring the land was considered on various occa- 
sions, but the Army Headquarters did not favour the proposal. 
Finally, in December 1960, they directed the lower authorities to 
dispose of the assets, clear the site and de-hire the land but the 
latter again recommended acquisition to meet the changed require- 
ments. This proposal to acquire the land was under consideration. 
As the period of occupation exceeded ten years, sanction of Govern- 
ment for the continued hiring of the land became necessary. 

The Committee were informed that at the time of taking over the 
land in 1950, there was some confusion about the ownership of the 
laad. A few months later the Zarnindari Abolition Act came into 
force in Bihar which created soaae dBlculties in enterirq ink, a 



regular lease agreement with the land-owner. The collector's advice 
was sought on a number of occasions as to the manner in which the 
occupation should be regularised. One of the proposals was to re- 
quisition and later acquire the land, These proposals were under 
consideration of the Army Headquarters. For strategic reasons it 
had been decided to retain the land on hire. One party who claimed 
to be tbe owner of the major portion of the land had prederred a 
claim of about Rs. 3 lakhs but there was still a dispute about the 
actual ownership of the land and the advice of the Ministry of Law 
was being sodght before issuing the formal orders. 

& regards liability of Government for the rent of the land, the 
Committee were informed that the rent for the whole area was 
fixed at Rs. 217 in 1951 whereas the latest assssment of rent by 
the collector was Rs. 69 per acre. 

The Committee observe that this is yet another case where t b m  
had been a delay of several years in taking dds ion  about the dis- 
posal/acquisition of the land. 

They desire that the question of ownership of land should be 
pursued vigorously with the authorities concerned so that some far- 
ma1 agreement could be entered into for the hQmg/acquisition of the 
land. 

ENGINEER-IN-CHIEF'S BRANCH 

Tractors lying idle for want of spares-page 15, para 20 

23. One hundred and thirty tractors and connected attachments 
valued at over one crore of.rupees supplied by the Director General, 
Ordnance Factories between July 1959 and October 1960 had been 
lying unutilised in an Engineer Stores Depot owing to delay in pro- 
curement of spares. While the indents for the tractors themselves 
were placed in December 1958 (for 100 units) and April 1959 (for 
130 units), the scales of requirements' for spares were finalised by 
the Army Engineers only in March 1960 and an order, on the basis 
of scales so finalised, was placed on the Director General, Ordnance 
Fadories after the lapse of another year in March, 1961. The Min- 
istry stated that the delay in placing of the indent for the spares 
was mainly due to non-availability of a catelogue and the relevant 
price list. 

During evidence, the representative of the Ministry of Defence 
stated that the tractors were required for replacement of the old 
fleet phased o v a  a period of five years and were not intended for 



immediate use. A collaboration agreement was signed for the indi- 
genous manufacture of tractors in the Ordnance Factories. One of 
the conditions was that the collaborators would supply 100 tradors, 
and the order for spare parts was to be placed on the basis of the 
forecast given by them. As the tractors were not required for 
immediate use, it was decided not to rush in for spare parts and 
thus conserve foreign exchange. As there was no experience about 
the equipment in the country, the scale of spares could not be deter- 
mined with accuracy required. After entering into the agreement, 
ithe collaborators were asked to furnish their recommendations 
about spare parts, which were received between February-April 1959 
(the tractors were to be supplied from June 1959). On the basis of 
these recommendations, the Engineer-in-Chief's Branch placed an 
ad h.oc indent stipulating certain conditions which could not be 
complied with and this resulted in delay. Later the ad hoe order was 
cancelled and the final order placed. It also took some time to obtain 
the prices of the spares, as the firm did not manufacture all the 
parts themselves. 

Asked why the order for 100 tractors placed in December 1958 
was required to be completed by March 1959, if these were not re- 
quired for urgent use, the Director General, Ordnance Factories 
stated that as the tractors were to be assembled in India after adding 
some indigenous parts, it was proposed to start their production as 
early as possible in order to save foreign exchange on the project 
as a whole. . ,  . . , ,  

As regards the latest position, the Committee were informed *.at 
out of 230 tractors ordered against phases I and 11, 210 had been 
received, 104 tractors had been issued and 106 kept in reserve 
against 116 authorised. All the spares in respect of these tractors 
had been received and issued. 

The Committee note that large funds (over a crore of rupees) 
remained locked 'up in this case beeause of the tractors remaining 
Idk, for a considerable period. They feel that this could have been 
avoided with better planning in placing the orders and closer c o  
ordination between the Engineer-in-Chiefs Branch and Di i to r  
General, Ordnance Factories. It is regrettable that there was undw 
delay in finalising the requirements of spares although the roconn- 
mendations of the manufacturers had been received between 
February--hpril, 1459. Out of 210 tractors received, 106 are stm 
lying in rosewe. The Committee would like to know the pragross 
made in the utilisadon of these tractors and the number of o m -  
tiona1 h o w  done by each tmctor. 



Zecruy (breakage of imported wired glass she&+para 21 pages 15-16 

24. Out of 22,318 wired glass sheets valued at Rs. 3.34 lakhs a p  
psox imported from abroad during June and December, 1950, 4,972 
sheets valued at Rs. 1.20 lakhs were found broken on receipt by the 
Garrison Engineer, Kanpur. No action was taken then to investigate 
the breakages and regularise 'the loss, Another 515 sheets valued at 
Rs. 9,847 were also found broken in April, 1962. 

In April, 1958, a Court of Enquiry was convened to investigate 
the low. The Court gave its findings in November, 1960; the breaka- 
.ges were attributed to the rough and careless handling of packages 
by the bullock cart contractor entrusted with their transportation 
from the rail head to the work-site. No departmental ofllcer had 
been deputed to supervise the loading, unloading and transportation 
of the packages. Five Military Engineer Services Officers were held 
responsible for the loss. 

During evidence, the representative of the Ministry of Defence 
admitted that there had been some avoidable delay in investigating 
the case and initiating disciplinary action against the ofacers res- 
ponsible for the loss. The question of the action to be taken against 
the officers was still under consideration, of whom two were no 
longer in service. The court of enquiry had come to the conclusion 
that the loss was due to the extreme carelessness and dereliction of 
duty on the part of the MES officers, although it also considered 
some breakages attributable to normal transit and storage. 

The Committee note with regret the abnormal delay which has 
occurred in this case in instituting a Court of Enquiry and finalising 
the action to be taken against the officers responsible. The Corn- 
mfttee have repeatedly emphasised in the past the necessity of 
instituting Courts of Enquiry without delays. They would like to 
be informed about the action taken against the oflicers concerned. 
The Committee also desire that necessary instrnctions should be 
Issued about proper packing and handling of delicate materials like 
w i d  glass sheets in order to avoid losses during transit. 

Purchase of soft wood bullies---para 22 pages 16-17 

25. Against two indents from the Chief Engineer, Western Com- 
mand for the supply of 1.99 lakhs soft wood (flr, chir, kail and 
deodar) ballies, the Director General, Supplies and Disposals placed 
an order on the Chid conservator of Forests, Jammu and Kashmlr, 
Government in January, 1958 for supply by December, 1958. 



The supplies commenced in October, 1958. Out of 1-39 laldra 
ballies supplied by October, 1959, 1-21 lalh balliea, ie., about 87 
per cent were rejected by the consignees on the ground that the 
baUes had not been given preservation treatment as provided in 
the contract and that they were cracked, twisted and infested. On 
complaints made by the consignees from time to time, further sup- 
plies were suspended in October, 1959, but no re-inspection, ae pro= 
vided for in the supply order, was carried out by the Forest Depart- 
ment of the Jammu and Kashrnir Government. A joint inspection 
of the ballies already supplied was, however, carried out in June- 
July, 1960 by representatives of the Director General, Supplies and 
Disposals, the supplier and the indentor. The dispute has not yet 
been settled. 

During evidence, the Director General, Supplies and Disposalr 
stated that the ballies had been inspected by the Inspectors of the 
Forest Department J. & K. Government before despatch. Of the five 
consignees, one who had received a small quantity accepted the 
ballies, while the other four complained about them from time to time. 
The main reason for the rejection was that the ballies had not been 
given preservation treatment. On the matter being taken up with 
the J. & K. Government they stated that no facilities for preservation 
treatment were available with them. As such the State Government 
should not have accepted the contract. The representative of the 
Ministry of Defence stated that the State Government neither accept- 
ed the percentage of rejections intimated by the military authorities 
nor did they take any action to reinspect the ballies. A joint inspec- 
tion carried out in June-July 1960 by the representative of D.G.S. & D., 
the J. & K. Government and the Military authorities did not produce 
an agreed solution. On the basis of the views of his representative 
on the inspection team, D. G. S. & D. had recommended acceptance of 
90 per cent of the supplies subject to a rebate of 50 nP. per ballie for 
not having been given preservation treatment. But this recommenda- 
tion was not agreed to by the Military authorities who found a 
smaller percentage of ballies acceptable. The dispute was, therefore, 
referred to D. G. S. fk D. for arbitration under the terms of the con- 
tract. According to the arbitration award the entire supply was to 
be accepted with an overall reduction of 15 per cent in addition to 
the rebate of 50 nP. per ballie. The award was under consideration 
of the Ministry. To a question by the C. & A. G. whether the Chair- 
man of the Enquiry Committee had stated that most of the deteriora- 
tion seemed to have taken place during storage, the Director General, 
Supplies & Disposals replied that the Chairman had s u g ~ s t e d  a 
&&,ion of 10 per cent after taking into account the overall posi- 
tion. In reply to a question, the representative of the Ministry of 
Defence statmi that ballies would be utilised for some alternative 



purposes and not for the purpose originally intended. The total 
hancial loss in the matter wqdd be worked out in due course. 

The COllPlPfffee are of the view that the difficulties in this case 
hive' arisen because of non-verification by the D. G. S. & D. before 
placing the contract whether arrangements for preservation treat- 
ment of soft wood ballies existed with the Forest Department, J. & K. 
Government. Further, no provision was made for the inspection of 
the goods by the M.E.S. authorities before despatch. The Com- 
mittee would suggest that adequate safeguards should be taken by 
tbe D. G. S. & D. while placing future contracts on the State Gov- 
ernment. The Committee would l i b  to be informed in due course 
as to what alternative use the ballies were put and what was the 
Wzd ffnrrncial loss facurred in the transaction. 

The Committee also recommend that the dispute in the pr-r 
tase should be settled with the State Government expeditiously, as 
the ballies which have been lying unused for periods ranging from, 
8 to 3 years are likely to deteriorate further. 

DIRECTOR GENERAL OF WORKS 

Defective operation of contracts-para 23, page 17 

26. In 195758, the Commander Works Engineer, Meerut conclud- 
ed four contracts for the renewal of roofs of certain buildings at 
Muradnagar. 

In 1968, the Commander Works Engineer issued a revised draw- 
mg in respect of the lap joint in purlins and issued directions to the 
Garrison Engineer, Meerut to initiate a deviation order for this 
change. The Garrison Engineer did not issue the deviation order 
during the execution of the work. On the other hand, he issued 
certificates (between June 1959 and March 1960) to the effect that 
the *arks had been satisfactorily completed according to the con- 
tracts! 1 

Subsequently during the check of the bills in Commander Works 
Engineer's Oface certain over-payments were detected and the Gar- 
rimn Engineer was asked to effect recovery. In June-July 1960, the 
Garrison Engineer issued the deviation orders and at that stage de- 
ducted a total sum of Rs. 30,969 from the contractors' bills for the 
omitted portion of the work. The contractors did not accept the 
deductions and u3timately obtained (January, 1961) an award in 
their favourqor Rs. 25,134 by referring the case to arbitration. 



n . 
Fbe conhactora had alw wed timber of 8' length hMead of thr . . lnlnlmum length of 12' ee stiguloted in the coatrads. But this w a ~  

rot objected to during the course of execution of the work. As 'thr 
market rate for timber of 8' length was lower than that of 12 length 
by IEio. 6 per cfL the c(~.tractms made on unintended prdt d &. 43,648 on 7,268 dt. of timber used oa the works. Governmen$ 
preferred a claim before the arbitrator for an amount of 31,878 
tn this regard. The arbitrator, however, awarded only Ro. U,SD 
in favour of the Govenunent. 

In evidence, the Director-General of Works stated that the t y p  
ai joint to be used over the rafter as shown in the original drawing 
needed clarification. The Commander Works Engineer issued a 
tlarificatory drawing after the contract had been accepted, which 
was to that extent a clarification and not relaxation of specifications. 
The contractors were formally asked to carry out the work in a& 
cordance with the clarficatory drawing. An attempt was made tb 
prepare a deviation order but the contractors did not agree to the 
deviation, who contended that the work was according to the terms 
of the contract and no deduction was called for. The arbitrator gave 
his award in favour of the contractors which showed that he up- 
held the contractors' contention that the deviation was not neces 
sary and the work was done according to the terms of the contract. 

