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INTRODUCTION

I, the Chaitman of the DPublic Accounts Committee, having heen
authorised by the Commitice to present the Report on their behalf,
present this Forty-thid Report oo the  Appropriation Accounts
(Defence Services), 1959-60 and Commercial Appendix thereto, and

Audit Report, 196i.

2 The Appropaation Aec vints and Awdit Report were laid on
the Table of the House on the 30th March, 1961 The Committee
examined them at their wittimgs held  on the  8th, 9th and 10th
January, 1962, A brief recur:t ot the procesdings of each sitting has
been mantned and forms Part D of the Report

3 The working of e Oravanee Factores am certain respects has
stil not heen found to he satwsjactory  The Commuttee noted
consuderahle delay i completm of work orders or warranty’ placed
on the factores, whech acerdmo to the preseribed  procedure are
normally to be closed within a perd of  three months,  Certain
‘Warrants' which 1core aperved aurimg and prwor to 195354 remained
uncompleted on the 3ut March 1959 The total value of semi-finash-
ed artwcles produced ai ver the warrants” outstanding  ax on st
March, 1960 uas R 10 48 crime. The need jor hetter planming and
periodic remew of outstaoding orders i the Ordnance Factores has
been repeatedly pmnted out by the earbier Committees It 1w regret.
table that the positwm continues to he very much the same,

Reyectums v 0 partseqdar Ordnance Factory have continued to
be heavy for abowt 12 yeari. The Committecs of 1953-54 and 1959-
60 irad expressed therr concerr over heavy reyections in the Factory,
The Dnrector Geveral Ordvivece Factores haz apparently failed to
assess all the causes for neave seyoctums during the last several years
and take remedial meaur

The financial vesudts of the working of the Machow  Tool-cum-
Prototype Fartory, Ambernth  are dusapponting. [t way urged
before the Comnuttee that the fartory had been onginally planned
for demgwing wrototupes, and the machime tool production was a
subsidiary function of the fuctory  Accordingly certain fired and
variable charges could not he absorbed in the machine tool produc.
tion. In the opinion of the Committee if the factory is to run as an
economic unit, it s time Government take a firm decision regarding
its precise vole in the nanufacture of machine tonle required hy the

(iif)
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country and ensure that ti.e factory works upto that target. With-
out concerted ¢forta, tiie high overheads would tend to stifle produc-

tion,

There were ulse set-hecks in the Ordnance Factorwes, which
resulted in faiure to achiere the indigenous content and foreign
exchange sauving targets envisaged

4. Mention was mude in para 5 (Introduction) of the 35th Report
of the last Commitiee (Second Lok Sabha) about the examination
0. the case referred to n para 57 of the Audit Report. 1960 (regard-
ing coniract with a Japanese firm for the purchase and manufacture
of certain types of tractors by the Direetor General, Ordnance Fac-
tores) by a sub-Comimittee of that Committee. Some tractors pur-
chased from the Ordnance Factories by the Ministry of Rehabilita-
tion for use an the Dandakaranva Project, had developed certain
defects. At their instance the sub-Committee were furnished with
a ropy each of the reports of the two inquiries conducted into the
working of the tractors n the Dandakarany: Project. The sub-
Committee had also destred (December, 1960) from the Ministries
of Rehabilitation and Defence, information on certain other points
arising from the case, duly vetted by Audit. But that information
has net been made available to the Committee so far (Marech, 1962).
The Cowmiitee could not therefore report on the matter. They
dexire that the {urther nformatwm required from the Ministries of
Rehabilitation and Defence <hould  be submitted without further
deloy.

O The Committee considered and approved this Report at their
sitting held on 268th March. 1962,

6. A statement showing the summary of the main recommenda-
tions/conclusions of the Cornmittee has been appended to the Re-
poart tAppendix 11). For facility of reference, the recommenda-
tians/observations have been printed in italics in the body of the
Report.

7. The Committee place on record their appreciation of the assis-
tance rendered 1o them in their examination of the Accounts and
Audit Report by the Comptroller and Auditor General of India.

Nrw Dreiur; C. R. PATTABHI RAMAN,
Dated the 28th March, 1962. Chairman,

Chaitra 7, 1884 (Saka). Public Accounts Committee.




Financial Working of the Grants relating to the Defence Services
1959-80

The following table compures the origanal and final grants and
charged appropriations with actual expenditure for the vear 1959-
60.

fIn fukhs of rupees’

Original Grant - Final CGerant - Actual expen-
ot Appropria-  or Appro- Jditure.
tian priation

e e T ——————— b et w1t e 7y et o

Expenditure met trom Reve-

nue (Voted: 2,6%8.206 2.7 42N 38748
Expenditure me! from Capit-
al {Voted 16,0 6.9 16,1-

ToTal (VoTen) 1,085,160 311,18 2,923,065

Expenditure met trom  Rewe-

nue (Charged) 9¢ Y8 Xy

Expenditure met from  Capi-
tal (Charged) 4 4 3
TOTAL (UUHARGED) Yy 9% 92

[T — [ s oy o et

2. There was a saving of about Rs. 1763 crores or 5 63 per cent
over the final grunt (Veied) during the vear 1959-60, as against 692
per cent (Rs. 22:63 crores) during the vear 1958-59.

3. The following table shows at u glance the savings in Voted
grants over a period of 5 yearsi—-

{In lakhs of rupees)

Year Final Grrant Savings Percentage
1955-56 2,45,07 30,56 12.47
19§6-57 2,60,22 20,82 8.00
1957-58 3,15,60 10,05 3.19
1958-59 3,26,91 22,63 6.92

1959-60 311,18 17,53 5.63
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Unnecessary/Excessive Supplementary Grents

4. Supplementary Grants totalling Rs. 6°02 crores were taken
during the year viz. Rs. 002 crores under Grant No. 8—Army in
December 1859, and Rs. 6 crores under Grant No. 11—Air Force in
March 1060. At the cluse of the year, however, there were savings
of Rs. 7-57 erores under Grant No, 9 and Rs. 4' 88 crores under Grant
No. 11, Thur the Supplemenmtary Grant under Grant No. 9 was
rendered wholly unnccessary wnd that taken under Grant No. 11
was not needed bevond 20 per cemt.

5 In ustification of the Supplementary Grant of Rs. 2 lakhs
under Grant No, S--Army,. the Financisl Adviser stated that the
maney was required for a new measure necessitating a specific  vote
of Parliament, e apreed that a token prant could have been
obtained for the purpese but urged that at that stuge nu savings
under the Grant wiere  anbewsated. As regard  surrenders made
under the Grant ot the end of the financial year, he observed that,
sithough ot the time of preparation of the estimates the Ministry of
Finanee  (Defeneey sentinred the estmates carefully and pruned
them, some money always remained unspent at the end of the
finnncial year due 1o a variety of reasons, One of the reasons for
the surrender under sulvchead (F)- Store Purchases, was that  the
provision made far pucchase of one-ton trucks abroad was not utilis-
cd. The Ministry of Defence dad not want to place a demand unless
they were satisfied that the stere could not be produced in India.
Mimately the order wiax nnt placed. Under the same sub-head, the
provision made for rome new research schemes was not utilised A
regular factor causing sovings year after year has been non-
oaterinlisition of supplies from abroad. In spite of periodic returns
furnished by the procurement cells in London and Washington
indicating the latest position regarding payments to be made, ex-
pectations turned out to be incagrect. While the Commirtee note
that the overall percentage of savings under wvoted gromts during
the year under report indicates an improvement over the pre.
maous year, they feel thar closer ligison with the supplying Depart-
ment will lead 10 a higher standard of budgeting and reduce the gap
between the estimates and the actual expenditure. The Committee
weuld in rthis connection reiierate their recommendations in paras
6 & 4 of the Sixth and Thirty-fijth Report (Second Lok Sabha), res-
pectively. Gorernment should also exercise utmost care at the time
of obtaining supplementary grants so that Parliament iz not asked
to vote for additional supplies which may not be actually needed.



MINISTRY OF DEFENCE
Audit Report (Defence Services), 1981

Loss due to delay in recision o1 hire charges for Government
transport--Para I, poge 6§

6. Unde. - isting urders rmilitary vehicles can be hired by Gov-
ernment depari.aents, State Governments, Local bodies, contractors,
ete. on payment of hire charges. Separate rates to be recovered for
the hire of different types of vehicles were laid down by Government
in 1945, with reference to the then prevailing costs of the various
elements comprising the hire  charges. In 1847, the Ministry of
Finance (Defence) -upgested the withdrawal of the concessional
rates of 1945, rut ne deciion was taken by Government. Fresh rates
were worked out Ly the Ministry of Finance (Defence) in 1950 on
the basis of cnsts then obtaining. They were higher than the rates
fixed in 1945 but no decisinn 0 revise the rates was taken. The rates
worked out on the basis of the cost obtaining in 1955 revealed that
the 1945 rates needed in the case of some vehicles, an upward revi-
sion by about 235 per cent. The rates were again calculated in the
Ministry of Finance (I - awee) in 1959, on the basis of current costs.
On the basis of the 1959 costs, the total amount recovered in 1959 at
1945 rates was less than the vost borne by Government, by about
Rs. 17 lakhs. Despite the 1nciease in costs, Service Officers under
the existing orders are cntitled tc the use of military vehicles for
recreational purposes at rates substantially below the 1945 rates
referred to above.

7. In evidence, the Comrmutice were informed that the orders
issued in 1945 laid down thrce categories of rates for hire of Army
vehicles viz., normal rate (recoverable from the Central Govern-
ment, State Governments, local authorities and individuals, paid
from the Defence Services Estimates), reduced rate (applicable to
the Military Departments including the Military Farms) and the
amenity rate (applicable to use of the transport for recreational pur-
poses by military personnel). The existing normal hire rate for a
car was 94 nP. per mile which compared favourably with the mar-
ket rate of 50 nP. per mile for a taxi. And for a three-ton lorry the
rate was Re. 1/- per mile, Due to non-availability of any other

3
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transport, officers living in Cantonments, far away from cities, had
to hire Army vehicles at these rates which were higher than market
rates. The mileage on such hire and amenity trips came to approxi-
mately 4 to 5 per cent of the total mileage d.n¢ by Army wvehicles.
If the hire charges were increased by 235 per cent as suggested by
the Ministry of Finance (Defence), no one would hire the vehicles
and no money would be recovered. Some changes in the rates were
made in 1950 for certain kiz cities and the number of amenity trips
for JCOs/ORs was slso reduced from four to three per month. The
question of revision of rates hac been under consideration for the
last few years and it was to be placed before the Defence Minister's
Committee shortly. In any case. it was felt that upward revision
of rates by 235 per cent or so would he unrealistic.

8. The normal rate fired in 1945 jor hire of a car was 94 nP. per
mile—almost double the current tarm fare Apparently the rates of
hire were fired in the hght of the then prevailing costs and it is no!
clear to the Committee why the Minwstry are averse to revise the
rates in relation to the present day cost of maintenance. In emy
case the Committee deplore the inordinate delay in coming to a final
decision in the matter, in spite of the suggestion made from time to
time by the Minuitry of Finarce (Defence) for revision of the Rwre
rates since 1947. They wvould nurge that there should be a quick
decision on this matrer.

Transport charges for Cantcen Stores Department (India)—Para 3,
pages 6-7

§. In an operational area, transport hired by Government tor
conveyance of Defence Stores was allowed to be used free by the
Canteen Stores Departraent, although under a Government sanction
of January 1956 the free use was permissible only of Government
transport when available and not of vehicles hired by Governmunt.
The hire charges borne by Government from 1952-53 to 1960-61
amounted to Rs. 1262 lakhs,

The Committee enquired why Government were bearing the hire
charges for the Canteen Stores Department which was being run on
commercial lines and had been making sizeable profits. They were
informed that in non-operaticnal areas the Canteen Stores Depart-
ment made its own arrangements for transport of canteen stores.
Free transport was provided frcm rail-heads for supplies of canteen
stores in operational areas. This concession of free transport was
being provided since 1938 in operational areas. In the present ease
the Financial Adviser stated. free transport was provided in Jammu
and Kashmir owing to long road mileage from the rail-head of
Pathankot. The Secretary added that the liability for supply of free
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iransport to the Canteen Stores was accepted by Government to en-.
able the Canteen Stores Department to function effectively in Jammu
and Kashmir “which has been and is treated as an operational
area for various purpuses”. The Committee wanted to know whether
it was not possible, in accordance with the principles of sound
accounting, to dcbit the Canteen Stores Department, the hire charges
of Government transport used by working out separately such hive
charges. The Financial Adviser stated that it would be difficult to
work out the hire charges separately. as a vehicle hired {or military
use was only partly used tor carrving canteen stores. He urged that,
as the Canteen Stores Depariment was not allowed to use private
transport in ficld areas for reasons of security, it should be allowed
to continue tn enjoy the {ong stanuing coneession

10, It s for Government to decde as a matter of policy what
concession: should be extended to the Canteen Stores Department
in operational areas. In the present case, however, it w not clear to
the Committer whether free transport facilities were provided to the
Canteen Stores Department 1n Jammu and Kashmir on considergtion
of security or long road haulage. As the Canteen Stores Depart-
ment 15 being run on commercial lines, the Committee consider thar
it should legitimately have its share of transport charges. In their
opinion. to provide such concessions will amount to a grant of @ con-
cealed subsidy whwch lacks justification

In para 83 of thewr 17th Report (Second Lok Sabha), the Com-
mittee had suggested that all transactions of the Canteen Stores
Department should pass through the Consolidated Fund of Indis. In
a note submitted to them in October, 1959, the Committee were -
informed that a sub-Committee had been set up to consider the ques-
tion. The Secretary, Minustry of Defence stated in his evidence, that
the question of the status of the Canteen Stores Department weas still
‘under consideration. The Committee desire that a decision on this
question which has heen pending for years should be finalised ewrly.



ARMY
Adjutant General's Branch

Infructuvus expenditure due to illegal discharge of Havildar clerkg—
Para 6, pages 8-9.

11. In November 1852, un order was issued by Government that
Havildar clerks who were at the time held supernumerary to the
e«tablishment should either revert to the rank of Naik or Sepoy,
according W the available vacancies, or be released. A review made
in 1957 revealed that on the basis of this order, 889 Havildar clerks
had been illegally released from service in 1953 by the Commanding
Officers of the units concerned instead of under the authority of the
Brigade/Sub-Area Commander, as stipulated in the Army Rules.
The sanction of release from the Brigade/Sub-Area Commanders
was obtained in all these cases on various dates during November,
1957 to January, 1959 and the Havildar clerks were deemed to have
been legally discharged {rom the latter dates entitling them to
arrears of pay and allowances between the two dates of discharge
(amounting to Rs. 45 lakhs approximately).

12, In evidence, the Committee were informed that in about 1,500
cases out of the total number of about 2400 Havildar clerks dis-
charged under the order, orders for release had been issued by the
competent authority but in the remaining cases orders had been
issued by the local Unit Commanders. When the Controller of
Defence Accounts (Pensions) found this illegality, he addressed all
the Record Offices in April, 1953 to follow the correct procedure.
One or two Record Offices who differed from the Controller of
Defence Accounts made references to the Adjutant General’s Branch
for advice. They were informed by the Adjutant General’'s Branch
in August, 1953, after consultation with the Ministries of Defence and
Finance (Defence) that the Controller's view was correct and that
legal discharge could only be made by the competent authority as
defined in the Army rules. Copies of these instructions were not,
however, sent by the Adjutant General's Branch to other Record
Offices. According to the witness, there was no reeson to suspect
that similar doubts had arisen elsewhere. As regards the delay in

6
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jssuing the revised discharge orders, it was explained that Govern-
ment had under consideration certain other alternatives to regu-
larise the illegal discharges already made.

The Commitiee consider that this case reflects on the working of
the Record Offices and the Adjutent General’s Branch. There was
also unconscionable delay on the part of the Ministry in coming to a
decision. The explanation given does not mitigate the failure of
the Officers concerned at the various stages of the case. The Com-
mittee desire thar necessary instructions should be issued to prevent
recurrence of such coses.

Master General of Ordnance Branch

Downgrading of vehwles due 1o improper maintenance—Pors 7,
pages 9-10

13 On an examination of 2,623 vehicles in a Central Ordnance
Depot, a Board of technical officers constituted in June 1957 found
that 2,380 vehicles had to be downgraded to class V i.e, repairable
necessitating major overhaul, and 159 to Class VI, i.e. beyond eco-
nomical repairs. The Board observed that no proper pre-storage
maintenance had been carried out on the vehicles as required under
Regulations, and that even though the Vehicles Maintenance Record
Cards showed that periodical maintenance had been completed, yet
physical inspection of the vehicles by the Board revealed that this
had not been donc. About 509, of the vehicles were neither jacked
up nor were their tyres inflated thereby damaging about 1,300 tyres.
Some petrol tanks were found full of water, most of the vehicles
had rusty petrol tanks, bodies, road-springs, shock absorbers and
rings. Even nests of birds with eggs laid in them were found on
engines and battery cradles. No action had been taken to fix res-
ponsibility for the faulty maintenance.

14 The Committee were informed by the Defence Secretary that
the deterioration of vehicles in this case took place mainly due to
their normal aging and exposure to inclemencies of weather because
of storage in the open for about eight years. In regard to the obser-
vation of the Board that there was lack of proper maintenance, it
was urged that the fact that most of the vehicles which were in
repairable condition in 1949 continued to be in that condtiijon upte
1957 indicated that maintenance to the extent possible had been
done. There was, therefore, no question of fixing responsibility on
any particular individual. The loss on account of the down-grads-
tion of the vehicles from class ITI/IV to class VI was proposed {0 be
- written ofl.



18. The Committee were assured by the Director of Ordnance Ser-
vices that the provision of covered storage accommodation in the
depot was proceeding gradually. All the ‘A’ vehicles had alresdy
been provided covered accommodation, and a number of other vehi-
cles at present lying in the open would be brought under cover within
a period of one year.

The Committee regret to find that there had been grave lapses
in the proper pre.storage maintenance of vehicles according to the
findings of the Board of Enquiry; needless to state that the existing
Regulations had not heen ohserved. They are perturbed to learn
that the records about the perwdwcal maintenance of the vehicles are
not reliable. They strongly urge that serious attention should be
paid to the maintenance of the vehicles and the shortcomings pointed
out by the Board of Enquiry should be removed, both from the point
of view of ouperational efficiency and the financial stakes involved.
The Committee would like to know the action taken on the ohserve-
tiong of the Board.

As regards the pawity of cuvered accommodation, the Commattee
have already in their previous reports impressed upon the Ministry,
the need for increasing the provision of such accommodation in the
Ordnance Depots where the stores are laying in the open. The Com-
mittee trust that the Ministry of Defence are on schedule in the build-
ing of covered storage accommodation,

16. During their misit to the Depot in question in October, 1961,
the Committee found scarcity of water in some of the parks. The
Committee suggest that the Ministry might consider the desirability
of sinking tube-wells in the depot to tide over this difficulty.

Crane lying idle in stock--Para 9--pages 10-11

17. A crane of ten tun capacity was purchased by the Master
General of Ordnance in 1954, at a cost of Rs 105 lakhs. It was lying
unused at an Ordninace Depot, till September, 1955. Later it was des-
patched to a Central Ordnance Depot where it had not been installed
and put to use (September, 1960).

18. The Committee were informed that at the time of ordering
the crane, the lay-out of the depot, i.e. width of the roads, was not
taken into consideration. The crane was first put to use in Janusry,
1958 but it was put out of commission owing to difficulty in using the
roads in the depot. After constructing a track, the depot authorities
had started using it towards the end of December, 1960.
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The Committee regret to observe that the case indicates lack of
joresight and proper planning. There was also delay of several years
in ytilising the crane.

Quarter Master General’s Branch

Irregular retention of Government accommodation—Para 13
pages 12.13

19. A Junior Commissioned Oficer transferred in November, 1835
to a station which was not an operational area, applied for permis-
sian to retain his quarter at his old station on the ground that he was
proceeding to an operational arca. This misrepresentation of facts
was endorsed by his Commanding Officer while forwarding the
application. The mistake came to light in June 1956 but even then
no action was taken against him for prevarication or to get the
quarter vacated or rent realised at market rate, as required under
the rules. The action to realise rent at market rate was first taken
in September, 1958. The officer continued to retain the quarter and
he was re-posted to his old station in December, 1959. The rent re-
caverable from November, 1955 to December, 1959 was Rs. 13,433 out
of which only Rs. 5563 was recovered till June, 1960. Thereafter
further recovery of the arrears was suspended under the orders of
(Government on the ground that it was causing financial hardship to
the officer.