The Committee's attention was drawn to a statement ma$e by 
the Ministry to Audit that although the Garrison Engineer was asked 
to initiate a deviation order for the change, it was neither called 
for nor issued by the Garrison Engineer. The Gamson Engineer 
correctly certified that the work had been completed, without issuing 
any order to the contractor for the change as there was no justifica- 
tion for doing so under the terms of the contract. The mistake was 
made in the Commander Works Engineer's Office during technical 
check of the final bills when that office came to the conclusion that 
recovery was due from the contractors. If this was the position, tbe 
Committee are unable to understand why the Gamson Engineer did 
not represent to the Commander Works Engineer immediately on 
recetpt of the revised drawing t:?at no deviation order was called 
for. On the other hand, the Committee h d  that the G a r h  
Engiaeer while communicating the revised drawing to the eontrac- 
tors had stated 'please note that necessary D.O. will be issued to yma 
for this change'. But the Oarrison Engkreer did not follow up thin 
conditicvn. Letar, after completion of the work, on a directfun from 
the Commander Works Engineer's Oiaee to make deductions fronu 
the contractors, the Gerrison Enginehr issued a deviation ordew. 
But web at that atap, Carrisan Engber did not represent to tbo 
C o a r m u r d e r W o r l r r ~ ~ t h a t t h i 8 . c t i o a r W 8 s n o t ~ t g .  
r n l n ( ~ ) ~ s l 3 .  , . e I 



Tbe Connmittee am, inclined to feel that them was an omission om 
the part o£ Garrison Engineer, in not complying with the inatruc- 
tlons of the Commander Works Engineer issued in May 1958. 

As regard the use of short length timber, the representative of 
the Ministry of Defence stated that the contracts provided for 
mapply of minimum of 12ft. length timber except where otherwise 
permitted by the Garrison Engineer. As the supports were at 8 ft. 
intervals, the use of 8 ft. timber was according to the contract and 
h u e  of the completion certificate by the Garrison Engineer was 
in order. The Committee note that the Commander Works Engine- 
er had stated before the arbitrator that the provision in the con- 
tract was minimum length of 12ft. for timber and joints on supports 
(not all supports) and this basis was altered by the contractors of 
Qeir own accord to suit themselves for the reason that there was a 
difierence of Rs. 6 per cubic foot for timber up to 8 ft .  length and 
timber in length 12ft. and above. The very fact that Government's 
claim was admitted by the arbitrator to the extent of 50 per cent 
rhowed that the execution of the contract was defective. 



DIRECTOR GENERAL, ORDNANCE FACTORIES 

Untmnomical manufacture of Stores for civil t~ade-Page 18--20, 
Para 24. 

27. Ordnance Factories also undertake manufacture of stores for 
civil consumption with a view to utilising their surplus capacity and 
labour to the maximum extent. 

During evidence, the Director General, Ordnance Factories stated 
that items of civil trade were manufactured in Ordnance Factories 
in peace time to utilise their idle capacity and keep the skill and 
technique alive, so that in an emergency they could be switched over 
to the service production quicker. The Committee enquired about the 
criteria followed in selecting items of civil, trade for production. They 
were informed that the selection of civil trade items depended upbn 
the type of plant available in a factory so as to keep the technique for 
defence production alive. In order to save foreign exchange, items 
of imported origin were selected for production after taking into 
consideration their market prices. In this matter. Government had 
taken broad decisions, on the basis of which the discretion to select 
items for production had given to the Controller-General, Defence 
Production or Director General, Ordnance Factories. The Ordnance 
Factories took up such items under the instructions of the Director 
General, Ordnance Factories. Asked if any financial limit had been 
AxRd on the powers of the Director General, Ordnance Factoria 
in the matter, the Controller General, Defence Fhduction 
stated that it was difficult to estimate the cost of production in 
advance which varied according to the numbers to be produced. A 
list of civil trade items which the Director General, Ordnance 
factories was authorised to manufacture for stock purpose to mee4 
further requirements had hem drawn up. The Committee feel thrd 
any aiditions m alterations in the list should have prim a p p m d  of 
Gooenanrent. 

The Committee would like to reiterate the recommendati~ -do 
in para 50 of their Forty-third Report (Sacaad LoL S.bb.) that (i) 
the Defence production should not in any way d m  baause d the 
ddI tnde orders and (ii) the coetfng of utidss prodaced for cM1 



h d e  &odd be done strictly in accordance d t h  oound commsrdd 
principles. They suggest that before taking up produetion of c .  
trade items a proper survey of the prices and marketabWQ &add 
Jso invariably be made. 

28. The audit paragraph disclosxj the following cases where p 
duction of certain-stores for civil trade was apparently undertaksa 
without carefully assessing the probable cost of pduc t ion  and th. 
marketability of the goods. 

In July 1953, the Director General, Ordnance Factories, with the 
cone-ce d Government authorised the Ordnance Factory, Dehra 
Dun to manufacture 25 units of photo enlarger at an estimated cost 
d Rs 275 each. In August 1955, by which tima a prototype d the 
enlarger had been manufactured by the factory, the Ministry agreed 
to increase the number of enlargers to 250. Till September 1957 the 
manufacture of even a single unit had not been completed but the 
erpenditure incurred and commitments entered into amounted to 
Rs. 2 lakhs giving a figure for the cost of production greater than the 
market value of similar imported photo enlargers. The manufacture 
was, therefore, suspended in September, 1957 pending further exami- 
rutioa -;-I 

The Director General, Ordnance Factories expected that if a com- 
plete ban was imposed on fhe import of the enlargers it might be 
possible for the factory to sell about 200 enlargers per m u m  at r 
wholesale price of Rs. 600 each. The Ministry, after a review of the 
erpeaditure already incurred, decided in January, 1958 to complete 
the manufacture of 50 units in the first instance. The work op 
manufacture was accordingly resumed in the same month. A regular 
extract for the manufacture of 50 units was issued by the Director 
General, Ordnance Factories in March, 1958. By that time 14 photo 
enlargers had been complded by the factory against ?he origirrPl 
order issued by the Director General, Ordnance Factories in July, 
1953 for 25 units. The expenditure incurred on the 14 enlargers war 
Ra 85,314 Manufacture against the regular extract was resumed 
but upto end of December 1961, only 9 photo enlargers were complet 
ed. The cast of production per unit was estimated to be about Rs. 2745. 
The retail sale price fixed by the Director General, Ordnance 
Fadories in March, 1961 was Rs. 1,100 per enlarger inclusive of the 
25 per cent commission of the &ling agents. Against this sale price, 
the price of similar photo enlargers in the market in becember, 1959, 
aa ascertained by the MrPcbr General,OEdnance Factorfcs war 
about Rs. 450 per unit. 



..cr Explaining the reasons far high cogt of production in this c w  
W Director General, Ordnance Factories stated that at the W 
Mge of production when a few pmtotgpes of a store were prod- 
by general engineering methods, the production cost was urPuany 
Q to 7 times more than under bulk production. The cost of a store 
was also W e d  up with the production activity of a factory at the 
tlme of preparation of estimtes and actual production. At the time 
d manufacture of the photo enlargers the production activity of the 
ordnance factory, Dehra Dun having dropped because of shrinbap 
of service orders, the overheads had risen abnormally, resulting 
En the Mation of the production cost. The revised estimated and 
ef the store worked out to Rs. 689 (minimum) and Rs. 1,311 
(maximum) per unit over 50 numbers, and the market price w a ~  
Re. 1,200 per unit. 

As fur the slow progress in the manufacture of the store, the 
Committee were informed that development of certain components 
and procurement of materials took some time, and the fitting capa- 
dty of the factory was limited because of assembling of other pre- 
dsion instruments also being in hand at that time. Asked how the 
rtores were proposed to be citqmed of, the Director General, Or& 
name Factories replied that these would be sold and their production 
would be resumed after completion of the present service ardem~ 
placed on the factory. The witness named 8 indentors to whom the 
store had been sold. A number of enquiries had been received from 
d o u s  Government and private indentors. Some enquiries from 
private bodies for allotment of agendes had dm been received. 

The Cornmittso are uxmble to understand how the Dirsrta 
-l, Ordnance Fatcories had worked out an estimated cost of 
1L. 275 per unit over a batch of 25 units in July 1953 h e m  the em- 
asmenee of Government was accorded to take up the manufdum 
d the #tern. This estimated cost has no relation whatsoever 'b the 
rctual cest wbsequently worked out. The Committee a b  adb 
with regret the delay of severaI years in astablkhing manrrtactuxe 
J tbe stora 

. The Committee would like to know the p r 0 p - c ~  made in the 
rfs of existing completed unib d photo enlargers giving p d t  air 
h made. r); 

In May, 1935, at the instance of the Ministry, the Ordnance Factory 
Dehrn Dun, took up the manufacture d a pmtotype d 35 Mlbl 
dbraPa Projector on r high priority b m i ~  Tho intention wm 1, 



undertake bulk manufacture of the cinema projectors for civil trade. 
No formal sanction for undertaking the manufacture was, however, 
issued either by the Ministry or the Director General, Ordnance 
Factories nor was financial concurrence obtained. 

A prototype of the projector was completed by June 1956. The de- 
monstrations caried out in 1957 showed that the amplifier developed 
in the factory was not quite upto the standard. It was also realised 
by that time that the manufacture of the projectors would not give 
much load to the factory and that against the cost of an imported 
projector, viz Rs. 30,000, the cost of a factory produced projector 
would be about Rs. 43,750. 

In December, 1957, the Ministry decided that in view of the in- 
adequate facilities available and the negligible quantum of work 
that could be done at the factory, the production of 35 mrn projecton 
should not be undertaken by the factory. However, in June, 1959, 
the manufacture of a second prototype of this projector was taken 
up in pursuance of a general directive that Ordnance Factories should 
try and produce as much as possible for civil trade, provided there 
was sufficient demand for the article in question. This was mm- 
plded in July, 1961, but no regular manufacture had yet been under- 
taken. The total expenditure incurred on the manufacture of the 
two prototype was about Rs. 3 lakhs. 
The Ministry and the Director General, Ordnance Factories were 

aware by a b u t  November, 1955 that Government had already grant- 
ed licences to two Grms for manufacture of cinema projectors. 

During evidence, the Committee were informed that the total 
expenditure of Rs. 3.06 lakhs incurrea on the two projectors included 
development charges amounting to Rs. 24 lakhs which if spread over 
a batch of 1,000 units under bulk production would come to only 
Rs. 250 per unit. If the development cost was segregated as in the case 
of a commercial firm, the projectors could easily be sold at a market 
price. The market price of a projector was about Rs. 35,000, while 
estimated cost in ordnance factories on hulk production basis (a batch 
of 1.0'30 units) worked out at Rs. 24,000. Before, putting projectom 
for sale it was necessary to prepare detailed drawing in order to 
ensure their quick production. Asked if wy orders had been placed 
by the Army, the Director General, Ordnance Fectorics stated that 
h y  had now under consideration standardisation in terms of 16 mm 
projectors, and that nothing had been settled finally and that the 
whde question was still under consideration. 

Referring to the private Arms who had been granted licences far 
production of cinema projectors, the rqmientative of the Mlnta4try 



mf Defence stated that the proposal of the first Arm which had besnr 
approved in 1955 did not materialbe and it waa allowed to develop 
only 16 mm projector equipment in 1960. 35 mm cinema projector 
in private sector was apprwe' only in 1961, but the productfan 
fonsisted only of assembly of imp& components. 

The Committee are surprised to legla that such a project invol- 
ving considerable financial outlay was taken up without a f o n d  
sanction either by the Ministy or the Director General, Ordnance 
Factories and without proper hancial concurrence. 

They would like to know whether formal sanction has siacs 
k n  accorded and what was the reason for the delay. ~ h e i  w d  
also like to know in due course how many projectors were mama- 
factured and sold and at what price. 

(c) Espresso Cofee Machines 

During the years 1958-60, the Rifle Factory, Ishapore, manu- 
factured 15 Espresso coffee machines at a total cost of Rs. 53,764 
without obtaining formal government sanction or financial concur- 
rencle. The Ministry informed Audit on the 24th May, 1962 that 
a sale price of Rs. 2,750 has been fixed for the senior machine. 

Explaining the reasons for taking up the production of coffee 
machines, the Director General, Ordnance Factories stated that 
there was known to be a demand for introducing these machines 
in the Army canteens and at the Railway Stations One machine 
had been sold to the Railways who wanted to place bulk orders after 
trials. An enquiry had been received from another party for sale 
of 100 machines, who had also obtained one machine for trials. The 
toet of a senior machine (restaurant model) was estimated as 
Rs. 1,500 per machine and a junior machine (house model) as Rs. 106. 
The machines would be manufactured on receipt of firm arde;rs, and 
no machines were being manufactured at present. 

The Committee regret to ,*oh that this in another ease w k a  
prior sanction was not issued before taking up prodadion In putE 
cular, there was m, justification for producing as many as 15 
machines without ascertaining whether there wodd be r e d  damond 
tor them. The Committee would like to know whether a fonnrl 
sanction for the manufacture of the machines has beem h c d  and 
wbether responsibility has been fixed for in&g this e x p c n d i k  
which todate remains largely infractuous. They would also like t. 
know the final outecme d tbe ~~ rscdvcd hwn the -m 
a d  private parties. 



98. In tbis coamtia the CoIDlPIttea wouM l ib to mention hem wt the& Study Group which recently visited the m e  Fac- 
bry, were informed by the Director General of Ordnance Factories 
that due to heavy surpluses of rifles with the Wce3, the prodw- 
tion at the Factory was gradually reduced during the period 1951- 
6% to 195445. The provision review as on Ist January, 1955 showed 
a huge surplus Consequently the production was further cu~tail- 
d This led to the question of the retrenchment of the staff. As 
this would have d t e d  in a loss of skill and technique, it was 
decided to utilise a part of the surplus capacity of the Factory to 
the production of civil trade items such as sports Rifles. Espresso 
CaFIe Machines etc. As to the present position, it was stated that 
the entire capacity of the Factory was being utilised for the manu- 
facture of service stores. In this conneetion, the Committee would 
like to mention that they are in general agreezaent with the policy 
QI utilising the surplus capacity of Ordnance Factories in peace time 
fae the production of civil trade items in order to keep the skills 
lad tecbaicim ative, so long as by so doiag the manufacture of 
ammice stares which b tha h t  and foremast duty of the Ordnanca 
8mdosries does not in any way m&r. 

Delay an manufacture of a store by an hdwnce Factory-Pages %- 
21, pcmr 24. 

30. With reference to a d d  received in Uay 1953 for the wrp 
ply of 1,150 units of an item by October 1953, the Director General, 
Ordnance Factories placed an order in November 1953 on the Ord- 
nance Factory, Dehrd Dun. The Factory did not supply even a 
Eingle unit till November 1960, when the indentor suggested suspen- 
don of the order. It was ultimately cancelld in May 1961. An 
expenditure of R8. 1.17 lakhs was incurred by the Factory. 

During evidence, the repmsentative of the Ministry of Defence 
agreed that the Ordnance Depat concerned shotdd have suspended 
the order in 1957 when the pnwision review had indicated hold- 
ings of the item in exceas of requirements for the next tour years 
upto the 31st March, 1961. The Depot had been informed by the 
Army Headquarters in November 1957 that in view of the surplus 
holdings, there was nothing further to be covered. But this was 
interpreted by the Depot to mean that no further demands were 
reguired to be p W  and that no reduction or cancellation of the 
order already placed wss callad for. 

In regard to the utilisation of the components manufactured, the 
mpemntative of the Ministry ai Defence stoted that thew had bcso 



rrrpka by Odname Depotdl a&aiM other req-ts. kurfl* 
pointed out that according to tKe infoPMartion available with thslm 
about Ra 9,000 worth of c0lllponent.s only had been utilised by the- 
&pots and the rest had not utilised as they had already sur- 
gluP stocka of thew itezna 

B x p m g  the for ttle O r d m e  Factory not being abler 
b establish production of the equipment for seven years, the 
rentative d the M M t r y  of DePl.Jsce stated that it was not posslik 
b manufacture two components. Attempts to procure them through 
private trade also failed. The quota cartiflcates for their imprnrt 
*re obtained in Febnuuy 1960 and the order was suspended in 
November, 1960. 

The Committae note with mgmt the failure on the part of the 
Ordnance Depot to snspsnd the Order in 1957, even when they were 
faformed about the surplus holdings as revealed by the provision 
review. The C d t e e  suggest that the question may be p- 
hrvesttgated, mponaibility b e d  and remedid measures taken to- 
avoid a racrurance. The Committee would like to know the total' 
rrpanditure rendered ~ C ~ ~ O D L B  as also the vaiue of components- 
rtill.ed dlwwhsrs. 

31. During the period April 1957 to April 1960, the Dimidor 
General, Ordnance Factories placed demands on the Director Gene+ 
ral, Supplies & Disposals, for the purchase of fourteen 3 ton 4 ~ 2 '  
lorrfes at an estimated cost of about Rs. 4 lakhs. In April 1961, it 
waa pointed out in Audit that the provision review in respect of 
thls type of lorries held by the Master General of Ordnance as an 
50th June, 1960 had shown a surplus of 5,148 lorries and that the 
requirements oE the Direotor General, Ordnance Factories could 
have been met from the surplus stocks. The provision reviews ram- 
ducted in the years 1957, 1958 and 1959 had also revealed surpluser 
uf 3 tan 4 )c 2 vehicles. 

In December 1961, the Ministry intimated that though in accord- 
mce with the procedure the ITirector General, Ordnance Factor- 
was not required to communicate his demands to the Master Gene- 
ral of Ordnance, it was proposed to examine whether the Director 
General, Ordnance Factories should consult the Master General 
Ordnance befm procuring any common user items. In March 1- 
(be Ministry intimated that out of the nvplus holdin(~s r e f e m  to, 
the serviceable lorries were being used against a delbcieney ~a 
ether type m d  that the Mmtw General. Ordnum Poctoriq rb, 



was advised of the surplus available under the repairable category 
did not prefer any demand for t h e n  

Explaining the reasons for placing the demand in the present 
.case on the Director General, Supplies & Disposals for the purchase 
of vehicles without consulting the Master General of Ordnanc* 
'Branch, the Director General, Ordnance Factories stated that it wan 
known that the Army had large stocks of 4 x 2 vehicles in repair- 
able condition and had a limited capacity for repairs. After tho 
receipt of the Audit para, the indents placed on the Ilirector Gene- 
ral, Supplies & Disposals were kept under suspension and effork 
were made to obtain the requirerents of the Ordnance Factories 
from the Army, but because of difficulties of supplies from tho 
Army, the Ministry agreed to the revival of orders. Asked if it 
was not possible to repair the requisite number of vehicles for s u p  
ply to the Director General, Ordnance Factories, the Master General 
of Ordnance stated that since priority was being given to the Army 
requirements of repaired vehicles, supplies could not be made to 
.4he Director General, Ordnance Factories. The Army were still 
'short of the requirement of fit vehicles. At the instance of the Min- 
istry, the Master General of Ordnance Branch had been able to deli- 
ver only 3 vehicles so far. To a question if the vehicles could nbt 
be got repaired through civil workshops, the representative of the 
Ministry replied that the private trade was tried in the matter but 
this experience was not good. The Controller General, Defence Pr+ 
duction stated that use of the old Army vehicles of pre-1948 period 
after repairs also entailed higher operational cost which would re- 
sult in increasing the cost of production in the factoiies. Therefore, 
unless these vehicles were more economical not only in capital cast 
but also in operation, it would be false economy for the Director 
General, Ordnance Factories to use them. . . 

I t  is not clear to the Committee whether in the present case the 
-tor General, Ordnance Factories did not consult the Master 
General of Ordnance Branch for his requirements of 4 x 2 vehicles 
because od his reluctance b use old vehicles of pre-1948 period .I. 
non-availability of adequate repair capacity in the Army Workshops. 
The Committee understand that these old vehicles were after repair 
considered to be as good as 80 per cent brand new ones and the cost 
of overhaul was only about Rs. 2,850 per vehicle. Tn th:. I;&t of 
this the Committee find little justification for the contention of the 
Controller General, Defence Production that use of old vehiclm 
would be uneconomicaL In order to utilise any surplus fitacb of 
common user items in the Army, it would be desirable that all thr, 
 oar-Army orpanisations under the Ministry of Da4mce rhooM hwk 



-their demands for such items through the Master General of Chd- 
m c e  who should endeavour to meet their requirements out of the 
surpluses as far as possible. 

The Committee note with concern that the repair capacity .of the 
workshops falls short of the requirements. It is obviously desirable 
that the repairable vehicles are repaired at the earliest possible 

.date. L£ they are kept lying for years there is bound to be further 
deterioration. If, as stated by the Defence Ministry, the private 
t p d e  cannot handle this work efficiently, the possibility for am- 
menting the existing capacity of the workshops should be seriously 
examined. In addition, the Committee suggest that in view of the 
present emergency, a proper m e y  of the repair facilities in the 
private sector should be made, and necessary facilities provided to 
them so that, if and when so needed, their services might also be 
~tilised. 

Visit by the Study Group 'B' of the Public Accounts Committee to 
the Gun Carriage Factory, Jabalpur and Ordnance F a c t m y ,  
Khamcrria. 

32. During their visit to the Gun Carriage Factory, Jabalpur and 
Ordnance Factcry, Kharnaria, the Study Group 'By of the Commit- 
tee were impressed with the coordinated effort of officers and 
workers for increasing production, and their awareness of the need 
of the country in the present emergency. 

The Study Group made the following suggestions to increase the 
production of the factories: 
Gun Carriage Factory, Jabalpur. 

(i) Priority should be given to this factory for the supply of 
steel of particular specifications and qualities required 
by them All procedural and other delays in this mat- 
ter should be removed immediately. Other raw mate- 
rials e.g. timber and brass of the requisite quality and 
quantity should a h  be made available to the Factory. 

(ii) A few machines at present being used in the Factory were 
very old. It should be seen whether any of them need 
replacements. If so, necessary action may be initiated 
promptly. 

(iii) There was a lot of congestion in the Factory which was 
hampering the production. Urgent steps should, there- 
fore be taken to provide more floor space so that the 
Factory could increase their production as quickly aa 
pwsible. 



(1) Government might consider the feasibility of introducing 
in the Ordnance Factories incentive schemes for main. 
tenance staff at appropriate time. 

(ii) At present the Factory has considerable surplus covered 
accommodation. Steps should be taken to utilise the 
extra floor space by e x p a n u  the activities of the Fac- 
tory. 

(W) There was a great deal of wild growth of weeds, etc. 'in 
the Fadory areas which when dried up might be the 
cause of atxidental fire. Although the weeds were being 
cut regularly now for which a lot of labour had to be 
engaged involving heavy cost, steps should be taken to 
fully eradicate their growth. 

(iv) Apart from meeting the present requirements of Defence, 
efforts should be made to develop and manufacture 
latest tn>es of items for the Defence forces. 

The Committee desire that necessary action should be taken em 
the abwe memtioned suggestions. 



h r t ~ b e  of Stores--page 28, para 28 
53. In paras 19-20 d the 3Mh Report (Second Lok Sabha) d tb. 

Public Accounts Committee a mention was mads of the irregular 
and avoidable pumhase of two i tem of stores by the Captain 
Superintendent, Naval Dockyard, Bombay at abnormally high prices 
resulting in an extra expenditure d about Fts. 3'26 lakhs. Thre Audit 
para disclosed further facts in regard to the purchase of the two 
@ems. Apart from these items, ten other i t em were purchased by 
the Captain Superintendent, Naval Dockyard, Bombay during the 
period 1956 to 1959 which were con+derably in excess of requirt+ 
ment or for which unreasonably high rates were paid indicated 
below:- 
-. . - 

Amount 
? . No. Material purchased Price paid Market paid in 

pr ia  e x a s  --- -- - 
(In thousandr of r u m )  

I 3opoo fire bricks '. 1 ~ 6  13 I343 
a 10 tons coloured natson powder . 132.5 ao I,OS 

3 44 cwts. ironite powder . 57 4 53 
4 5 tons roofex . 5 3 5 48 
J 9 tons lissapol . 60 19 41 
6 J tons adhesive nlutim . 45 8 37 
7 5 tons c e m a o  . So 13 a7 
8 21 5 rolls bituminous felt 8 a 29 5 3 
g 39-112 tons of s h e l h c  . 35 20 IS 

10 503 gallons vala prirniqg. . 1 3  5 8 --- 
TOTAL . . . . 6,66 1,36 - 5.30 

The Ministry stated in February 1962 that it was proposed to insti- 
tute a ~ o a r d  of Enquiry to investigate the facts. 

- 

The representative of the Ministry of Defence stated during the 
course of evidence that the court proceedings had started against 
the accused &em. As regards the investigations by a Board of 
Enquiry, the witness stated that on the advice of the Special Police 
Establishment, the departmental enquiry had been postponed as it 
might have repurcussions on the court proceedings. All the relevant 
papers had been collected by the Special Police Establishment and 
had been submitted to the court. 

It was pointed out by the Comptroller and Auditor General that 
vhne the irregularitim had been detected in March 1959 the case 
#s referred to the cowt in April lM2, theref- the dqmbrmtrl 



pr-gs could have been completed earlier. The ~presentat ivb 
of the -try stated that the case had been handed over to the 
Special Police Establishment immediately after the irregularities 
were detected and all relevant records were taken away by them. 
On the attention of the witness being drawn to the instructions 
issued by Government that in such cases photostat copies of the 
documents should be made to proceed with the departmental action, 
the witness stated that the Special Police Establishment had advised 
in 1959 not to proceed with the departmental enquiry. The Corn 
mittee were also informed that according to the report of the Special 
Police Establishment the criminal responsibility of the Captain 
Superintendent in any manner was not established; the question of 
administrative responsibility was to be gone into by the departmental 
enquiry. 

The Committee find little justification for not initiating the 
departmental proceedings against the officers concerned immediately 
after the irregularities were detected in March 1959. If the records 
had been taken away by the Special Police Establishment, photcr- 
stat copies could have been made out for proceeding with the depart- 
mental action The Committee suggest that the instructions con- 
tained in the Ministry of Home Affairs Office Memorandum 
No. 39130154-Estt. dated the 7th June, 1955 requiring completion bf 
departmental proceedings before initiating criminal action should also 
be adopted on the Defence side. The Committee would also like to 
be informed of the results of the departmental enquiry in due c o r n  

Overpmvisioning of stores-pages 2425-para 29, Sub-para ( a ) .  