20. It was mentioned before the Committee that the Officer Com-
manding who endorsed the misrepresentation of facts by the Junior
Commissioned Officer had been conveyed severe displeasure of the
Army Commander. Under an order issued in November, 1961, it
was decided to charge 50 per cent of market rent plus water charges
from the Junior Commissioned Officer. It was not possible to take
administrative action against the J.C.O. before he retired on 23rd
July, 1961, According to Audit the Ministry of Defence had ex-
plained in extenuation that even if action had been initiated against
the J.C.O. while he was in service, dismissal or premature termina-
tion of service would have been too drastic a punishment and the
only punishment could have been a censure; and such a punishment
was pointless because it could only affect future promotions which
did not arise in his case.

The Committee do not see why the Ministry had chosen to be
20 mild to the Junior Commissioned Officer who misrepresented
facts and the Commander who acquiesced in them. They desire that
s such cases where officers are found guilty of culpable misconduct,
Government should mete out deterremnt punishment.
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Avoidable exrpenditure incurred on storage of petroi and avietion
fuel—Para 11 pages 11-12

21. In 1958, Government decided to utilise two existing bulk stoc-
age tanks of petrot {or holding reserve stocks of aviation fuel. Accord-
ingly, the two tanks were emptied during January and June, 1957
of their contents and an approximate amount of Rs. 1,980,500 was paid
to three Oil Companies, to whom the stocks were handed over for
storage, as storage and handling charges. In June. 1857, aviation
fuel costing about Rs 13-40 lakhs was purchased and stored in one
of the tanks without examining the suitability of the tank for its
storage. According to the Audit Report the fuel got contaminated
in the tank within a short period, and in September, 1957, it was
found that the tank was unsuitable for storage of aviation fuel, and
that the stock of fuel would become unfit for use if it continued to
be stored in that tank. The filled tank was, therefore, emptied of its
contents by April, 1958 and the stock of aviation fuel handed over
to one Oil Company for storage. In August, 1958, modifications at a
cost of Rs. 62,000 were carried out in the two tanks to make them
suitable for storage of aviation fuel. According to Audit the entire
expenditure totalling over Rs. 252,000 incurred in emptying the two
tanks of ordinary petrol, storage and handling charges paid to the
Oi]l Companies, and refitting them for storage of aviation fuel should
be regarded as infructuous. Further, the non-utilisation of the De-
fence stocks of aviation fuel had resulted in locking up of Govern-
ment funds to the extent of Rs. 184 lakhs,

22. It was stated in evidence that the two bulk storage tanks
which were emptied and utilised for storage of aviation fuel were
due for normal cleaning in June, 1957 and September, 1956, respec-
tively. Therefore, the expenditure incurred on the cleaning and
overhaul of the tanks (i.e. Rs. 2270 according to Audit) was not
infructuous. In June 1957 when one of the tanks was filled with
aviation turbine fuel, it was fit for that purpose under the then
existing specifications. But, subsequently on periodical tests, some
sulphate deposit was detected, and the tank was not considered fit for
long storage of aviation fuel, the specification of which had been up-
graded. It was accordingly decided to hand over the reserve stock to
a private oil company to be returned to the Defence Services as soon
as required. The representative of the Ministry of Defence did not
accept statement in the Audit Report that the aviation fuel stored in
the tank had become contaminated He added that the stock was
actually taken over by the private oil company as on specification
under a liability to return it immediately on demand, as on specifica-
tion. So there was no loss to Government on this account.



The Committee were given to understand by Audit that the Tech-
nical Development Establishment had pointed out in October, 1968
itself, the likelihood of the fuel developing corrosivity if stored for
a long period in these tanks. (The representative of the Ministry
of Defence denied having knowledge of this). If so, the Committee
feel, that filling of one of the tanks with awnation fuel was ill cone
ceived. The Committee d» not understand why the advice of the
Technical Development Establishment was not heeded.

23. The Committee were informed that the tanks as modified had
been leased to the Indian Oil Company (a Covernument company)
from the 8th May, 1960. The expenditure incurred on the maodifica-
tion of the tanks had been included in their capital cust and had been
taken into account while assessing hire charges recoverable {rom the
Indian Oil Company. It was proposed to sell the tanks ultimately to
the Company. According to the agreement with the company, it
was required to maintain a certain stock of aviation turbine fuel on
behalf of the Defence Services in one of the tanks, while the othes
tank would be used for storage of its own fuel.

The Committee do not understand why after modification of the
tanks in August, 1958, the Mmnistry »f Defence did not withdraw thesr
reserve stock of aviation fuel from the private oil company and store
it in the modified tanks. They would like to know how the tanks
were being used after the modification till they were leased to the
Indian Qil Company in May, 1960.

Enginecer-in-Chief's Branch
Weigh-bridges lying idle in stock-~Para 14, page 13

24. A proposal was made in September 1954 to nstal weigh-bridges
at the gates of Engineer Stores Depots and Parks for weighing lorry
loads of outgoing stores. A deasion was, however, taken in
February, 1955 by the Engineer-in-Chief's Branch to purchase a type
of weigh-bridge which could serve the dual purpose of weighing
wagon loads as well as lorry loads. Purchase was eventually made 1n
1957 of five 60 ton rail wagon-weigh bridges valued at Rs. 1,20 %5uu
It was subsequently (September 1959) found that the bridges pur-
chased could not serve ‘Y. pu:pose of weighing lorry loads and they
were lying idle.

25. It was explained to the Committee that the original proposal
was to purchase weigh-bridges serving the dual purpose of weighing
wagon loads as well as lorry loads. On inviting tenders, it was found
that the cost of a dual purpose weigh-bridge was Rs. 43800 as



52

against Rs, 28,000 of a2 rail wagon weigh-bridge. The weigh-bridges
were mainly required for weighing wagon loads, 95 per cent of the
goods traffic (military) being by rail It was, therefore, decided to
purchase rail wagon weigh-bridges and to make an improvisation in
them locally to serve the purpose of weighing lorry loads. On re-
ceipt of the weigh-bridges, it was found that the proposed improvisa-
tion could not be made. This delayed the installation of the weigh-
bridges. The weigh-bridges had since been installed at two stations
while at two other stations the work was in progress.

The Committee feel that the possibility of converting the weigh-
' bridge for wagons for dual purpose should hove been considered
carefully before making the purchase. Even after the purchases had
been made all the weigh-bridges need not have been kept unutilised
pending the result of experiments to make them suitable for the
dual purpose of weighing lorries and Railway wagons; one of the
weiph-bridges could have been used for these experiments while the
others could have been utilised without delay for weighing of Rail-
way twagons in which 95 per cent of the goods were carried.
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DIRECTOR GENERAL, ORDNANCE FACTORIES

Audit Report, 1961
Rejections in Ordnance Factories—Para 15, Page 14

26. In a particular Ordnance Fac.ory the cost of rejections kept out
of production cost (i.e. in excess of 20 per cent of the production cost)
had been heavy during the years 1949-50 to 1958-59. A comparison of
the rejections in the Ordnance Factcries as a whole and those in this
particular factory indicated that the latter had been responsible for
the percentage of 65:90, 97:80, 96:02, 84:66, §8:09, 86:12, 85:04
43-06, 71°46 and 89 91 of total rejections during the vears 1949-50
to 1958-59, respectivu.y.

27. In evidence, the Committee were informed that thhe parti-
‘cular Ordnance Factory mentioned in the Audit para produced cast-
ings (fcr three types of ammunition), the percentage of rejections in
which was usua.y heavy. (This explanation was given to the Coms-
miltee in the earlier vears also). In the case of castings, even 30
per cent rejections should not be regarded as abnormal. Even in the
British Foundries, rejections were of the order of 40 per cont on the
whole. The vield n respect of the three items in the factory was 85
per cent, 67 per cent and 79 per cent, reapectively, as  against an
overall percentage of 57°2 in the United Kingdom. Scme  foreign
experts had gone into the rejections in the Ordnance Factory, and
now the Director of National Metal'urgical Laboratcry had  been
requested to visit the factory and suggest improvements in the pro-
cess in order to bring down the percentage of rejections. A private
manufacturing concern which was tried fer production of one of the
items, gave up the attempt after two years of experimentation.

28. It was urged earlier before the Committee of 1959-60 that the
heavy rejections in the Ordnance Factory were mainly due to non-
availability of proper quality of sand in the country (Cf. para 69 of
the 20th Report—Second Lok Sabha). In reply to a question the
present Committee were informed that the problem of sand had been
satisfactorily solved. The Committee are concerned that even when
the requisite quality of sand is assured, the percentage of rejections

“ 13
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continues to be very high. Apparently the Director General of Ord-
nance Factories had failed to assess all the causes for the heavy re-
jections during the last several years. The Committee desire that
greater attention should be paid to this matter. They would like to
know as shortly as possible the steps taken to reduce the percentage
of rejections,

Accumulation of semi-finished stores in Ordnance Factories and un-
satisfactory accounting--Para 16, Pages 14-15

29. No work can be undertaken in the Ordnance factories without
an authority from the Director General, Ordnance Factories in the
form of “Extracts”. Against cach “Extract”, the factory management
issues to the production shops one or more “warrants” indicating the
ftems and quantity to be manufactured, etc. These warrants form
the authority on which the shops in the factory take up the work.

According 1o the prescribed procedure, warrants are normally to
be completed in a period of three months and stores which could be
produced during this perind onlv, are 1w be included in the warrants.
At the end of the financial vear 1958-39, the total value of semi-
finished stores on the uncompleted Warrants in the Ordnan-e factories
was Rs. 953 lakhs, out of which an amount! of Rs. 355 lakhs was in
respect of warrante issued prior to 1958-59. Warrants which were
opened during and prior to 1953-54 and on which an expenditure of
Rs. 93 l1akhs had been incurred upto the end of March, 1954 remained
uncompleted on the 31st March, 1959, Out of this amount, Rs. 74
lakhs pertained to two factories only.

80. In evidence, the Committee was informed by the D.G.OF.,
that the total number of cutstanding warrants which were more than
40,000 as on Ist January 1858 was reduced to 12,000 on 1st April, 1961,
7,000 on 1st October, 1961 and 5,000 in January, 1962, The value of
warrants opened during and prior to 1953-54 in the two factories
mentioned had been reduced from Rs. 74 lakhs to Rs. 16°63 lakhs as
on the 31st March, 1961. The liquidation of the outstanding warr.nts
was due to the strengthening of the planning and progressing staff
in the Ordnance factorics. Previously, emphasis being placed more
on items ordered for bulk production, petty jobs which also res
quired planning were not completed because of lack of personnel.
Asked whether the user Services still needed the stores ordered as far
back as in 1953-54 and carlier vears, the D.G.O.F,, replied in the affir-
mative. According to him the maximum infructuous expenditure
that could arise out of non-completion of the warrants so far would’
not exceed Rs. 7 lakhs. The Committee drew his attention to the
statement submitted to them pursuant to the recommendations con-
tained in para 40 of their 17th Report (Second Lok Sabha) showing
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the value of semis as on 1st April, 1969 at Rs. 1,06,00,000 out of which
semis worth Rs 17,00,000 only were usable. The D.G.O.F, stated
that the figures referred to the surplus semis produced during the
last war.