3.L In the cases detailed below, stores were imported from the 
United Kingdom in excess of requirements:- 

(i) Out of 26,272 boiler tubes purchased during the period 
December 1955 to June 1957, a quantity of 23,365 tubes 
was still lying unutilised in May 1961. The pa+ 
vision review carried out in 1960 had shown a surplus 
of 22,211 tubes valued at Rs 1.29 lakhs even afterepro- 
viding for the requirements upto end of March, 1962. 

(ii) Out of 481 steel plates purchased during 1955 and 1956, 
39 plates valued at Rs. 1.01 lakhs were still lying in stock 
in May, 1961. 

(iii) The entire quantity of 689 feet of copper tub- purchased 
during the period December 1955 to March 1W at a 
caet of Rs. 36,727 was lying unutilised in May 1961. 



Explaining the reasma for over-provisioning of stores the repre- 
sentative of the Defence Ministry stated that the stores had been 
indented for special refit (DZ refit) o£ certain naval ships which 
were more than 8 years old, during .the, period 1958-60. But d m  
to the limited capacity of the Naval Dockyard, the refit programme 
could not be carried out. Some refit work had been entrusted ta 
the Garden Reach Workshop and Mazagon Docks by the Defence 
Ministry, which were taken over by Government in 1960. It was 
proposed to undertake more refit work during 1963-64 and the stores 
were expected to be utilised completely in the next 2 to 3 years. In. 
~ v p l y  to a question the representative of the Naval Headquarters 
stated that tubes had been kept under proper storage conditions. 

The Committee feel that this case is indicative of lack of proper 
planning. Before procuring the stores, the capacity of the Naval 
Dockyard for special refit work should have been taken into con- 
sideration. The Committee hope that these stores would be fully . 
utilised in the next 2 to 3 years. 

Delay in revision of Regulations for the Indian Navy--page a- 
para 30. 

35. In October 1951, Government sanctioned the appointment of 
a Lieut. Commander and two clerks, initially for a period of six 
months in connection with the revision of Regulations for the Indian 
Navy. These posts and three others (one peon, on steno-typist 
and one daftry) sanctioned during 1952 and 1953 were extended upto 
31st December, 1961. The work has not yet been completed. 

Explaining the present position of revision of the Naval Regula- 
tions, the representative of the Ministry of Defence stated that 49 
chapters and 17 appendices had been printed and the remaining 5 
chapters and one appendix were expected to be completed by the 
end of 1962. As regards the delay in completing the work, the wit- 
ness stated that the review of the regulations was taken up on 
the basis of U.K. model which were themselves later revised in 1 W  
and a copy received in 1954. Further, consequent upon the super- 
session of the Indian Navy Act, 1934 by a new Act of 1957, consider- 
able re-writing in the chapter relating to the Navy Act had to be 
done. Asked if the staff was fully engaged during the period, #a 
witness replied in the affirmative. 

- The Committee deprecate the inordinate delay of over ten yeam 
b the revision of Reguttlons for the Indian Navy, which has d t - -  
ad in the sanction of the staff for thLP purpose baing extended bwn 
time to the. The Committee hopa that this wark would now b~ 
completed without furthsr delay. 



r8utstandings against Hindustan Aircraft L t d . - p u  31--pp. 26-27. 
36. (a) During the years 1948 and 1949, certain types of spar- 

required for the overhaul of service aircraft were supplied by th. 
Indian Air Force to Hindustan Aircraft, Limited which was alm 

.entrusted with their storage, custody and accounting. A reconcilia- 
tion of the ledgers with the ground balances as on 30th NovembeP, 
1949 showed large discrepancies. A list of these was sent to Hindus- 
tan Aircraft, Limited in 1952 but they refused to accept the same oa 
the ground that it was not correct and that for many discrepancies 
they were not responsible. A court of enquiry, appointed by Air 
Headquarters in 1956 to investigate these discrepancies drew atten- 
tion to certain accounting and other irregularities and held the Corn 
p w y  responsible for the deficiencies to the extent of Rs. 15.50 lakhs. 
A final settlement has still not been reached. 

(b) In addition, a balance of Rs. 17.31 lakhs is due from Hindus 
tan Aircraft Ltd. on account of three other transactions of equipment 
and spares. As against the total value of Rs. 37.31 lakhs of spares 
supplied, HAL have made an ad hoc payment of Rs. 20 lakhs. Th. 
Company have not accepted the figures on the ground that some 
vouchers were over-priced and the claims included certain items 
already returned. In the third case, the company proposed to return 
some spares and have also suggested arbitration regarding the price 
pgyable in respect of the balance. 

In evidence, the representative of the Ministry of Defence stated 
that the Hindustan Aircraft Ltd. had not accepted the recommenda- 
tion of the court of enquiry regarding the discrepancies in the 

-accounts of spares, as they considered them as unilateral. The queb 
tion of settlmg the matter through arbitration or otherwise wtas 
under consideration of Government. Two representatives of Hindus- 
tan Aircraft Ltd. were co-opted with the court of enquiry as mem- 
bers in attendance. The findings of the court of enquiry were at M, 
stage cosrdinated with the represeqtatives of Hindustan Aircraft 
Ltd; even some important questions put by them were disallowed 
-by the court, 

As regards the pricing of spares referred to in subpara (b), the 
representative of the Ministry of Defence stated that the Air Fom 
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and Hindustan Aircraft Ltd. had a p e d  to d e r  the 'third a m  50 
arbitration. The question of referring the other two casea alsb td 
arbitration was under consideration. ,+ 

The Conunittee regret that large discrepancies amounting to Iakl8a 
of rupees in the accounts of aircraft spares have remained unrecoa- 
dled for the last 13 years. The situation had warranted immediate 
effective action after the discrepancies were detected. The Cam- 
mittee are unable to understand why the representatives of Hind* 
tan Aircraft Ltd. which is a Governmeat agency, were not M y  
associated with the court of enquiry appointed by the Aii Head- 
quarters in 1956. Such a joint enquiry would have been helpfaf. h 
settling the discrepancies. The Committee suggest that the whole 
matter (including the dispute over the pricing of storeap supplied 'to 
Hindustan Aircraft Ltd.) should be brought to an early settlement, 
and they should be informed of the result in due course. 

Non-utilisation of imported equipment-para 32-p.27. 

37. For certain equipment required for testing overhauled fuel 
pumps of aero-engines, an operational indent was placed by the 
Air Headquarters on the India Stores Department, London in Janu- 
ary, 1958 with the stipulation that the equipment should be deliver- 
ed by December, 1958. The Air Headquarters also clarified in Feb- 
ruary, 1958 that the equipment could be fully utilized from July, 
1958 onwards. but that it would not be practicable for the contrac- 
tors to complete the supply before December. The equipment cost- 
ing Rs. 7.54 lakhs was received in the Base Repair Depot, Kanpur, 
between December, 1959 and April, 1960. As, however, there was 
no sanction to the construction of the buildmg required for the 
installation of the equipment and as there was no covered storage 
accommodation in thc depot, the bulk of packages were transferred 
during July-September. 1960 to the Equipment Depot, Manauri. 
The equipment had bcen lying unused for nearly two years after the 
receipt. Due to the non-installation of the testing equipment, the 
fuel pumps had to be sent abroad for repair in order to maintain 
operational efficiency. 

The Committee asked the justification of placing an operational 
indent and of the statement .of the Air Headquarters a t  that time 
that the equipment could be utilised from July, 1958. The repre- 
sentative of the Ministry of Defence stated that at the time af indent- 
ing the equipment, the Air Headquarters had expected that it could 
be installed in the already existing building. After the contract for sup  
ply of the equipment had been entered,in September, 1958, the suppli- 
ers were immediately consulted whether it could be installed in the 
2175 ( A . i i ) W .  



existing building. The suppliers advised in December, 1958 the con- 
struction of a new building for the purpose and the final plan was 
approved in November, 1959. The administrative approval to the 
building was accorded in September, 1960. The witness admitted 
that there was delay in according administrative approval to 'the 
building, which was under investigation. The building being re- 
quired for the installation of a highly technical and specialised 
equipment, its completion was delayed due to certain factors like 
time taken in the preparation of detailed estimates and drawings, 
departmental procurement of materials through the D. G. S. & D., 
and technical difficulties in the layout of the underground high ten- 
sion cables. Explaining the present position, the witness stated that 
the testing rig room was almost complete and the installation of the 
equipment was in progress. 

The Committee regret that this is another case of lack of proper 
planning and foresight resulting in the equipment costing Rs. 1-54 
lakhs remaining unused for 24 years. The representative of the Air 
Headquarters expressed the view that even if the question of the 
provision of new building had been considered from the beginning, 
the saving of time in initiating action in this regard would have been 
three months i e. from July to September, 1958. The Committee are 
unable to accept this view. As the equipment was of a highly tech- 
nical and specialised nature of which the Air Force had no experi- 
once, enquiries should have been made from suppliers before placing 
the final order regarding the building required for its installation. 
The Committee are surprised how the Air Headquarters thought that 
the equipment could be installed in the existing building and rushed 
to place an operational indent. The indent should have been planned 
in such a manner that the equipment was received by about the time 
the buildings were ready for its installation. The Committee are 
also concerned over the delay in the construction of the huilding 
partly due to delay in according administrative approval, which was 
stated to be under investigation. They would like to be informed 
about the result of investigation. 



APPROPRIATION ACCOUNTS (DEFENCE SERVICES), 1960-61 

Controller General of Defence Accounts' Certificate-Page 8, para 16 

38. The Controller General df Defence Accounts' Certificate, 
1960-61 inter alia disclosed the following irregularities in stores 
accounts : 

(i) Cases of incomplete maintenance/hon-maintenance/non- 
production of stores accounts/connected documents con- 
tinued to be reported. 

(ii) Cases also occurred in which credit could not be verified 
in the ledgers of the consignees. There were 1,497 such 
cases in the Army, 4,370 cases in  the Air Force and 430 
cases in the Navy. Cases in which vouchers had not been 
produced to audit continued to recur, there being 8,679 
cases in the Army and 5.911 cases in the Air Force. 

During evidence, the representative of the Ministry of Defence 
stated that during the years 195940, 1960-61 and 1961-62, number 
of cases under 'incomplete maintenance of accounts' was 38, 20 and 
10 respectively, under 'non-maintenance of accounts', 37, 21 and 28 
respectively, and under 'non-production of accounts' or 'connected 
documents' 65, 84 and 31 respectively. It  was pleaded that consider- 
ing the total number of units and formations, wide range and value 
of stores and a large number of issues and receipts, the number of 
objections relating to the maintenance of stores accounts was not 
abnormal. In a number of cases, audit objections had been settled 
after explaining the position to Audit, in others errors were being 
rectified. A number of objections related to non-maintenance of 
POL accounts by field units who were under the impression that 
they were not required to do so: the units had been asked to main- 
tain proper accounts. 

The position of the number of cases outstanding for verification in 
the consignees' ledgers as on 1st August, 1962 was 319 cases in the 
Army, 1,990 cases in the Air Force and 37 cases in the Navy. As 
regards the vouchers not produced to audit, the position as on 1st 
August, 1962 was 315 cases in the Army and 641 cases in the Air 
Force. Concerted efforts were being made to improve the position 
further. Difaculty in some cases was that stores were not received 



in units or depots, and in some cases stores had been diverted to 
other units. Audit pinted 'out  that the position of the cases whem 
credit could not be verified in the ledgers of consignees had not im- 
proved in 1960-61 as compared with 1959-60 when the cases outstand- 
ing for verification in the consignees' ledgers were 1,200 in the Army 
and 3,800 in the Air Force against 1497 and 4370 respectively in 
1960-6 1. 

In para 8 of their 17th Report (Second Lok Sabha) Vol. I, whiB 
commenting on the unsatisfactory state of store accounting in the 
Army formations persisting year after year the Committee had urg- 
ed the Ministry of Defence, the three Services, and the Ministry of 
F i c e  (Defence) to take all possible steps to see that sufficient staff 
in both quality and number were provided for store keeping and 
atore-accounting work. The Committee were concerned to find that 
the position had not materially improved in the subsequent yaara 
The representative of the Ministry of Defence assured the Commit- 
tee that some method would be devised to improve the position of 
store accounting. Representative of the Air Headquarters stated that 
in the case of Air Force, the unsatisfactory position of store account 
ing was due to the pressure of work in the context of considerable 
expansion after the Independence and frequent transfers of s W  
from one unit to another. The Committee hope that vigorous efforts 
will be made to achieve better results in future. 

Annexwe I I  to the Controller General of Defence Accounts' C d  
ficate-page 18. 

Seriul No. 3 

38. A large number of articles of personal clothing returned by 
a National Cadet Corps Unit to a Salvage Depot were found to have 
actually come from 'Kabari Market'. Apparently these stores bear- 
ing salvage stamps were procured by National Cadet Corps person- 
nel from the market and produced before the Condemnation Board 
for obtaining replacement of new clothing at concessional rates and 
were accepted 5y the Board. Apart from this, some other serious 
irregularities, viz. change of figures in Condemnation Board Proced- 
ings, non-credit of stores received frcm Ordinance Depot etc. were 
also noticed. 

During evidence, the representative of the Ministry of Defence 
stated that the matter had been investigated by a court of enquiry 
and their fbdings were under examination. Meanwhile, instructions 
had been issued regarding the accounting procedure of defence stores 
in National Cadet Corps Units. 



The Committee consider that the irregularith in this uw appear 
to be serious. They would Eke to know the final out-come of the 
investigations and the action taken against tbe persons concerned. 
Section V-Review of Military Engineer-Setvices Expenditure- 

pages 36-37, pam 26. 
40. The position in regard to finalisation of cases of losses deterio- 

rated slightly during 1960-61. As against the sum of Rs. 3.57 crores 
and Rs. 3.97 crores requiring finalisation at the end of the years 
1958-59 and 1959-60, respectively, the amount outstanding on this 
account at the end of the year 1960-61 was Rs. 4-05 crores. 

During evidence, the representative of the Ministry of Defence 
stated that a number of cases related to the war period or the period 
immediately following thereafter. In some cases losses were due to 
the difference between book-value of stores and their actual-sale 
proceeds, and there was a controversy whether such losses need 
regularisation. The Committee were assured that most of these cases 
had been put up for consideration of Government and would be re- 
solved as quickly as possible. The Committee desire that vigorous 
efforts should be made to finalise these old cases and result intimated 
to them in due course. 
Page 43, S. Nc. 2, Pages 50-51, S. No. 1, Pages 51-52, S. Nos .  4-5. 

41. In these cases, resale of goods after default by the initial bid- 
ders at  auctions had been effected after a considerable interval of 
h e .  Large amounts were written off on account of irrecoverable 
ground rents due from the original bidders. 

The Committee enquired why it was necessary to wait for an 
indefinitely long period before resale of goods was effected. The 
representative of the Ministry of Defence stated that after getting 
allotment of a bid, the party was required to clear the goods within 
the period prescribed for the purpose, failing which a notice 
was issued for operating the penalty clause and forfeiting the secu- 
rity deposit. The witness akyeed that the lots should not be allowed 
to lie indefinitely before these were put to resale. 

The Committee suggest that the reasons for delay in resale of 
goods in these cases should be investigated and necessary instructions 
issued to ensure that resale of goods after default of the initial bid- 
ders is expedited. 

Canteen Stores Dgxrrtment-pages 126-133 and para 17 of A d i t  
Report (Civil), 1962. 

42. The Canteen Stores Department is being run as a Government 
commercial undertaking but its transactions are being kept outside 



the Consolidated Fund of India. ,me future set up of the Depart- 
ment has been under consideration for several years. 

During evidence, the representative of the Ministry of Defence 
stated that the matter had been discussed with the Comptroller and 
Auditor General, who had suggested that either the Department 
might be constituted into a statutory corporation or a Canteen Stores 
Fund might be created within the Public Account of India with the 
approval of Parliament by a token vote. The Ministry of Defence 
had tentatively accepted the second alternative and the Budgetary 
aspects of the proposal were under examination in consultation with 
the Ministries of Finance (Defence) and Finance (Department of 
Ecomrnic Affairs) and the Comptroller and Auditor General. Every 
effort was being made to !inalise the matter. 

The Committee would reiterate the recommendation made hr 
para 10 of their 43rd Repert (Second Lok Sabha) that a decision om 
this question which has been pending for several Zmrs should be 
taken early. 

43. The financial transactions of another body, Soldiers', Sailors' 
and Army men's Board have also been kept outside the Consolidated 
Fund of India. The Committee were informed during the evidence 
that it had been decided to treat these Boards as departments of the 
respective State Governments. A reference to that effect had already 
been made to the State Governments but replies from all the State 
Governments had not yet been received. The Committee would like 
to know the final decision taken in this regard which may be expb 
dited. 



SCOPE AND EXTENT OF AUDIT CONDUCTED BY THE COM- 
PTROLLER AND AUDITOR-GENERAL OF INDIA AND THE 
FORM AND CONTENT OF AUDIT REPORT. 

44. During the course of discussion on Demands for Grants for the 
Defence hhnistry on the 31st May 1962, the Minister for Defence ~ e -  
ferred to the manner in which audit of the accounts of Defence *- 
vices is being conducted and audit report thereon presented to Parlia- 
ment, and suggested that the Members of the Public Accounts Com- 
mittee might consider the matter. In course of interpellation on this 
subject in Parliament on the 18th June 1962 the Finance Minister 
stated that the reports of the Comptroller and Auditor-General were 
considered by the Public Acconnts Committee and it was open to that 
Committee to seek elucidation on any point from the Comptroller and 
Auditor General. 

As it is desirable that there should be a clear appreciation of the 
scope of functions of such an important constitutional authoritv as the 
Comptroller and Auditor General, the Committee decided to  examine 
the matter with reference to the constitutional and legal provisions as 
also to the pratice obtaining in the matter in other democratic coun- 
tries like U.K. and U.S.A. 

The following aspects of the question were considered by the Com- 
mittee in particular- 

(i) What is the extent and scope of Audit conducted by the 
Comptroller and Auditor General? Does the system of 
administrative audit fall within the purview of the Comp- 
troller & Auditor General? 

(ii) What should be the farm and content of Audit Report on 
the acco'un ts of Government submitted by the Comptrol- 
ler and Auditor General? . 

iiii) In auditing the accounts of the Government, should Audit 
make independent enquiries from private individuab or 
members of the general public? 

Audit Reports are submitted in pursuance of Article 151 of the 
Constitution which enjoins that the Comptroller & Auditor General 
d d l  submit his report on the accounts of the Union and the States to 
the President and the Governor for being laid More Parliament and 



the State Legislatures. Neither the Constitution nor the Audit & 
Accounts Order, 1936, as adapted, has defined the scope and extent 08 
audit conducted by the Comptroller I& Auditor General. This has been 
left, as in other democratic countries. to the sole discretion of the 
Comptroller & Auditor General. To enable him to prepare his report 
he has laid down the principles and issued instructions for the guid- ' 
ance of the officers and staff of the Indian Audit & Accounts Depart- 
ment for conducting the audit of the accounts of the Union and the 
States etc. These processes today are substantially the same as they 
were before the inaugur4ion of the Constitution. 

The main controversy in regard to the scope and extent of audit 
centres round the statement that the audit of the Comptroller & 
Auditor General is financial and not an administrative audit. A state- 
ment like that is apt to create confusion and it is therefore necessary 
to state what is meant by administrative aucht. Administrative Audit 
m a y  be defined as an examination of the technical and organisational 
processes of the administrative apparatus with a view to see how far 
the a~para tus  is working with maximum efficiency and what technical 
and organisational changes should be made so that the optimum re- 
sults could be obtained. This examination must of necessity be the 
primary responsibility of the administrative departments and for this 
purpose they will have to have a built-in organisation in the depart- 
ments themselves. The Public Accounts Committee examined this 
aspect of Administrative Audit as early as in 1951 and in their report 

unts of 1947-48 (post-partition) made the following re- 

"While discussing the case mentioned in para 21 (i) (3) of the 
Audit Report on Civil Accounts, we accepted the sugges- 
tion of the Comptrollcr and Auditor-General that in 
order to  obviate such cases in future a system on the 
pattern of an administrative audit in vogue in the M.E.S. 
should, in addition to the audit exercised by his officers, 
be introduced in all the large spending departments such 
as the C.P.W.D." 

This recommendation was reiterated by the Public Accounts Com- 
mittee in subsequent years also. The system of administrative audit 
thus envisaged requires the setting up of an organisation in the de- 
partment itself for carrying out an internal check of their transactions 
and for exercising proper control by inspections and scrutiny of rele- 
vant data on the work done by the executive officers. In pursuance of 
this recommendation. the ~rmnisation of the Chief Technical Examin- 
er was set up by the Ministry of Works, Housing and Supply. The 
Ministry of Irrigation and Power have also accepted the suggestion 



for implementation in the various Multi-F'uqme River Valley Pro- 
jects. 

Administrative Audit as explained above does not &me within the 
purview of the Comptroller & Auditor General. The Audit conducted 
by him does not concern itself with the audit of administrative organi- 
sations and procedures as such. However, when a particular course of 
administrative action has resulted in waste, extravagance or improper 
expenditure, it is certainly the duty of Audit to call specific attention 
to matters of that kind and to bring the facts to the hotice of Parlia- 
m a t .  For instance, in a project for construction of a canal, Audit 
would not concern itself, with the administrative set up for the actual 
construction of the canal, the qualifications of the s t . ,  the manner of 
recruitment, the alignments of the canal, whether it should pass 
through a particular part of the country or not etc. These are matters 
which are purely the concern of the Administration as such and no 
scrutiny of these processes, which is an important aspect of Adrninis- 
trative Audit, is to be done by the Comptroller and Auditor-General. 
But, if in the process of execution, it is found that the alignments had 
been drawn up on insufficient data necessitating a subsequent change 
involving additional or infructuous expenditure or that the financial 
results were less than had been anticipated, then it is clearly the duty 
of Audit to examine the circumstances which resulted in the wrong 
alignments being decided upon in the Arst instance resulting in loss or 
avoidable expenditure to the tax-payer or those which led to a fail in 
return. Such an examination, though an aspect of administrative. 
audit, unquestionably falls within the ambit of Comptroller and Audi- 
tor-General's audit. It is aot the intention that Audit should encroach 
upon purely administrative matters or range over the entire field of' 
adrninistratio~~ But where administrative action has serious financial 
fmpllcations, it is the duty of audit to see that administrative action 
is not enly in conformity with prescribed law, financial rules and pro- 
cedure but it is also proper and does not result in any extravagance, 
loss or infructuous expenditure. 

The Committee also examired in this connection the position that 
prevails in this regard in U.K. and found that the pratice in this re- 
gard is exactly similar to the practice that is obtaining in our country. 
In the United Kingdom "with the approval of the Treasury and the 
Public Accounts Committee, and often at their instigation, the Auditor 
General is wont to push his inquiries further than the letter of the 
statute warrants, and to inquire also into any payments which on the 
face of the documents submitted to him to be imprudent and waste- 
ful . . . As distinguished from his Appropriation Audit, this may be- 
called his Administrative Audit. If in the course of his examinatfm 
he becomes aware of facts which indicate improper expenditure, or 



loss of public money, or waste of it, he is not debarred from calling to 
them the attention of the Treasury and the Committee by the fact that 
there is nothing irregular in them according to the scheme of appro- 
priation. It is even his duty to do so ..... In contrast with appropria- 
tion part of the Auditor General's work, necessary no doubt but tech- 
nical, this administrative part is of the highest practical value as a re- 
medy for the epidemic complaint of financial administration in these 
daysof vast expenditure, neglect of rigid economy in details" (Hilton 
Young-The System of National Finance). This extension of audit 
"arose out of the normal scrutiny of accounts, for losses, frauds, un- 
usual charges and owanding  claims all appeared on the face of the 
accounts, had to have Treasury sanction and needed explaining. In- 
quiries of this nature led to investigation of the circumstances under 
which such irregularities occurred and, thus, directly to a considera- 
tion of machinery and means, departmental methods and action.. . . 
Thus, by a natural growth of their functions, the (Public Accounts) 
Committee and the Comptroller & Auditor General were being led to 
a wider investigation of departmental action and to questions of eco- 
nomy and efficiency" (Basil Chubb-The Control of Public Expendi- 
'ture.) 

As regards the second item, viz., the form and content of the Audit 
Report., the Committee consider that as an instrument of Parliament- 
ary Control over Financial transactions of Government it is essential 
thatkudit %ports must be independent and objective. It is because 
of its vital importance that the Constituticn has taken special care to 
see that the Comptroller & Auditor General can perform his duties 
"without fear or favour, affection or ill will'. The Constitution has 
ad, therefore, prescribed the form and content of the Audit Report. It 
is no doubt necessary that the factual statements relating to various 
transactions mentioned in the Audit Report should be correct and 
Comptroller & Auditor General takes all possible steps to verify the 
facts. The different matters mentioned in the Audit Report are earlier 
sent in the form of draft paragraphs to the Ministries and Depart- 
ments so that the facts stated in the paragraphs can be verified by 
#em. The comments made in various matters are, however, his own, 
but in framing his comments the view points of the Ministries and 
Departments are always taken into account and where necessary these 
are also mentioned in the Report. If the Audit Reports are to be of 
m y  value to Parliament it is essential that the matters to be included 
and the cornrncats to be made therein are left to the sole dfscretion of 
%e Comptroller & Auditor Generat 

The positbn of the Camptrollec and Auditor General in this regard 
h the United Kingdom is 8ubstantiallP the same as in India. He has a . 
aoxnpletely free hand in the matter of the form and content of the 



audit report. As a matter of fact, the Select-Committee on Public Ac- 
counts in U.K. have encouraged the Comptroller and Auditor General 
to scrutinise and criticise improper and wasteful expenditure and to 
indicate where censure was, in his opinion, required. Commenting 
on an objection raised about the competence of the Comptroller and 
Auditor Gene~al to enter upon matters of administration, the Com- 
mittee on Public Accounts. U.K., in the year 1888. had observed in 
their Second Report: - 

"It is, no doubt, difficult in all cases to draw a distinction bet- 
ween questions bearing directly on audit matters and 
tho* which may trench upon the administrative func- 
tions of the Secretary of State. At the same time if, in 
the course of his audit, the Comptroller and Auditor 
General bocomes aware of facts which appear to him to 
lndicate an improper expenditure or waste of public 
money, it is his duty to call the attention of Parliament to 
them,. . . . . . " 

The Government of U.K. acce~t€?d this view and it was stated in the 
Treasurs Minutes: 

"My Lords think it important that the Comptroller and Auditor 
General should have great freedom indrawing his re- 
ports to Parliament. He may draw attention to any cir- 
cumstance that comes to his knowledge in the course of 
audit, and point out its financial bearing." 