31. Audit pointed out that the value of semi-finished articles had
increased to Rs. 10' 48 crores at the end of 1959-60 from Rs. 953 crores
as on 31st March, 1959, In extenuation, the D.G.O.F.,, observed that
the value of semi-finished articles was related to the increase on the
current production which had increased from Rs. 14 crores in 1956-57
to Rs. 33 crores in 1960-61.

The Comnuttee desired to be furniched with a detailed break-up of
the value of semi-finished stores (vide para 106 of the Proceedings) in
the Ordnance factories which :s still awaited. [n the absence of the
information the Committee are handicapped in formulating their
conclusions.

32. The need for hetter plamung and periodie reriew of the out-
standing orders in the Ordnance factories has heen repeatedly point.
ed out by the earlier Committees [vf. Paras 6 (Intd) & 26 of the
6th Report and para 40 of the 17th Report, Second Lok Sabhal.
They were assured that with the reosrgamsation of the  ordnance
factories on the recommendations of the Balder Singh Committee in
1957, the factories would goce o better account of themselpes. The
Committee regret to find that the position contirues to be almaost the
same. Accumulation of senmu-finished articles vver ¢ number of years
tends to <how that these are LU herng manufuctured in an unplan-
ned and uncoordinated manwmer. There is every risk of their being
rendered ohsolete and xurpli, involving Government in heqwy losces,
The Committee are concerned at the large arcumulation of semi-
finished articles (Rs. 10-48 crores at the end of 1959-60) and would
stress the imperative need for review of the ontstanding warrants,

Establishment of ¢« Machine Tool-cum-Prototype Factory—Para 17,
Pages 15-18.

33. Mention was made in paras 33 of the 14th Report of the P.A.C.
(First Lok Sabha) and 93—85 of the 17th Report (Second Lok Sabha)
of the establishment of a fully equipped Machine Tool-cum-prototype
Factory at Ambarnath. The factory has three main sections vz,
(i) Prototype Section, (ii) Machine Tool Section and (iii) Artisan
Training School.

Prototype Section

34. The development of indigenous designs for 14 items of arms and
ammunition was entrusted to this Section from time to time. But
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only in seven cases had the development work been compieted. Of
the remaining seven items, work on three items was discontinued after
incurring an expenditure of Rs. 1,33,723 approx. on one item. The
other four items were still under development. An expenditure of
Rs. 8-03 lakhs had been incurred till the end of 1858-59 on the deve-
Jopment work.

Machine Tool Section

35. The manufacture of (i) 1,152 units of eighteen types of
machine tools and (ii) the design, development and prototype manu-
facture of scven other types of machine tools during the six years
ending March, 1959 was originally contemplated. Out of this, the
manufacture of only 784 units of fourteen tvpes of machine tools
and manutacture of prototype of vne type of machine tool had been
completed by the end of March, 1960. Production of one type of
machine tool and development of four other tvpes taken up by this
Section were subsequently abandoned (after an  expenditure of
Rs. 3:26 lakhs had been ncurred on them) as a result of the re-
commendation of the Machine Tools Committee appointed in January,

1956 to review the production of various types of machine tools in
the country.

Financial results of the working of the Factory

36. The production target of machine tools {or this factory had
been initially fixed at Rs. 55 lakhs per annum. As against this the
total production during the period 1953-54 to 1958-59 (6 years) was
Rs. 83 lakhs. The production had increased to Rs. 45 lakhs in 1959-60
and Rs. 47 lakhs in the current year, and it was expected 1o be
Rs. 48 lakhs in the next vear.

Due to non-utilisation of the full capacity of the factory, the
entire amount of Rs. 86°76 lakhs in the nature of “Preliminary Ex-
penses” incurred on the project and an amount of Hs. 23 52 lakhs
representing a portion of the “Development Charges” in the Machine
Tool Scction remained unabsorbed in the production costs upto the
end of 1958-59. Taking into account the expenditure of Rs. 803
lakhs incurred on the development of arms and ammunition in the
Prototype Section, the total expenditure on “Preliminary Expenses”
and “Development Charges” which had yet to be absorbed in pro-
duction, six vears after the factory had started functioning, worked
out to Rs, 118'31 lakhs. Out of the “Preliminary Expenses”, it was
proposed by the Director General, Ordnance Factories to write of
an amount of Rs. 4518 lakhs. An amount of Rs. 6363 lakhs incurred
as “overheads” during 1953-54 to 1955-56 was excluded from the cost
of the machine tool production.
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A loss of Rs. 8:13 lakhs was incurred upto 31st March, 1939 on
the sale of machine tools to civil indentors even on the basis of re-
duced cost of production which excluded preliminary expenses
(Rs. 86 76 lakhs), expenditure on overheads during 1953-54 to 1955-56

(Rs. 68-63 lakhs), and a portion of development charges (Rs. 23-52
lakhs).

The total capital outlay on the establishment of the factory stood
at Rs 436-80 lakhs. Even after 6 yvears of commencement of pro-
duction, the factory had not been able to show any returm on the
capital invested. On the contrary it had actually incurred a loss of

Rs, 6863 lakhs (overheads) plus Rs. 8:13 lakhs or Rs. 77 lakhs appro-
ximately.

37. It was urged before the Committee that the factory had been
originally planned for designing prototypes for which work a number
of machine tools and skilled personnel were required. But as the
production of prototypes could not keep the labour fully engaged, {t
was decided to utilise a part of the capacity of the factory for maching
tool production in order to keep the skill alive. Machine Tool pro-
duction was, therefore, a subsidiary function of the factory. If the
costing of machine tools manufactured were done as if the factory
had been designed for production of machine tools as such, the over-
heads of the factory amounted to 1,000 per cent of the diract cost of
production which was unrealistic.  Accordingly, certain fixed and
variable charges could not be absorbed.

38 In regard to the development charges of the machine ton)
section, it was stated that this represented the expenditure incurred
by the factory on developing its own designs. Unlike the Hindustan
Machine Tool Limited which hid entered into a collaboration apree-
ment with foreign firms for the manufacture of various types of
machine tools, this factory depended upon its own resources for de-
sign-making. Six types of machine tools developed by the factory
were under production. It was originally expected that the develop-
ment expenditure would be recovered fully in the course of six to
seven years, but due to the (accumulated) abnormally high overhead
charges, the cost of production exceeded the sale price. In case, realis-
tic overheads had been charged on the machine tool production,
the preliminary expenses and development charges could have been
wiped out and there would have been no need to write off a part of
the expenses. Referring to the loss of Rs. 8-13 lakhs incurred even
on the basis of the reduced cost of production, the D.G.O.F. stated
that the said reduced cost did not exclude the entire overheads. 1f
the entire overheads were left out, substantail profits could be shown.
The question of levy of overheads on the machine tool production and



the quantum thereof was under considerstion in consultation with
the Ministry of Finance (Defence).

39, Obviously, the financial results of the working of the factory
ere far from satisfactory. Even if it were comceded that machine
tool production is a subsidiary function of the factory (as urged by
the D.G.O.F.) and some allowance made for the fact that the factory
had to abandon production /development of a few types of machine
tools on the recommendation of the Machine Tool Committee, the
performance of the factory has been disappointing. In para 93 of
their 17th Report (Second Lok Sabha) the Committee of 1958-59 had
expressed concern over the shortfall in production of machine tools
by this factory. The Committee were grven to understand through
o nute in September 1959 that negotiations were under way for pur-
chase of designs of machime tooly from foreign manufacturers. Again
i September, 1960 the Committee were informed that the factory
had been allotted gear cutting work for trucks and tractors manu-
factured by the Ordnance Factories in collaboration with foreign
firms. While the Committee note that attempts are being made tu
utilise the capacity of this factory to the marimum extent, they dep-
lore that the production in the factory has contimued to be uncertain
erer since its inception. In their opinion, if the factory is to run
as an economic unit, it is time Government take firm decision re-
garding its precise role in the manufacture of machine tools required
by the country and ensure that the factory works upto that target.
Without concerted efforts, the high overheads will tend to  stifle
production.

The Committee were given to understand by Audit that orders had
been issued in December, 19680 for writing off of the expenditure of
Rs. 96:28 lakhs representing the total amount of preliminary expenses,
accumulated upto 3lst March, 1954 and unabsorbed overheads upto
31st March, 1956 but these were cancelled in February, 1961 and the
whole question was being reconsidered. The Committee would like
to have a detailed note when a final decision is taken.

Artisan Training School

40. One of the reasons for shortfall in the production of machine
tools was stated to be the defection of the skilled personnel trained
in the Artisan Training School. The Director General of Ordnance
Factories stated in his evidence that the factory had been able to
retain only 25 per cent of the trained personnel because of two
factors viz., (i) the heavy demand for skilled personnel and (ii)
comparatively higher scales of pay in the private sector. In his
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opinion industry in general had benefited from the training impart-
ed at the school. In reply to a question it was stated that any further
increase in the amount of the bond money was not contemplated, as
such a measure would stand in the way of poor people desirous of
joining in the training. The intake of trainees had been increased
from 100 to 250 by suitably revising the original training scheme and
this would enable the factory to retain a larger number of trained
personnel. The Committee trust that the matter would be kept under

constant review to ensure that productxon does not suffer for lack of
trained personnel.

Purchase of Timber by an Ordnance Factory—Para 18, Page 18

41. Between August, 1951 and June, 1952, contracts were executed
by the Director General of Supplies and Disposals with three firms
for supplying Burma Teak Squares to an Ordnance Factory. Out of
the total quantity of 2,78,457 cft. received from the firms between
November, 1951 and October, 1952, 1,683,664 cft. was found on detailed
inspection, at the Ordnance Factory to be much below specifications
and was rejected by the factory. The suppliers, however, refused to
take back the rejected quantitics and insisted on full payment as the
timber had been duly inspected and accepted by the factory's inspect-
ing staff prior to despatch. The entire stock had been lying unused
at the factory for 8 years, pending a settlement with the suppliers
and the casc wns under orbitration. The value of this timber in
terms of the contract was about Rs. 34 lakhs of which 90 per cent had
already been paid to the firm. Two inspectors and one  Assistant
Works Manager were dismissed from service and criminal cases were
also instituted against them by the Special Police Establishment.

42. The Director General, Supplies & Disposals informed the Com-
mittee that of the thres contracts, two cases were referred to arbitra-
tion. In one of the cases when the arbitrators could not come to
an agreement, the matter was referred to an Umpire who gave his
award on the 31st December, 1960  In pursuance of the award, the
firm had taken back only 636 pieces of timber and Government had
agreed to pay the firm for the remaining quantity. The Umpire had
observed that the timber having been once accepted by the factory's
representatives the rejection was not walid as there was delay in
conveying the final rejection to the firm by the consignee. As a
result of cases of this type, the practice of purchasing timber from
private parties had been stopped and it was now being obtalned from
Government agencies. Further, contracts now provide for reference
of disputes to a sole arbitrator whose decision is final. This would
ensure quicker settlement of disputes. In reply to a question, the
D.G.S.&D. stated that a clause already existed in the contract under
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dispute that notwithstanding the acceptance of supplies by the
buyers’ inspectors, the consignee had the final right of rejection om-
receipt of the consignments. This was the basis of Government's.
case in arbitration.

43. The Committee were given to understand by Audit thet
although the other case was referred to arbitration in October, 1954
at the instance of the firm, the counter-claim of Government for an
amount of Rs. 13-58 lakhs was filed only in July 1959, as it had to
be amended ano revised several times because of full informmtion.
particulars and relevant documents not having been made available
by the factory authorities. The third case was not referred to arbi-
tration pending the receipt of the award in the first case, as the facts
in the two cases were similar. The Secretary, Ministry of Defence
stated that the third firm had offered to receive back a certain quan-
tity of timber and refund 80 per cent. payment received by it from
Government and also the transport charges.

44. The Committee deplore the delay that had occurred in the set-
tling of the disputes. The timber purchased at substantial cost was
lying unused for 9 years with consequent deterioration. Resort to
arbitration 1s to facilitate quicker settlement of disputes. It is regret-
table that the present case has been dragging on for an unduly long:
time. The Committee feel that the responsibility for the delay in

the settlement of the cases because of contributory negligence of
Government officials should be fixed.

The Committee would also like to be apprised of the final outcome

of the arbitration in the second case and the settlement with the third
firm.

Delay in manufacture and loss incurred due to heavy rejections—
Para 20, pages 18-19

45. In June, 1948 and August. 1950, three orders for the supply
of & total quantity of 69,000 units of an ammunition item, were
placed by the Master General of Ordnance on the Director General,
Ordnance Factories. The orders were to be completed by March,
1952. In connection with these orders, an Ordnance Factory placed’
demands for empty cast iron bodies on two other factories. One of
these factories started manufacture in 1949 and the other in 1952.
As the progress of manufacture in these two factories was not satis-
factory, the indentor factory itself undertook manufacture of the
empty bodies, in 1954. Upto end of May, 1960, the first factory was:
able to supply only 8,120 acceptable units and 8,619 units had to be
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rejected. The second factory completed only 1,858 units till May,
1960 the rejections being 8,526 units. The indentor factory which
commenced production of the empty bodies in 1854 was, however,
able to produce 34,400 units, the rejections being 4,815 units. Thus
while in respect of the same item of production there had been rejec-
tions in two factories representing 106 per cent. and 460 per cent. of
the number successfully completed, in the third factory, the corres-
ponding rejection was only about 14 per cent. The loss due to the
rejections amounted to about Rs. 1'96 lakhs.

46. The Commuittee asked the remsons for heavy rejections in the
two factories on which orders for empty cast iron bodies had been
originally placed. The D.G.OF. stated that it was difficult to
explain now the reasons for those rejections which took place dur-
ing the period 1850-52, when the production of the store was initially
started. The orders placed on the two factories were suspended in
1954 and later the production wus discontinued in one of the two
factories. Some of the bodies produced in the other factory which
had been previously rejected were subsequently accepted partly as
a result of rectifications made and partly by relaxing the standards
of tolerance where this would not have affected the efficiency and
safety of ammunition. The bodies were manufactured according to
an Indian design and the standard of tolerance imposed was very
rigid in the initial stages. The bodies were now heing produced in
this factory and the indentor factory.

47. The Committee were given to understand by Audit that, upto
January, 1961, only 30,036 units of ammunition had been supplied
to the M.G.O. Branch against the total order of 69,000 units. The
Committee would like to know whether the entire quantity on orde~
has been supplied and utilised. The responsibility for the inordi-
nate delay in this case is that of the D.G.O.F. The Committee do
not really understand why the order for manufacturing the empties
was farmed out by the Director General of Ordnance Factories when
the indentor factory had itself the capacity to do it. Such cases cast
a reflection on the working of the Directorate,

Ezxecution of civil trade orders by the Ordnence Factories, Para 38,
Page 30

48. To attract civil trade orders in Ordnance Factories in order
to utilise the idle labour and capacity, it was decided in May, 1953
that only direct charges, viz,, cost of labour and material at current
rates, and a percentage of variable overheeds only as distinguished
from fixed overheads, should be charged as price. Every civil trade
product is at the same time costed in the usual manner as for Defenoe
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atores, 50 that the difference could show the ghort recovery from civil
d¢rade. During the six years from 1953-54 to 1958-59 the amount
short recovered was Rs. 2:08 crores.

As against this short recovery some factories showed an excess
recovery or profit,. ‘The total excess recovery during the same
period amounted to Rs. 1-64 crores. According to Audit, a large
part of this profit was, however, due to sale of ferrous and non-
ferrous products such as ingots, billets, rods, strips, etc. where the
value of raw materials was the major item in the cost of production.
And the raw material used had been diverted from stocks acquired
for Defence purposes in the days of low prices. These profits were,
therefore, more apparent than real.

49. The Committee were informed by Audit that the facts given
in this case had been bused on the Financial Review of the Ordnance
and Clothing factories prepared by the Ministry of Finance
(Defence),  According to para 6-4 of the Financial Review for the
year 1958-58, the loss in the Ordnance factories arose mainly in the
engineering factories which was an indication that the cost of pro-
duction was still not competitive. In extenuation, the Director
‘General, Ordnance Factories stated that the civil trade orders were
taken up by the Ordnance factories in order to utilise their idle
capacity. In order that the prices quoted were competitive, the
factories had been authorised by Government to charge prices bet-
ween the minimum  cost of production (representing the cost of
labour and material and part of variable overheads) and the maxi-
mum cost (inclusive of fixed overheads). With the increase in pro-
duction the overhead charges had been fully covered and during
the last two financial years there were profits of Rs. 23 lakhs and
Rs. 24 lakhs, respectively.  From a note furnished at their instance,
the Committee find that the value of civil trade orders executed by
the Ordnance factories during the years 1957-58, 1958-59, 1959-60
and 1960-61 was Rs. 3'27 crores, Rs, 3'20 crores, Rs. 3'45 crores and
Rs. 7°21 crores (provisional), respectively. In paras 74-76 of their
19th Report (First Lok Sabha) and para 86 of the 6th Report (Second
Lok Sabha), the Committee had emphasised the need for the utilisa-
tion of the idle capacity of the Ordnance factories by attracting civil
trade orders. While the Committee note the increase in the value
of civil trade orders executed during the year 1960-61, they trust that
steps will continue to be taken to keep the prices competitive and to
attract more orders from trade and Civil Departments. The Com.
mittee would also like to know whether a Sales Organisation had
heen set up as recommended by the Ordnance Factories Re-organisa-
tion Committee (Baldev Singh Committee),
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80. Referring to the statement that u large part of the excess
xecovery of Rs, 1-64 crores during the period 1953-54 to 1958-39 was
due to sale of ferrous and non-ferrous products, the raw materials
for which had been acquired at low prices, the D.G.O.F. stated that
the position as stated in the Audit Report was not correct. The
additional Financial Adviser stated that the facts contained in the
Financial Review had not been challenged by the Ministry of Defence
previously. According to the Review, the comparative profits made
on the sale of ferrous and non-ferrous products vis.a-vis other items
were as below:

Year Profits at:ributable to Profits on other
ferrous and pon-ferrous items
products

19¢3-s4  Rs. 10'8 lukhs R« o-32 lakhs
195.4-55 Rs. 1818 Rs. o015 “
1955-56 Rs. s4'60 ,, Rs. ooz "
1956-57 Rs. 3604 ., Rs. 0'06 "
1957-58 Rs. 20.00 .. Rs. 1714 .

The Committee were informed by the Controller General, Defence
Production that during the period 1959-60 to 1960-61. out of the total
profit of Rs. 34 lakhs, that from the sele of ferrous and non-ferrous
products was Rs. 21'4 lakhs, which included nearly Rs. 12'7 lakhs on
steel. The profit on sale of steel could not be regarded as fortuitous
as the scrap from which it was produced was valued at controlled
prices. Raw materials were also not diverted from stocks acquired
for defence purposes or obtained from depots and diverted to civil
trade. They were so diverted to civil trade, only if they were not
fit for defence production. The position as to how the profits had
actually been made was explained to Audit.

The Committee would like to be assured (i) that Defence pro-
duction does not in any way suffer because of the civil orders and
(ii) the costing of articles produced for cinil trade is done strictly
in accordance with sound commercial principles.

Contract with a foreign firm for the manufacture of tractors—Para
39, pages 30-31

51. Mention was made in Audit Report, 1960 about the conclusion
of a contrect in September, 1958 with a Japanese firm for the pur.
chase and manufacture of certain types of tractors. In the planned
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programme, it was also envisaged that 750 tractors would be ¢om-
pleted by the end of Decamber, 1062 and the indigenous contents
therein would be progressively increased from 10 per cent. during
1959 to 70 per cent. by the end of 1962. It was claimed that this
would result in @ saving of Rs. 320 lakhs in foreign exchange. The
assembly/manufacture started in May, 1859 instead of in April 1859,
as planned. Against the production programme of 370 tractors to
end of December, 1960, only 135 were assembled/manufactured in
the Ordnance factory, Another 103 tractors were imported in a
“ready for road” condition, for supply to indentors. The programme
of assembly/manufacture thus fell far short of the target. Upto
June 1960, the factory had placed orders on the foreign firm for
components for 340 tractors. The saving in foreign exchange in
regard to these tractors worked out to Rs. 35 lakhs.