51. In all democratic countries it has been accepted that it is the 
function of the Comptroller and Auditor General to satisfy himself 
that every expenditure has been incurred with 'faithfulness, wisdom 
and economy'. As regards the matters to be included in the Audit 
Report. the Committee were assured that the long standing practice 
folkwed in India is on all fours with that in the United Kingdom. 
This practice has been described in the following words of Mr. D. C. 
Richmond. the then Comptroller and Auditor General of the United 
Kingdom in his evidence before the Select Committee on National Ex- 
pendi t ure of 1903 : - 

"In the &st instance, my object is to report in such a W ~ Y  as to 
assist the House of Commons in making its way through 
what may be a very bulky volume of accounts; but 
beyond that I do not feel myself debarred from calling 
attention to anythmg which has ocrmrred in the course of 
w audit during the year which indicates loss or waste, 
or anything of that Idnd, which I think it is well that 
Parliament should know. Of course in doing SO, I havt 
to act with gregt cam h d  cHantion. It is not for me 



to criticise administrative action as such; the departments 
are responsible for their own action as regards general 
administration; but if I fmd the result of administrative 
action has been a loss or a wastefulness of public m o n q ,  
then.. . . . .as an officer of the House of Commons, if I 
call specific attention to matters of that kind, even though 
the account itself would not disclose the facts.. .Even if 
an account were in perfect order, I would in practice call' 
the attention of Parliament to any instance of waste or 
extravagance." 

It would be worth noting here that the above Select Committee on 
National Expenditure further recommended to the Public Accounts 
Committee: 

"even more than in the past, to encourage the Comptroller and 
Auditor General to scrutinise and criticise improper and 
wasteful expenditure, and to indicate where censure is 
in his opinion required." 

That this practice still continues to be implemented in the United 
Kingdom is evident from the following extract of the evidence 
given by the Treasury to the Public Accounts Committee in 1951: 

"This wider responsibility (of the Accounting Officer) has gone 
hand in hand with the tendency of succeeding Cornptrol- 
lers and Auditors-General to exercise freely their rights 
of drawing the attention of the Public Accounts Com- 
mittee to cases of waste and inefficiency in the conduct 
of a Departmen's business-a much wider responsibi- 
lity than that of merely attesting the technical correct- 
ness of the payments. Accounting Officers have, there- 
fore, to be prepared to defend the conduct of their De- 
partment's bushes in this widef sense and to make good, 
not only the "correctness and propriety" of the payments 
in the technical sense, but the efficiency and economv of 
the administration." 

The position in regard to the scope and extent of audit, and the 
form and content of Audit Report is also similar in U.S.A. Section 
312 of the Budget and Accounting Act, 1921, provides that the Comp- 
troller General in his reports to the Congress "shall make recorn- 
mendations looking to greater economy or efficiency in public expen- 
ditures.. . .He shall submit to Congress reports upon adequacy and 
effectiveness of the administrative examination of accounts and 
claims in the respective Departments and Establishments and upon 
the adequacy and effectiveness of departmental inspection of the 
offlces and accounts of fiscal officers," 



The Committee are therefore, dsttnitely af the view that ft b 
*the function of the Comptroller and Auditor General to MW 
bimself not a d y  th& every expenditure hes been incurred ru pen 
prescribed rules, regulations and laws, but also that it has bsee 
incurred with 'faithfulness, wisdom and economy'. If, in the 
af his audit, the Comptroller and Auditor General becames aware 
of facb which appear to him to indicate an improper expsndi-, 
ture lor wash of public money, it is his duty to ca l l  the attentiow 
sf Parliament to them, through his Audit Reports. At the present 
time when there is heavy taxation and heavy expenditure, the Com- 
mittere hope tha$ Comptroller and Auditor General will pay wen 
greater attention than in the past to this aspect of his duties and' 
that Government will give him every facility to perform them. 

As regards the third item, viz., whether the Audit authorities 
should make independent enquiries from private individuals or 
members of the general public, the Committee would Like to invite 
attention to the statement made by the then Comptroller and Audi- 
tor General of India (Shri V. Narahari Rao) a t  the meeting of the 
Public Accounts Committee held on the 22nd May 1951, regarding 
the procedure followed in the preparation and submission of Audit 
Reports to Parliament as given in Appendix L, Annexure I1 of their 
First Report (First Lok Sabha). The relevant extract from this 
statement is enclosed in Appendix I for ready reference. It explains 
in detail the various processes adopted by the audit department in 
the preparation and presentation of audit reports. The facts in- 
rluded in the Audit Reports are not only based on official documents 
but are also vetted by the departments concerned. The Committee 
have ascertained the present position from the Comptroller and 
Auditor General and they have been assured that the procedure out- 
lined in the Appendix continues to be followed and that them has 
been no case where matters reported in the audit reports were based 
on facts other than those obtained through official chant&. The 
witnessts from the Defence Ministry were unable to quote any 
instance where audit comments in the Report had been based on 
information from sources other than Accounts, official records and 
documents. 

The Committee understand that a healthy convention has baa 
'built up in our country for making available to the Comptroller and 
Auditor General all documents and records relating to any f i n ~ c a  
transaction of the Government. Tais enables him to properly & 
charge his constitutional functions. Effective and useful audit may 
mot always be possible by a mere examination of the aecoapQ 



and subdilary documents such as muchers submitted to audit. It 
kP d y  as a result of the examination of all relevant documents lead- 
ing to a particular transaction .including the sanction that it .is 
possible to arrive at a final audit view in the matter. I t  is also an 
accepted convention for the Auditor General in U.K. to call for any 
document relating to transactions to which his duties in respect of 
Audit extend. The position in this regard has been very clearly 
stated by Dwell in his "The Principles and F'ractice of the System 
of Control over Parliamentary Grants in the following words:- 

"He (the Comptroller and Auditor General) alone is cam- 
petent to say what information is necessary for the 
discharge of his statutory functions, and if required for 
audit purposes it cannot be withheld. . . .He is bound to 
afford to Parliament the fullest and best information m 
his power with regard to expenditure; but Parliament 
would not require to be furnished with information 
which it would not be in the public interests to make 
public. In the exercise of this, as in that of many other 
of his functions, the decision must be left to his dis- 
cretion." 

In the U.S.A. the Budget & Accounting Act specifically provides for 
the production of all records which the Comptroller General requires. 
for the purposes of audit. On a complaint made by the Comptroller 
and Auditor General in U.K. in 1917 the Treasury agreed with the 
P.A.C. in sharing the hope that the documents necessary to enable 
the Comptroller and Auditor General to audit Navy Accounts would 
in future be supplied to him with the least possible delay. The Com- 
mittee understand that even in the worst days of the Second World 
War, no restrictions were placed on the Comptroller & Auditors-Gene- 
ral in U.K. and U.S.A. in the matter of calling for such papers and 
files as they considered necessary. 

The Committee understand that Government has been examining 
a proposal to introduce legislation defining the duties and powers of 
the Comptroller and Auditor General as required under Article 149. 
They would urge upon them to expedite the same. Thz Committee 
would like to point out that when the Exchequer and Audit Depart- 
ment Bill was introduced for the first time in the United Kingdom 
Parliament in 1866, it was referred to  the Committee on Public 
Accounts of the House of Commons. Also, in the year 1921, when 
another Bill was introduced to amend the above Act, it was examined 
by an Expert Committee appoinpd by the Government. The report 
of the Expert Committee was bnsidered by the Public Acmunts. 
Committee and their pronouncement was included as an Appendix. 



to the report and circulated to the Members of Parliament. The 
Committee hope that a suitable procedure would be evolved to enable 
the Public Accounts Committee to consider the proposed legislation. 
at an appropriate ICage. 

NEW D m ;  
The 21st November, 1962. 
~ a i k a  30, 1884 (Saka). 

MAHAVlR TYAGI, 
Chairman, 

Public Accounts Committee- 
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APPENDIX I 

E&aat from the statement nude by the Comptroller and Auditor 
General of India at the meting of the Public Accounts Commit- 
tee held on the 22nd May, 1951 re: the Rocedure followed fot 
the p~eparation and submission of Audit Reports to P a ~ Z i c r ~  
(Given at pages 302-303, Annexure 11 of Appendix L of the First 
Report of the Public Accounts Committee, 1951-52) 

"I am going very briefly to explain how the audit work is done. 
The accounts come to the Accounts OfXcers. They are all examined 
and checked up. So many questions are sent out, some of which 
may be for elicibing information. We ask the Executive for their 
explanation. The explanation comes Then, if we are not satisfied, 
the Audit Officer sends it to the higher offlcer asking him what he 
has to say. He may, perhaps, explain or say that the person con- 
cerned has been warned and so on. Perhaps, the Audit OfEcer may 
be satisfied after the receipt of the explanation, that there was no- 
thing really wrong. That is how most of the things happen. There 
are some bigger things which are discovered in the course of audit. 
Correspondence may even go on with the Government and most of 
the correspondence is of the nature of asking for an explanation from 
the Government or for eliciting information or facts. Such corres- 
pondence is not a report. There are various stages and processes for 
Audit to satisfy itself that a transaction was regular or irregular. 
The Audit Offlcer may And that it is a bad enough matter, or it 
may be an ordinary irregularity which should not be repeated, re- 
garding which we would like to report to the Parliament. There 
may also be cases in which, at the instance of Audit, impmvements 
in financial or accounts rules and procedure have been devised, or the 
authorities have r e b e d  to accept the advice of Audit. The Audit 
Report ultimately includes, at the discretion of the Audit authorities, 
an account of irregularities and other important or interesting m a t  
ters. The more serious cases where the delinquents have not been 
adequately punished, are also reported. We report even where peo- 
ple have been sent to jail, and all sorts of things, which in our opin- 
ion ought to be reported to Parliament. 

As to the process of preparing the Audit Reports, all the mate- 
rials are collected by the Audit OfRcer concerned. The Draft Paras 
contain allegations of things that have happened or have been dis- 
covered in the caurse of the Audit. It is only right and fair to the 



Audit department as well as to the administration that the facts 
stated therein should be verified. These drafts are not Audit R e  
po* u n d a  Article 151 of the Constitution at this stage. These 
drafts are sent to the departments for their comments on the facts 
stated therein If they say that they do not accept the facts argu- 
ments ensue between the Audit on the one hand and the adminis- 
tration on the other. If they say that the facts stated are not correct, 
we ask them what the correct facts are. Then they say that the facts 
are such and such. Evidence has to be produced by the administra- 
tion in support of their statements being correct. If adequate evi- 
dence is produced to justify a correction in the Draft Paras, they 
have to be amended because the Audit Report must be a faithful 
statement of facts. It is prepared without fear or favour; without 
any affection or ill-will. It would be a miserable document if it were 
a prejudiced one or untrue to facts. Therefore, we give every oppor- 
tunity to the authorities concerned to contradict our statement of 
facts and produce the requisite evidence in support of their case. 
After having done all this, the report is finalised. Until this stage is 
completed, the Paras are only drafts or provisional statements with- 
out any authoritf'. 



Summary of main Conclusions!Recmndarions 

Ministries; . 
S. No. Para No. Departments Conclusions,;Recornrnendations 

concerned 

I 3 (Intro.) Defence . The Committee are in general egreement 
with the policy of utilising the surplus 
capacity of ordnance factories in 
peace time for production of civil 
trade items in order io keep the  
skills and techniques alive, so long as 
by so doing the manufacture of 
service stores which is the first and 
foremost duty of the Ordnance Fac- 
torits does not in any way s~lffer. 
During their visits to some of the 
Ordnance Factories, the Study 
Groups of the Committee were 
deeply impressed with the enthusiasm 
and coordinated efforts cf the officers 
and workers in irxreasing defence 
production and their sense of aware- 
ness of the need of the country in 
the present emergency. It was hear- 
tening that various trade uniors had 
sunk their differences and were 
wcdcing unitedly to raise the defence 
production to the maximum. The  
Committee have no doubt that greater 
emphasis will continue to be laid on 
the development-, and production of 
new armaments ard equipments. 

2 4 (1nuo.3 Do. The Committee woulJ suggest that 
such measures cis may be necessaq 

Finance to achieve budgetary targets may be 
(Defence) examined by the Ministry of Defence 

in consultation wiQthe Ministry of 
Finance. 



Defence The Committee note with regret the 
deterioration in the percenta e of 

Finance savings, both in respect of to ted  
(Defence) Grants and Charged Appropria- 

tions. 

Do. ( i )  The Committee consider it unfortu- 
nate that there should have been 
shortfalls against the items like manu- 
facture of trucks and tractors, manu- 
facture of arms and ammunition and 
purchase of vehicles. 

Do. 