52. The Controller General, Defence Production stated in evidence
that the indigenous content in the tractors produced was only 32
per cent. in December, 1960. He admitted that there had been a
setback in the production programme. Because of foreign exchange
difficulties orders for 40 tractors only were placed during the year
1861.  For the year 1962-63, the production target was 220 to 240
tractors. An order for 250 tractors was in hand and the necessary
foreign exchange had been made available.

As regards the savings in foreign exchange, it was stated that a
total saving of Rs. 70 lakhs had been achieved to date, out of which
Rs. 42 lakhs were on tractors and Rs. 28 lakhs on attachments
required by the indentors.

The Committee are disappointed at the setback in the production
programme of tractors by the Ordnance Factories. They trust that
every effort will be made by Government to make this venture a

success and to achieve the contemplated targets without any further
delay.
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Audit Report, 1961
-Acquisition of a mine sweeper—Para 27, pages 24-25

53. A newly constructed mine sweeper acquired from the United
Kingdom Government at a cost of about Rs. 48 lakhs started on her
maiden voyage to Indie in August 1955. On the 9th October, when
the ship was nearing the harbour, the star board engine suffered a
major breakdown. A Board of Enquiry convened in the same
month to investigate into the case was unable to come to a definite
conclusion as to the cause of the damage to the engine. The con-
tractual responsibility of the builders in respect of the defects of this
nature coming to notice in a maiden voyage was not, however,
known either to the Government of India or to the Naval Adviser
in the UK. On a reference to the UK. Admiralty in January 1957,
it became known that the guarentee period of 12 months expired
after a year of the basin trial which had been carried out on the
vessel long before the maiden voyage was completed. The engine
was shipped to the makers for repairs. The cost of the repairs when

completed was found to be Rs. 85384 agninst the estimate of
Rs. 30,000.

54. Referring to the expiry of the guarantee period long before
the completion of the maiden voyage of the mine sweeper, the Com-
mittee enquired whether the Ministry of Finance was satisfied with
the purchase procedure adopted in this case. The Financial Adviser
stated that the mine sweeper was purchased through the UK.
Admiralty; there were nn direct contractual dealings with the makers,
According to an arrangement, the Admiralty had agreed to place
orders for ships required by the Indian Navy in the same manner as
for the Royal Navyv. The expenditure in regard to such transac-
tions was also subject to audit by the UK. authorities. The transac-
tions were on a Government to Government basis, and the Admiralty
exercised the necessary checks on the procurement action.

The Committee consider it regrettable how the arrangements
.entered into with the foreign Government could overlook the import-
.ant requirement regarding the delivery date and the guarantee

25
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period. Thcytmuﬂszovmmmtwiuuzke necessary steps to
avoid such lapses in future. |

55. Another disturbing feature of the case is that on opening the
engine, the makers found that ¢ number of parts had been removed
from the engine before its shipment to the makers for repairs, with-
out knowledge of Government. This not only increased the cost of
repairs (from Rs. 30,000 to Rs. 85,384) but also prevented the makers
from determining the cause of damage to the engine. The Defence
Secretary stated that these parts had been removed and used in re-
pairing other engines already in service. If so, the Committee feel
that, in fairness, an inventory of such parts should have been kept
and given to the makers at the time the engine was sent for repairs.
Equipment lying idle—Para 28, page 25.

58. Sub-para (a): In December, 1954, Government sanctioned the
construction of two vessels of a particular type at a total cost of
Rs. 82 lakhs. Machinery and equipment for the vessel were to be
purchased from the United Kingdom and the hulls were to be built
in India. Machinery and equipment worth about Rs. 17 lakhs were
indented for in January, 1955 and received in 1957. They had been
lying in stock since then as the contract for the building of the hulls
had not been placed (September, 1960).

57. The Committee were informed that an order for construction
of the two vessels was placed on the 12th November, 1960 with the
Mazgaon Docks which had been recently taken over by Government.
The machinery and equipment were in good condition and would be

ised without any loss to Government. The Committee deprecate

e delay of six years in placing the contract for building the hulls.

58. Sub-para (b): Certain equipment was imported from the UK.
party in 1955 and party in 1958 at a cost of £31,000 (Rs. 4,13,333). It
had been lying idle in stock since receipt, as the Naval authorities
had not finalised their plan for fitting the equipment (December .
1960).

59. The Committee were informed that it had been originally
planned to install the equipment on an island near a port, but the
Port Trust authorities concerned did not approve this proposal. Con-
sequently, other alternatives were being considered. The equipment
would now be put to use. According to Audit, similar equipment
costing about Rs. 3'24 lakhs imported from U.K. earlier was also lying
idle. In extenuation, it was stated by the representative of the Naval
Headquarters that that equipment which was ordered in 1951, was.
also required for the same purpose but it could not be utilised due
to non-availability of the site considered most suitable. The equip-
ment was in good condition and would be fully utilised.
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60. In all the three cases above, costly equipment ordered and
received could not be installed for want of proper site. The Com-
mittee are astonished to see such bad planning. In their opinion, it ia
no consolation to be assured that the equipnent is in good condition
and will be installed soon. The reasons that led to the same error
being repeated in all these cases require investigation.

Absence of control over production costs in the Naval Dock Yard——
Para 29, pages 25-26

61. In paragraph 52 of the Audit Report, 1952, comments were
made on the non-preparation of estimates in respect of jobs executed
in the Naval Dockyard and consequent absence of control over pro-
duction costs. (The preparation of estimates in respect of repair and
refit works had been dispensed with in 1942 for the duration of the
war). In para 63 of their Ninth Report (First Lok Sabha) the Pub-
lic Accounts Committee while expressing the view that absence of
estimates provided opportunities for all kinds of mistakes, recoms
mended that Government should take steps to train sufficient man-
power in cost-accounting and estimating work. They were informed
by the Ministry of Defence in July, 1953, that the Captain Superin-
tendent of the Dockvard was building up data for the preparation of
correct estimates and that a “Library of Costs” based on the statis-
tics of the past expenditure was being compiled. A Statistical See-
tion was also formed in the Dnckyard in 1954 to collect data regard-
ing past actual expenditure. But in May, 1960, the Ministry of De-
fence informed Audit that the question of preparation of estimates
in respect of repair jobs was to be referred to a Technical Committee,
the appointment of which was under the consideration of Govern-
ment.

62. Explaining the action taken on the above recommendation,
Secretary, Ministry of Defence informed the Committee that cost of
the jobs was being pre-estimated since 1953 for works of additions
and alterations in ships and jobs undertaken for private bodies. This
system could not be extended to the repair and refit of ships for
lack of experienced staff. At one time, it was proposed to refer this
matter to a Technical Committee appointed in pursuance of the re-
commendations of the Estimates Committee made in their 8th
Report, but subsequently it was decided not to do so considering
that this question was not relevant to the specific purpose envisaged
by the Estimates Committee. The representative of the Naval Head-
quarters observed that it was difficult to frame a reliable estimate of
refit and repair works with reference to the ‘defect list’ without
opening up the ship. Government had come to the conclusion that
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a properly organised estimating section would be necessary for fram-
ing estimates of costs on the basis of the library of past coets n res-
pect of similar repair and refit work. The Defence Secretary urged
that the recommendation made by the Committee in 1953 could not
‘be implemented because of unforeseen difficulties; he added that the
setting up of an estimating organisation was receiving attention.

63. The Committee are sorry to note that even eight years after
they recommended certain preparatory steps to be taken for framing
estimates of costs of such jobs with a view to having stricter control.
both administratively and financially no effective action has been
taken thereon. Accordingly in respect of an expenditure of Rs. 14-T7
crores out of Rs. 15.05 crores spent on repairs etc. during 1950-59, nc
estimates were prepared. The Committee are aware that it will not
always be possible to forecast accurately exrpenses, on repair and
refit work. But that cannot be a plea to do away with the prepara-
tion of estimates. On the other hand, such estimates will serve as
an instrument of control over costs. The Committee would, there-
fore, reiterate that a beginning in this direction should be made with-
out any further delay as non-preparation of estimates coupled with
absence of adequate administrative control might lead to various mal-
‘practices.
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AIR FORCE
Audit Report, 1961

Infructuous expenditure on uncompleted overhaul of gircraft—Pare
82—page 27 i

64. Nine aircraft of a certain type were sent to Hindustan Air-
craft Ltd. between October, 1955 and October, 1958 for overhaul. In
November, 1958, while the overhaul work was in progress, the Air
Headquarters issued orders for the reduction of five of these aircraft
to spares. The remaining four aircraft were also ordered to be re-
duced to spares, in May, 1959. An expenditure of Rs. 2.21 lakhs in-
curred on the partial overhaul of the nine aircraft up to 1859 thus
became infructuous. \

65. The Defence Secretary stated that the aircraft in question
were from the war-time stock and had been reconditioned for use.
Eight of the aircraft had been sent to the Hindustan Aircraft Limited
during the period October, 1955 and October 1958, for normal over-
haul and one for cannibalisation. Following some accidents involv-
ing this type of aircraft, a Board of Survey was set up by the Air
Headquarters in September, 1957 for determining the flying charac-
teristics and the air-worthiness of such aircraft. At the time of the
survey, the 8 aircraft with the HAL were in different stages of over-
haul and inspection. In the light of the report of the Board, it was
decided to reduce the aircraft to spares which were needed for ser-
vicing other aircraft still in service and which were not available
even in the country of origin.

66. The Committee understand from a note (Appendix I) furnish-
ed at their instance that two serious accidents took place on the 5th
July, 1955 and 5th February, 1958; there were six other minor acci-
dents during the period intervening these dates. Orders for setting
up the Board of Survey were issued on 16th September, 1957, who
submitted its report on the 26th September, 1957. If the aircraft
were to be dismantled on the recommendation of the Board of Sur-
vey, the Committee fail to understand why Government waited till
November, 1958 before passing orders in respect of 5 aircraft and till
May, 1959 in respect of the remaining 4 aircraft. It is obvious that
the infructuous expenditure on overhaul could have been avoided at

29
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least to some extent, had timely action been taken on the report of
the Board of Survey. i

Infructuous expenditure on a Launch—Para 33—Page 27

67. A twin Screw Launch fitted with marine diesel engines, was
purchased in 1953 by the Air Force at a cost of £14,935 (Rs. 1,89,000)
for use at a particular station for air-sea rescue work. But ever since
the receipt of the launch in 1953, it could be used for a total period
of about 238 hours upto August, 1960. It was found that the launch
was not capable of operating in shallow waters because of its low
propellers which made it a hazard to take it out on a coast full of
submerged rocks just below water level. Nor was the launch sea-
worthy to be used in the open sea. In may, 1959 the Air Force au-
thorities recommended the disposal of the launch on the ground that
because of its operational limitations, it would not serve any useful
purpose for air-sea rescue work anywhere.