(ii) While the Committee appreciate 
the Ministry's efforts to save foreign 
exchanke by restricting imports to 
the mnimum, they would suggest 
that before making budget provision 
for imported stores, the possibility 
of their becoming obsolescent as a 
result of change of policy or the 
prospects of their indigenous manu- 
facture should be fully considered, 
so that as far as possible, funds are 
not obtained which might not be 
required later. The Committee 
would like to watch the improvement 
in reducing the percentage of sav- 
ings over Defence Grants further. 

The Committee are not happy over 
the practice of surrendering funds 
year after year on the last day of 
the financial year. They note that in 
pursuance of the recommendation 
contained in para 4 of their 35th 
Report (Second Lok Sabha), the 
Ministry of Finance (Department of 
Economic Affairs) have issued in- 
structions to the administrative Mi- 
nistries for exercising strict budgetary 
control and surrendering savings 
immediately they were foreseen. 
The Committee hope that with 
closer liaison between the indenting 
and supplying de arupents and the 

I! accounts offices, etter resuits would 
be achieved in this respect in fu- 
ture. 



Defence . While the Committee h) tbat undu 
tha revised roodure t c  ouwtamibg K relating to t e current y e w  would not 
accumulate, thcy are concerned over 
some old dues still outstanding slnce 
the year 1946. They desire that 
every effort should be made to 
recover them expeditiously. They 
would like to be furnished with a 
statement showing the break-up of 
the outstandings since 1946 and the 
progress made in the sattlement of 
old cases. 

Do. The Committee suggest that the present - accounting system of the ordnance 
Finance factories should be suitably changed 
(Defence) as the practice ofinclusion of the 

value of imported equipment in the 
production of factories does not 
convey the correct picture of their ,, 
output. 

Defence . The Committee feel concerned over the 
shortfall in the production of tractors 
and trucks. They also note that the 
foreign exchange content has not 
been reduced to the extent anticipat- 
ed. They hope that all out efforts 
would be made to ensure that there is 
no further shortfall in production. 

Do. . The Committee recommend that the 
required analysis should be completed 
as early as possible. They would also 
suggest that in future the details of 
the facilities extended to such works 
might be shown separately in the 
proforma accouno of such works to 
facilitate the final costing for the 
purpose of comparison. 

Do. . The Committee trust that all  out eff.ons 
would be made to clear the outstanding 
Vouchers~Invoices/Inspectim Note  
expeditioucly . 

11 9 Do. While the Committee appreciate the 
Minisuy's point of view, thcy see 



little justification fcr retaining un- 
wanted and obsolete surplus stores 
indefinitely which are not likely to 
be utilised in foreseeable future. The  
Committee have already stressed the 
need to screen the old slock and dis- 
pose of obsnlete and urv:antcd stores 
in para 55 of their Sixth Report 
(Second Lok Ycbha). ?'he reten- 
tion of such stores would not only 
result in b1ockir.g up of much needed 
storage accommod~tion in the depots 
but also involve unnecessary ex- 
penditure on their care and mainten- 
ance. As the ycars roll by the stores 
might become operationally un- 
suitable. 

12 10 Defence . The Committee are of the view that 
the prescribed time- limit for hmi- 
shing comments on draft Audit paras 
should be adhered to and suggest 
that lower formations might be asked 
to submit thcir explanarion to 'the 
Ministry through proper channel as 
soon as they receilt audit objections 
to enable the h4inistry to communi- 
cate their replies to the audit para- 
graphs within the prescribed pe- 
riod. 

Do. . The Committee have already in their 
previous Reports (Paras 79-80 of 
r g ~ h  Report-1st Lok Sabha and 
87 of 6th Report-2nd Lok Sabha) 
emphasised the importance of timely 
linking of invoices with packing ac- 
counts to avoid l(,sses due to shortages, 
pilferage or misappropriarion. They 
are concerned to note that invoicem 
pertaining to the years 1948-49 to 
1956-57 are s i l l  outstanding after a 
lapse of several years. The  Commi- 
ttee would urge on the Ministry to 
undertake a special d r h e  to liquidate 
the old invoices by augmenting the 
staff, if necessary. The  Committee 
also recommend that the linking of 
invoices . relating to the current 



years should not be allowed to ac- 
cumulate, as the delay in this regard 
is likely to result in losses due to 
shortage, pilferage etc. remaining 
undetected. 

D e fc nce . The Committee are not convinced with 
the explanation for the delay in 
appointment of the expert committee 
and lslow progress of its work. They 
hope that the work of the expert 
committee will be completed soon 
and action initiated on its recom- 
mendations with the object of stream- 
lining the accounting systtm of the 
Military Farms without delay. 

Do. . The Committee are unable to agee with 
the view that it was not worthwhile to 
suspend the order before studying 
the modifications. In their opinion 
instead of adding to the 
infructuous expenditure by con- 
tinuing the manufacture of compo- 
nents on the old design, the Director 
General, Ordnance Factories should 
have been asked to suspend further 
production soon aftcr April, 1958, 
when the technical authorities came 
to know of the modifications in the 
latest pattern by U.S.A. T h e  po- 
sition could be reviewed in the light 
of the outcome of study of these 
modifications. 

Do. . The Committee observe that as the 
sanction for the fire brigade st* 
contt mplated that a trailer fire pump 
should be in position in the workshop 
and as there were alrrady some 
arrangements for meeting emergen- 
cies, the employment of fire brigade 
staff without first procurring the 
trailer fire pump and in the absence of 
a fire supervisor Iacked justification. 
They would like to point out in this 
conpection that as late as February 
1961, the Inspector of Fire Services 



on his visit to this Workshop had 
felt that in the absence of such a 
trailer fire pump the fire services 
personnel were not suitably emp- 
loyed. It was admitted during the 
course of evidence that employment 
ef the staff was not strictly in accord- 
ance with the Government sanction 
which was on the express condition 
that there should be a trailer fire 
pump in position, and formal sanc- 
tion should have been obtained by the 
workshop for the revised man - 
ments. The Committee trust t at 
such cases will not recur. 

f 
Defence . The Committee desire that the position 

regarding utilisation of the ma- 
chines issued to units should be 
looked into and intimated to them. 

Do. . The Committee were concerned to 
note that due attention was not paid 
to the utilisation or disposal of sur- 
plus machines which had been lying 
idle since 1945. They understand 
from audit that even taking into 
consideration the machines which 
are likely to be utilised before 1965, 
70% of the machine will continue to 
be surplus. They would like to 
observe that undue delay in the d i e  
posal of surplus machines results in 
avoidable loss due to attendant risk 
of deterioration of the machines 
besides expenditure on their care 
and custody. They, therefore, de- 
sire that expeditious steps should 
be taken for the disposal of the 
machines not likely to be required for 
use within a reasonable perlod. The 
Committee also feel that the expendi- 
ture of about Rs. 21 lakhs incurred on 
the care and custody of these machines 
appears to be on the high side. They 
suggest that the position may be 
examined to see whether this ex- 
penditure can be brought down. 



19 17 Defence . While the Committee note the circum- 
stances under which these s tore  
were purchased they are not satis- 
fied that there was adequate justi- 
fication for procuring these stores on 
three years' 'war wastage basis .' 
They view with regret that effective 
steps had not been taken for the 
utilisation/disposal of the surplus 
stores and it was only recently that 
the Bharat Electronin Limited had 
been asked to examine the possibility 
of utilising these valves. The Com- 
mittee would urge that this matter 
should receive greater attention. 

Do. . The Committee had come across a 
similar case in the past where there 
had been delay of 12 years in decid- 
ing about the location of a depot and 
ammunition worth Rs. 45 lakhs had 
to be downgraded (paras 41-44 of 
the 35th Report of Public Accounts 
Cammittec--1w61). They regret 
to note that this is another similar 
case where the authorities had taken 
more than I o years to decide about the 
permanent location 'of the depot. 
The Committee also learnt from 
Audit that in 1959 some prefabricated 
sheds were available and these had 
been earmarked for this depot. It 
is surprising that even then no 
steps were taken to provide at least 
some temporary covered acco- 
mmodation to meet the immediate 
requirements of the depot, as the 
provision of permanent a c c ~ m m ~  
tion would, in any case, have taken 
some time. The Committee trust 
that the construction of building for 
the Depot would now be expedited 
to avoid any further detaioratian of 
the ammunition. 



2r s' Defence. The Conmittee had an occasion to 
comment on the utilisation of one of 
thew cranes in para 18 of theirl 43rd 
Report (Second Lok Sabha) in which 
case the width of the road in the 
depot was inadequate for its use. 
The fact that a number of these 
cranes on receipt remained unutilised 
for several years would indicate 
that there was lack of fore~ight and 
proper planning in the purchase of 
these heavy cranes. The problems 
concomitant with the use of ten-ton 
cranes should have been foreseen at 
the time of their purchase.& The 
Committee note that all the cranes 
have been issued to workshops/ 
formations, and hope that they 
would be fully utilised in future. 

22 20 Do. The Committee were informed by Audit 
that prwision reviews conducted 
during I 95 8-60 disclosed cven larger 
surpluses as compared with the figu- 
res in earlier years. The reasons 
advanced by the Ministry for not 
reducing the demand for the 
item in question are, therefore, not 
very convincing. The Committee 
were informed that the stock position 
of this itcm uas being reviewed again 
as the wireless sets of which this item 
is component were llkely to con- 
tinue in service. They would like 
to be informed of the outcome of this 
review and the progress of utilisation 
of the surpluses. 

Do. . (i) While the Committee share the 
anxiety of the Ministry to dispose o f  
the vacant lands and buildings only 
as a last resort after exploring all 
avenues of utilising them by Defence 
OrganisationsJother Ministries etc. 
they cannot overlook the fact that 
some of these buildings were lying 
unutilised since 1947. It is, therefore, 
apparent that due attention had not 
been paid to the utilisat ion/disposal 



of these buildings resulting in con- 
siderable expenditure on maintenance 
and watch and ward staff besides 
unnecessary locking up of funds. 
The  Committee desire that this matter 
should now receive due attention and 
steps taken for utilisationidispal 
of surplus buildings. 

(ii) The  Committee feel that the expen- 
diture incurred on the watch and 
ward is excessive. They \\ere ir.- 
formed that the number of watchmen 
appointed was according to the scale 
laid down by the Governme~t.  T h e  
Committee suggest that :he pres- 
cribed ~ c a l e  zholl,.i be car:fully exa- 
minrd to sc e what cc momies are 
posd ble. 

24 22 DL fi-ncc The  Committee observe that this is yet 
a n o t h ~ r  caze where therc h d  been a 
delay of several years in taki-p deci- 
sion about the disposal acquisi ion of 
the land. 

P. I hey desire that the q u m i  )n of owrer- 
ship of land shoulcl be pur..i.cd vigo- 
rawly u irh the autho~ilies concerned 
W J  that wmc formal agreemc:lt ~ u u l d  
he cnrereci rrlto for the hiiirg ac- 
quici:iuri of the land. 

25 2-7 110 . 'I'he Committet. r.oic that large funds 
(over a crore of rupees) remained 
locked c p  in the case referred to in 
para 23 ot' the Report because of the 
tractors rcnlai~ing idle for a consi- 
derable period. They feel that thic; 
could have been avoided with b e t ~ e r  
planning in placing the orders and 
closer coordir.aiion between the En- 
gineer-in-Chief's Branch and Direc- 
[or General, Ordnance Factories. It  
is regrettable that thsre \vu undue 
d a y  in fiixiising the requirements of 
spares altho~gh the rccommendntions 
of the nmuf~c tu r . r s  h3J bcen rccei- 
vcd between Eirbl wry-April, 1959 
Out of 210 tractors received, 106 are 



still lying in reserve. The Committee 
would hke to know the progress made 
in the utilisation of these tractors and 
the number of operational hours done 
by each tractor. 

26 24 Defence . The Committee note with regret the 
abnormal delay which has occurred 
in the case referred to in para 24 of 
the Report in instituting a Court of 
Enquiry and finalising the action 
to be taken against the officers res- 
ponsible. The Committee have re- 
peatedly emphasised in the past the 
necessity of instituting Courts of 
Enqu~ry without delays. They would 
like to be informed about the action 
taken against the officers concerned. 
The Committee also desire that neces- 
sary instructions should be issued 
about proper packing and handling 
of delicate materials like wired glass 
sheets in order to avoid losses during 
transit. 

Do. . (i) The Committee are of the view that 
the difficulties in this case have arisen 
because of non-verification by the 
D.G.S.&D. before placing the con- 
tract whether arrangements for pre- 
servation treatment of soft wood bal- 
lies existed with the Forest Depart- 
ment, J & K Government. Further, 
nc provision was made for the ins- 
pection of the goods by the M.E.S. 
authorities before despatch. The 
Committee would suggest that ade- 
quate safeguards should be taken by 
the D.G.S&D. while placing future 
contracts on the State Government. 
The Committee would like to be in- 
formed in due course as to what al- 
ternative use the ballies were put and 
what was the total financial loss in- 
curred in the transaction. 

(ii) The Committee also recommend that 
the dispute in the present case should 
be settied with the  State Govern- 



ment expedkioualy, as rheT ballies 
which have been lying unused for 
periods ranging from 2 to 3 years 
are likely to deteriorate further. 