68. The Committee were informed that the launch in question was
the best among those available for purchase in 1953. It was kept in
readiness at Jamnagar from 1953 for air-sea rescue work but no
occasion actually arose for using it for rescue work. For want of cer-
tain necessary spares, the vessel was not sea-worthy for two years,
Later it was moved to Porbandar for use in the Porbandar-Dwarka
range. It was claimed that the presence of the launch helped to keep
the morale of pilots high against any risk of accident. The attention
of the Committee was drawn by Audit to a report that the launch
had not been used for the purpose intended ever since its receipt
because of its operational limitations. In extenuation it was urged
by the representative of the Air Headquarters that the report in
question was given by the Commander when a proposal for the pur-
chase of another air-sea rescue craft for the Porbandar-Dwarka range
was under consideration, as the existing one could not sail 40 miles
into the sea. When his attention was drawn to the minutes of a
meeting held on the 25th June, 1959, where it was agreed that the
launch should be handed over to the Navy as it could not serve any
useful purpose for air-sea rescue work anywhere, the witness stated
that this meeting was also held in connection with the proposal for
purchase of a new launch. The whole position was subsequently re-
viewed by another committee which submitted its report on 27th
October, 1960. The launch was being used for the same purpose by
the Royal Air Force before its purchase by India. It would continue
to be in use till a better type was available.

69. The reports of the Air Force Officers about the operational
limitations of the launch raise doubts in the mind of the Committee



about the wiesdom of the purchase. The Committee cannot but dis-
miss the plea that the reports about the operational limitations of the
launch were given in connection with a proposal for purchase of a
new craft as it is patently illogical. The Committee are a little sur-
prsed that the psychological effects of the presence of the launch on
the pilots should have weighed with the officials who were fully
aware that the launch could not have scrred any purpose in case of
accidents. They, therefore, do not see the justification for retaining
the launch in service with recurring expenditure on its crew.

Irregular payments of Daily Allovance—Para 34, pp. 27-28

70. In March, 1955, the Controller of Defence Accounts (Air Force)
noticed certain overpayments of daily allowance made by a Unit in
1954-55, to a large number of Air Force Officers, and asked the Unit
to recover the overpayments from the officers concerned. The total
overpaymet was about Rs. 28,600. While the Unit forthwith took
steps to disallow similar claims of daily allowance, it did not take
any steps to recover the overpayments. The case was reported to the
Air Headquarters in May, 1956, who decided in January, 1857, that
the amounts in question should be recovered as the payments were
not covered by any existing rule. But in June, 1957, the Air Head-
quarters ordered the recoveries to be withheld, pending final deci-
sion. i »

+

71. The Committee were informed in evidence, that Government
issued orders on the 12th September, 1961 waiving recovery of the
overpayments. In extenuation of the delay in arriving at this deci-
sion, it was stated that the case was linked up with the general case
taken up by the Army Headquarters and the Air Headquarters were
awaiting a decision thereon. As the latter, however, did not get
through, the case had to be taken up by the Air Headquarters in
May, 1960. In reply to a question the representative of the Air
Headquarters stated that if recovery were insisted now the officers
concerned would have been put to hardship, as they had received
the payments 5-6 years before. ,

In the opinion of the Committee it was not correct on the part of
the Air Headquarters to withhold the recovery of overpayments
ordered by the Controller of Defence Accounts (Air Force). Appar-
ently the inordinate delay in referring the case to Government for
orders had to a large extent been responsible for the decision to waive
the recovery. The Committee suggest that it should be impressed
upon the three Service Headquarters, that disregard on the part of
units and other Defence establishments of instructions issued by the
Accounts authorities in the matter of recovery of overpayments
should be seriously viewed. In this connection they would invite
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attention lo their earlier recommendation that every payment of
money to a public servant was and must be regarded as a debt owed
to the public and all possible action should be taken to recover
with dispatch.

Nzw Dmui;
Dated, the 28th March, 1962.

ra, 1,
C. R. PATTABI RAMAN,
Chairman,

Public Accounts Committee.



PART II

Proceedings of the sittings of the Public Accounts
Committee held on the 8th, 9th and roth January, 1962
and 26th March, 1962.




Proceedings of the Thirty-sixth sitting of the Public Accounts Com-
mittee held on Monday the 8th January, 1962

72. The Committee sat from 15.00 to 17.20 hours.

PRESENT
Shri C. R. Pattabhi Raman—Chairman.

MEMSERS

2. Shri Rohan Lal Chaturvedi

3. Shri Aurobindo Ghosal

4. Shri Hem Raj

5. Shri R. S. Kiledar

6. Shri G. K. Manay

7. Dr. Pashupati Mandal

8. Shri S. A. Matin

8. Dr. N. C. Samantsinhar

10. Pandit Dwarka Nath Tiwary
11. Kumari Mothey Vedakumari
12. Shri Ramji Verma

13. Dr. Shrimati Seeta Parmanand
14. Shri Lalji Pendse

15. Shri V. C. Kesava Rao

16. Shri Rajeshwar Prasad Narain Sin.ha
17. Shri Jai Narain Vyas.

Shri G. Swaminathan, Additional Deputy Co-mptroller and
Auditor General.
Shri P. D. Seth, Director of Audit, Defence Services.

SECRETARIAT

Shri V. Subramanian—Deputy Secretary.
Shri Y. P. Passi—Under Secretary.

WITNESSES

Ministry of Defence
Shri O. Pulla Reddi—Secretary.
Shri R. P. Sarathy—Addl. Secretary.
Shri S. D. Nargolwala—Joint Secretary.
Maj. Gen. Harkirat Singh—Engineer-in-Chief.
Shri E. B. Jhirad—Judge Advocate General of the Navy.



Ministry of Fimance (Defence)
Shri S. Jayasankar—Financial Adviser.

73. The Committee took up consideration of the Appropristion
Accounts (Defence Services), 1959-60 and Audit Report, 1961.

74. At the outset, the Committee felicitated the Armed Forces
for the successful military operations in Goa. The Defence Secretary
thanked the Committee.

Audit Report (Defence Services), 1961
Unnecessary/Excessive Supplementary Grants—Para 1(ii), Page 3

75. The Committee questioned the justification for obtaining in
December, 1959 a Supplementary Grant of Rs. 2 lakhs under Grant
No. 9—Army while the year closed with a saving of Rs. 7-37 crores.
The Financial Adviser stated that the money was required for a new
measure necessitating a Vote of Parliament. He admitted that a
token grant could have been obtained for the purpose; but at that
stage no savings under the Grant were anticipated. Referring to
the surrenders made under the Grant, the witness stated that at the
time of preparation of estimates, the Ministry of Finance (Defence)
checked carefully whether the estimates were realistic, and applied
cuts where found necessary, but at the end of the financial year
some money always remained unspent due to a variety of reasons.
One of the reasons for the surrenders under sub-head (F)—Store
purchase, was that the provision made for purchase of one-ton trucks
from abroad was not utilised as the Ministry of Defence did not want
to place a demand unless they were satisfied that the store could not
be produced in India. Ultimately the order was not place abroad.
Under the same sub-head, the provision made for new research
measures was not utilised. In the case of Store purchases from
abroad, although from January onwards, returns were received from
the procurement cells in London and Washington indicating the
position regarding payments to be made, the expectations proved to
be incorrect.

76. The Secretary, Ministry of Defence stated that there had since
been improvement in budgeting as progress in the percentage of
savings would indicate year by vear. Some savings were bound to
occur due to unexpected circumstances during the course of the
financial year upsetting the calculations or causing changes in plans.
The witness assured the Committee that efforts were being made to
further reduce the gap between estimates and actual expenditure.
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Loss due to delay in revision of hire charges for Government trana-
port—Para 2, Page 8

T7. The Audit para. disclosed that the rates to be recovered from
Government departments, State Governments, local bodies, con-
tractors etc. for the hire of different types of Army vehicles which
had been fixed in 1945 had not been revised in spite of the increased
running costs. The rates worked out by the Ministry of Finance
(Defence) on the basis of the cost obtaining in 1955 revealed that the
1945 rates needed, in the case of some vehicles, an upward revision
by about 235 per cent. On the basis of the 1959 costs, the total
amount recovered in 1959 at 1945 rates was less than the cost borne
by Government, by about Rs. 17 lakhs. Service Officers under the
existing orders were entitled to the use of military vehicles for recre-

ational purposes at rates which were substantially below the 1945
rates referred to above.

78. The Committee wished to know the reasons for non-revision of
the hire charges for Army vehicles fixed in 1945, in spite of the steep
increase in the running costs. The Secretary, Ministry of Defence
stated that the order issued in 1945 laid down thrce categories of
rates viz., normal rate (applicable to the Central Government State
Governments, local authorities and individuals paid from the Defence
Services Estimates), reduced rate (applicable to the Military Depart-
ments including the Military Farms) and the amenity rate (appli-
cable to use of the transport for recreational purpose by Military
personnel). The existing normal rate which had been fixed at 94 nP.
per mile for a car and Re. 1 for a 3-ton lorry did not compare un-
favourably with the market rate of 50 nP. per mile for a taxi. The
witness added the question of revision of the rates was under con-
sideration for the last few years and it would be considered by the
Defence Minister’s Committee soon.

79. The representative of the Ministry of Defence held the view
that Government could not be deemed to have suffered any loss due
to the non-revision of the hire charges, as a large fleet of vehicles
was maintained by the Army for their use; due to non-availability of
any other transport, officers living in cantonments, far away from
cities, had to hire these vehicles at rates higher than market rates. Of
lakhs of mileage done by Army vehicles, the mileage on hire for
amenity purposes came to approximately 4 or 5 per cent. In case the
hire charges were increased by 235 per cent., as suggested by the
Ministry of Finance (Defence), nobody might hire the vehicles, and no
money would be recovered. In 1950, some changes in the rates were
made for certain big cities and the number of amenity trips for
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J.C.Os/ORs. was reduced from four to three per month. The ques-
tion of revision of rates had been considered by various Committees
on one of which the Chief Accounts Officer of the erstwhile Delhi
Road Transport Authority also served. These Committees had re
commended (with Finance dissenting) that the upward revision of
rates by 235 per cent. or so was unrealistic.

80. The Financial Adviser stated that Finance had worked out the
revised rates after taking into account the current cost of the various
elements on the basis of which the three categories of the hire charges
had originally been fixed, but the Ministry of Defence had contended
that these rates should also be relsted to prevailing taxi fares.