28 26 Defence . (i) The Committee are unable to under- 
stand why the Garrison Engineer did 
not represent to the Commander 
Works Engineer immediately on re- 
ceipt of the revised drawing that no 
deviation order was called for. On 
the other hand, the Committee find 
that the Garrison Engineer while 
communicating the revised drawing 
to the contractors had stated 'Please 
note that necssary D.O. will be issued 
to you for this change'. But the Gar- 
nson Engineer did not follow up this 
condition. Later, after completion 
of the work, on a direction from the 
Commander Works Engineer's Office 
to make deductions fiom the con- 
tractors, the Garrison Engineer issued 
a deviation order. But even at that 
stage, Garrison Engineer did not 
represent to the Commander Works 
Engineer that this action was not 
called for. The Committee are in- 
clined to feel that there was an omis- 
sion on the part of Garrison En- 
gineer in not complying with the 
instructions of the Commander Works 
Engineer issued in May, 1958. 

(ii) As regards the use of short length 
timber, the very fact that Govem- 
ment's claim was admitted by the 
arbitrator showed that the execution 
of the contract was defective. 

29 27 Do. . (i) The Committee feel that any ad&- 
tions or alterations in the list of civil 
trade items which the Director Gene- 
ral, Ordnance Factories is authorised 
to manufacture for stock purpose, 
should have prior approval of Govem- 
mcnt. 



(ii) The Committee would like to re- 
iterate the recornmecdations made 
in para 50 of their Forty-third 
Report (Second Lok Sabha) that 
(i) the Defence production should 
not in anyway suffer because of the 
civil trade orders and (ii) the 
costing of articles produced for civil 
trade should be done strictly in ac- 
cordance with sound commercial prin- 
ciples. They suggest that before 
taking up production of civil trade 
items a proper survey of the prices and 
marketabil~ty should also invariably 
bc made. 

30 28(a) Defence . The Cornmitrce are unable to unCer- 
stand how the Dirc ctor General, 
Ordnance Factories, had worked out 
an estimated cost of Rs. 275 per unit 
over a batch of 25 units in J d y ,  
1953 when the concurrence of Govern- 
ment was accorded to take up thc- 
manufacture of the item. This esti- 
mated cost has no relation whatsoever 
to the actual cost s~bscquently uorked 
out. The Committee also note with 
regret the delay of several years in 
establishii-g rnanufiaure of the store. 

'The Committee would like ro know the 
progress made in the sale of existing 
completed units of photo enlargers 
giving profit or loss made. 

31 28(b) Do. The  Committee are s iq r i s ed  to learn 
that such a project for the rnanufac- 
ture of cinema projectors involving 
consicierable financial outlay was taken 
up without a formal sanction either 
by the Minist j or the Director- 
Gcneral, Ordnance Factories and with- 
out proper financial concurrence, 
They would like to know whether 
formal sanction has since been accor- 
ded and what was the reason for the 
delay. They would also like to know 
in due course how many projectors 



were manufactured and sold and at 
what price. 

Defence (i) The Committee regret to note that the 
manufacture of Espresso Coffee Ma- 
chines is another case where prior 
sanction was not issued before taking 
up production. In particular, t h e e  
was no justification for producing as 
many as 15 machines without as- 
certaining whether there would be real 
demand for them. The Committee 
would like to know whether a formal 
sanction for the manufacture of the 
machines has been issued and whether 
responsibility has been fixed for 
incurring this expenditure which to- 
date remains largely infructuous. 
They would also like to know the 
final outcome of the enquiries received 
from the Railways and private par- 
ties. 

Do. . (ii) The Committee would like to men- 
tion that they are in general agreement 
with the policy of utilising thc sur- 
plus capacity of Ordnance Factories 
in peace time for the production of 
civil trade items, in order to keep the 
skills and techniques alive, so long 
as by so doing the manufacture of 
service stores which is the first and 
foremost duty of the Ordnance F a c  
tories does not in any way suffer. 

Do. The Committee note with regret the 
failure on the part of the Ordnance 
Depot to suspend the Order in 1957, 
even when they were informed about 
the surplus holdings as revealed by 
the provision review. The Committee 
suggest that the question may be 
perly investigated, rrapoDsibWty 
and remdial measures taken to avoid 
a recurrence. The Committee would 
like to know the total utpendinve 
rendered infiuctuous as also the 
value of components u t i W  
elsewhere. 



I 2 3 4 

34 3 I Defence (i) It  is not clear to the Committee 
whether in the present case the Cirec- 
tor General, Ordnance Factories, 
did not consult the Master General of 
Ordnance Branch for his requirements 
of 4 x 2 vehicles because of his re- 
luctance to use old vehicles of pre- 
1948 period or non-availability of 
adequate repair capacity in the Army 
Workshops. The  Committee under- 
stand that these old vehicles were 
after repair considered to be as good 
as 80% brand new ones and the cost 
of over-haul was only about Rs. '2,850 
per vehicle. In the light of this the 
Committee find little justification 
for the contention of the Contrcl1:r 
General, Defence Production, that 
use of old vehicles would be uneco- 
nomical. In order to utilise any 
surplus stocks of common user items 
in the Army, it would be desirable 
that all the non-Army organisations 
under the Ministry of Defence should 
route their demands for such items 
through the Master General of Ord- 
nance who should endeavour to meet 
their requirements out of the sur- 
pluses as far as possible. 

(ii) The  Committee note with concern 
that the repair capacity of the work- 
shops falls short of the requirements. 
I t  is obviously desirable that the 
repairable vehicles are repaircd at 
the earliest possible date. If thcy are 
kcpt lying for years there is bound to 
be further deterioration. If, as stated 
by the Defence Ministry, the private 
trade cannot handle this work cffi- 
cicntly, the possibility of augmenting 
the existing capacity of the workshops 
should be seriously examined. In  
addition, the Committee suggest that 
in view of the present emergency,. a 
proper survey of the repair facilittes 
in the private sector should be made, 
and necessary facilities provided to 
them so that, if and when so needed, 
their services might d s o  be utilised. 



3 5 32 Defence . The Committee desire that necessary 
action should be taken on the sug- 
gestions of their Study Group which 
visited the Gun Carriage Factory, 
Jabalpur and Ordnance Factory, 
Khamaria. 

36 3 3 Do. . The Committee find little justifica- 
tion for not initiating the depart- 
mental proceedings against the offi- 
cers concerned immediately aher the 
irregularities were detected in March, 
1959. If the records had been taken 
away by the Special Police Estab- 
blishment, photo-stat copies could 
have been made out for proceed- 
ing with the departmental action. 
The Committee suggested that the 
instructions contained in the Minis- 
try of Home Affairs 00im Memo- 
randum No. 39/30]54-Estt. dated 
the 7th June, 1955 requiring com- 
pletion of departmeatal proceedings 
before initiating criminal action 
should also be adopted on the Defence 
side. The Committee would also 
like to be informed of the results of tha 
departmental enquiry in due course. 

3 7 34 Do. . The case referred to in para 34 of the 
Report is indicative of lack of pro- 
per planning. Before procuring the 
stores the capacity of the Naval 
Dockyard for special refit work 
should have been taken into con- 
sideration. The Coamnittce hope 
that these stores would be fully 
utilised in the next z to 3 years. 

38 35 Do. . The Committee deprecate the hordi' 
nate delay of over ten years in the 
revision of Regulations for the Indian 
Navy, which has resulted in the sane 
tion of the staff for this purpose 
being extended from time to the. 
The Committee hope that this work 
would now be complettd without 
further delay. 



A 

39 36 Defence . The Committea regret that large discrepancies amounting to lakhs 
of rupees in the accounts of aircraft 
spares have remained unrcconciled 

. for the last 13 years. The situation 
had wartanted immediate effective 
action after the discrepancies were 
detected. The Committee are 
unable to understand why the re- 
presentatives of Hindustan Aircraft 
Ltd. which is a Government agency, 
were not fully associated with the 
court of enquiry appointed by the 
Air Headquarters in 1956. Such 
a joint enquiry would have been 
helpful in settling the discrepancies. 
T h e  Committee suggest that the 
whole matter (including the dispute 
over the pricing of stores supplied 
to Hindustan Aircraft (Ltd.) should 
be brought to an early settlement, 
and they should be informed of the 
results in due course. 

Do. . The Committee regret that this is 
another case of lack of proper plan- 
ning and foresight resulting in the 
equipment costing Rs 7-54 lakhs 
remaining unused for 2 years. 
The representative of the Air Head- 
quarters expressed the view that 
even if the question of the provision 
of new building had been considered 
from the beginning, the saving of 
t h e  in initiating action in this 
regard would have been three 
months 1.e. from July to September, 
1958. The Committee are unable 
to accept this view. As the equip- 
ment was of a highly technical and 
specialised nature of which the Air 
Force had no experience, enquiries 
should have been made from sup- 
pliers before placing the final order 
regarding the building required for 
its installation. The Committee 
are sutprised how the Air Head- 
quarters thought that the quip- 
ment could be installed in the exist- 
ing building and rushed to place 



anloperational indent. The indent 
should have been planned in such 
a manner that the equipment was 
received by about the time the 
buildings were ready for its instal- 
lation. The Committee arc also 
concerned over the delay in the cons- 
truction of the building partly due 
to delay in according administrative 
approval, which was stated to be 
under investigation. They would 
like to be informed about the result 
of investigation. 

41 38 Defence . In para 8 of their 17th Report (Second 
Lok Sabha) Vol. I, while comsnent- 
ing on the unsatisfactory state of 
store accounting in the Army for- 
mations persisting year after year, 
the Committee had urged the Minis- 
try of Defence, the three Services 
and the Ministry of Finance 
(Defence) to tdte all possible steps 
to see that sufficient staff in both 
quality and number were provided 
for store keeping and storcaccount- 
ing work. The Committee were 
concerned to find that the position 
had not materially improved in the 
subsequent years. 

T h e  Committee hope that vigorous 
effons will be made to achieve better 
results in. future. 

Do. . The Committee consider that the ir- 
regularities in this case appear to 
be serious. They would like to 
know the final o u t m e  of the 
investigations and the action taken 
against the persons concerned. 

43 40 Do. . The Committee desire that vigorous 
effons should be made to finalise 
the old cases of losses and resuft 
intimated to them in due course. 

44 41 Do. . The Cornmince suggest that the 
reasons for delay in resale of good 



in these cases should be investigated 
and necessary instructions issued to + 

ensure that resale of goods after 
default of the initial bidders is 
expedite.1. 

45 42 Deknce . The Committee would reiterate the 
recommendation made in para 10 
of their 43rd Report (Second Lok 
Sabha) that a decision on this 
question of the future set up of 
the Canteen Stores Department, 
which has been pending for several 
years, should be taken early. 

46 43 Do. . The Committee would like to .how 
the final decision taken in regard to 
the future set up of the Soldiers' Sail- 
ors' and Airmen's Board, which may 
be expedited. 

47 44 Do. . (i) It  i4 not the intention that Audit 
should encroach upon purely ad- 
mini4trative matters or range over 
the entire field of admini\tration. 
But where administrative action has 
serious financial implications, it is 
the duty of audit to see that adminis- 
trative action is not only in con- 
formity with prescribed law, finan- 
cial rules and procedure but it is 
alw proper and does not result in 
any extravagance, loss or infruc- 
tuow expenditure. 

(ii) Thc Committee arc definitely of 
the view that it  is the function of the 
Comptroller and Auditor General to 
satisfy himself not only that every 
expenditure has been incurred as 
per prescribed rules, rcfiletions and 
laws, but also that it has been in- 
~ v r r e d  wirh cfaithfulne.~, wisdom 
and economy'. If, in the course of 
hi? audit, the Comptroller and Auditor 
General becomes aware of facts 
which appear to him to indicate an 
improper vxpenditure or waste of 
public money, it is his duty to call 

-- . - -- -- -- --- - ---- - 



the attention of Parliament to them, 
through his Audit Repons. At 
the present time when there is 
heavy taxation and heavy expenditure, 
the Committee hope that Comptrol- 
ler & Auditor General will pay even 
greater attention than in the past 
to this aspect of his duties and that 
Government will give him every 
facility to pxform them. 

(iii) The Committee have ascertained 
the present position from the Com- 
ptroller and Auditor General and 
they have been assured that the 
procedure outlined in Appendix L, 
Annexure 11, of their First Report 
(1st Lok Sabha), continues to be 
followed and that there has been 
no case where matters reported in 
the audit reports were based on 
facts other than those obtained 
through official channels. 

The Committee understand that a 
healthy convention has been built 
up in our country for making avail- 
able to the Comptroller & Auditor 
General all documents and records 
ri,lating to any financial transaction 
of the Government. This enables 
him to properly discharge his cons- 
titut ional functions. Effective and 
u.,eful audit may not always be pcs- 
sible by a mere examination of the 
accounts and subsidiary documents 
such as vouchers submitted to audit 
It is only as a result of the cxamina- 
tion of all relevant dccumcnts 
leading to a particular transaqion 
including the sanction that it is 
possible to arrive at a final audit 
view in the matter. 

(iv) The Committee understand that 
Government has been examining a 
proposal to introduce legislation 
defining the duties and powers of 



the Comptroller and Auditor General 
as required under Article 149. They 
would urge upon them to expedite 
the same. 

The Committee hope that a suitable 
procedure would be evolved to en- 
able the Public Accounts Committee 
to consider the proposed legislation 
at an appropriate stage. 
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