Trameport charges for Canteen Stores Department (India)—Para 3—
Pages 6-7

81. In an operational area, transport hired by Government for
conveyance of Defence Stores was allowed to be used free by the
Canteen Store Department (India), although under the Government
sanction of January, 1856 the free use of Government transport was
allowed only when available and not as a regular measure. The
hire charges borne by Government amounted to Rs. 1065 lakhs upto
the year 1958-60.

82. The Committee desired to know the justification for Govern-
ment bearing the hire charges for the Canteen Stores Department
(India) which was being run on commercial lines and had been
making large profits. The Financial Adviser stated that originally
the canteen service was run by a canteen contractors’ Syndicate.
After Independence, the Canteen Store Department (India) was
established under the control of Government although it was not
strictly a Government Department. The Defence Secretary and Finan-
cial Adviser were members of the Board of Control of the Depart-
ment. According to the Canteen Manual (War), 1938, free transport
was to be provided for the supplies of canteen stores in field areas
from railheads. Normally the C.S.D. (I) had to make arrangements for
transport to places within an area of ten miles from railheads, and
this was reflected in its price structure. In the present case, free
transport was provided in the Jammu and Kashmir area owing to
Jong road milcage from the railhead of Pathankot; otherwise prices
of Canteen Stores charged from the military personnel would have
to be raised. As regards the profits made, these were only of a
technical nature, as these were peid back to the troops in the form of
grants for welfare activities. The Secretary, Ministry of Defence
ststed that Government accepted the Hability for providing free



transport to the C.8D. (I) in the operational srea of Jammu and
Kashmir in the interest of its efficient working, in accordance with

Section 17 of the Canteen Manual, 1938 and Government Order dated
the 6th January, 1956.

83 The Cummittee asked if it wag not possible, in the interest of
p:uper accounting, to work out the hire charges for the transport
used by the C.S.D. (I) separately and to pay to the Department a
subsidy to defray these charges. The Financial Adviser stated tha:
it was not possible to work out the hire charges separately as &
vehicle hired for military use was only partly used for carrying
canteen stores. He urged that as the C.S. Department was not allow-
ed to use private transport in field areas in the interest of security,
it should be allowed to continue to enjoy the long standing conces-
sion. In reply to a question, the representative of the Ministry of
Defence stated that in non-operational arcas, the C.8.D. (I) made its
own arrangements for transport of cantecn stores.

84. Referring to the suggestion made in para. 83 of their 17th Report
(Second Lok Sabha) that all transactions of the Canteen Stores De-
partment (India) should pass through the Consolidated Fund, the
Committee inquired about the decision taken in the matter. The
Secretary, Ministry of Defence stated that the question of the status
of the C.S.D. (I) was still under consideration,

Irregular payment of pay and allowances—Para 4, Page 7

85. Mention was made in para. 31 of the Audit Report 1960 (c.f.
para 186 of the 35th Report of the P.A.C., Second Lok Sabha) about
an unusual financial assistance of Rs. 10,000 given to an officer of the

Indian Navy towards his expenses for self-defence against a charge
of murder.

The officer was under suspension {from 28th April, 1959 and was
tried first by a Sessions Court and then by the Bombay High Court
which on the 11th March, 1960 awarded to the officer a sentence of
imprisonment for life. During the entire period of his suspension
from 28th April, 1959 to 11th March, 1960, while the officer was held
in naval custody, he was paid full pay and allowances of his rank.
On the 11th March, 1960, the sentence of life imprisonment awarded
to the officer by the Bombay High Court was suspended by an order
of the Governor of Bombay. From that date till the Governor
vacated his order and the cofficer surrendered himself to civil custody
(Le., from 11th March, 1960 to 8th September, 1960), the officer was
paid half the pay and allowances of his rank, under an order {ssued
by the Ministry of Defence,
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86. The Committee referred to Section 82(3) of the Navy Act
stipulating that the punishment of imprisonment for a term exceed-
ing two years should in all cases be accompanied by a sentence of
dismissal from Naval service and inquired why the Naval officer was
not dismissed {rom service in the present case after he was awarded
the sentence of life imprisonment on the 11th March, 1960 by the
High Court. The Judge Advocate General of the Navy stated that
sub-section (3) of Section 82 of the Navy Act, did not apply in the
present case; that sub-Section read with sub-Section (1) would apply
to the cases where punishment had been awarded under the Navy

Act.

87. Explaining the justification for payment of full pay and
allowances to the Naval officer during the period of his suspension
from the 28th April, 1859 to 10th March, 1960, the Secretary, Minis-
try of Defence stated that unlike the statutory provisions applicable
to the Army and Air Force the Navy Act contained no provision for
withholding pay and allowances of an officer during the period he
is under suspension or Naval custody. Under Section 27 of the Navy
Act, an officer was entitled to draw full pay and allowances unless
deductions therefrom were authorised under Section 28(2) thereof.
The Law Ministry to whom the matter was referred had advised that
provisionally this should be regarded as permissible under Section
28(2) of the Navy Act. The matter was further examined but in the
meantime the officer was convicted by the High Court and it was too
late then to follow the final advice of the Law Ministry. Govern-
ment exercised their discretion in this case in favour of the officer in
consideration of the circumstances of the case. An order had since
becn issued on the 13th December, 1961 providing for withholding
pay and allowances of Naval officers and seamen, during the period

of their suspension or custody.

88. As regards the payment of half pay and allowances to the
officers after his conviction by the High Court on the 11th March,
1860 till 8th September, 1960 when the Governor vacated his order
suspending the life sentence, the Defence Secretary stated that this
was done as the accused was contemplating preferring an appeal to
the Supreme Court. The Ministry of Finance (Defence) were con-
sulted in the case at every stage, who advised the Defence Ministry
to take a decision themselves taking into account the circumstances
of the case. Asked how the Finance Ministry allowed the payment
of halt pay and allowances to the officer after his conviction,
the Financial Adviser stated that after the pronouncement of the
High Court's judgement, further issue of pay and allowances to
the officer was withheld and the Ministry of Defence were advised
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not W pay these in part or whole until the advice of the Ministry of
Law was obtained. The Law Ministry advised on the §th May, 1960
that there was no provision in the Navy Act stipulating that after the
conviction and sentence of imprisonment, Government as an employer
could not continue to pay wholly or in part the pay and allowances;
the discretionary power would not be exhausted with the conviction
and sentence of imprisonment. In the light of the advice of the Law
Ministry whereby the contention of the Defence Ministry was con-
irmed the Ministry of Financ> (Defence) could not have withheld
the payment. As the matter involved legal opinion the Finance Min-
istry could only ask the administrative Ministry to obtain the advice
of the Law Ministry. The Secretary, Ministry of Defence stated that
as law on the subject was not clear and conclusive, Government
exercised their discretion having regard to all the circumstances of
the case. In the case of ratings also, half pay and allowances were
paid to them after their conviction pending appeals in the higher
courts. On the civil side, an accused officer was allowed subsistence
allowance pending an appeal. The Judge Advocate stated that in the
case of Sailors and Ratings, the Naval regulations provided that
where notice of an appeal to a higher civil court was given, the im-
position of Naval penalty should be suspended pending the result of
the appeal whereag in the case of officers this power was discretionary
under Sections 27 and 28 of the Navy Act.

Purchase of jeeps in the United Kingdom, para 5, Page 7

89. Reference was made in paragraph 2! of the 14th Report of the
P.A.C. (1954-55) to the contracts for the purchase of Jeeps in the
United Kingdom. The proposed legal and arbitration proceedings in
connection with these contracts were later dropped and a sum of
£3483 was paid during the year as miscellaneous expenses and
fees to the solicitors and counsels engaged by the High Commission
for India in the United Kingdom.

80. The Committee asked the Secretary, Ministry of Defence
whether the fees paid to the solicitors and counsels amounting to
£3483 were not unreasonable. The Secretary stated that the solici-
tors and counsels were engaged by the High Commission in UK,
The Legal Adviser attached to the High Commission had certified
that the charges paid to them were reasonable; actually the solicitors
and caunsels had demanded fees amounting to £4,760 which was ulti-
mately settled at £3,483. The Committee’s attention was drawn to &
letter of 20%h September, 1960 from the High Commission stating that
considerable economy had been effected as a result of the settlement
of the fees which had the approval of the Financial Adviser attached
to the Commission.
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Adjutant General's Branch

Infructuous expenditure due to illegal discharge of Havildar clerkse
Para 6, pp. 89

91. In November, 1852, an order was issued by Government that
Havildar clerks who were at the time held supernumerary to the
establishment should either revert to the rank of Naik or Sepoy,
according to the available vacancies or be released. A review made
in 1857 revealed that on the basis of this order 869 Havildar clerks had
been illegally released from service in 1953 by the Commanding
Officers of the units concerned instead of under the authority of the
Brigade/Sub-Area Commander as stipulated in the Army Rules. The
sanction of release from the Brigade/Sub-Ares Commanders was
obtained in all these cases on various dates during November, 1957
to January, 1959 and the Havlidar Clerks were deemed to have been
legally discharged from the latter dates entitling them to arrears of

pay and allowances between the two dates of discharge. Mistakes
were made:

(a) in not taking action on the advice sent by the Controller
of Defence Accounts (P) to all record offices on 11th
April, 1953 that the sanction of the Brigade Sub-Area
Commander was necessary to effect  discharge of
Havildars,

(b) in not informing the other units as soon as a ruling given
by the Adjutant General's Branch in August, 1953 estab-
lished the illegality of the discharges effected by one
Commanding Officer;

(c) in taking a period of several vears to issue revised discharge
orders and to decide that pay and allowances should be
paid for the interim period.

92. In cvidence. the representative of the Ministry of Defence
stated that in 1,500 cases out of the total number of about 2400
Havildar clerks discharged under the order, orders for release had
been issued by the competent authority but in the remaining cases
orders had been issued by the local Unit Commanders. When the
Controller of Defence Accounts (Pension) found this illegality, he
addressed all the Record Offices in April, 1953 to follow the correct
procedure. One or two Recvord Offices who differed from the Con-
troller of Defence Accounts made references to the Adjutant General’s
Branch for advice. They were informed by the Adjutant General’s
Branch on the 11th August, 1953, after consultation with the Minis-
tries of Defence and Finance (Defence), that the C.D.A’s view was
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correct and that legal discharge could only be made by the compe-
tent authority as defined in the Army Rules. Copies of these in-
structions were not sent by the Adjutant General's Branch to other
Record Offices, as they had no reason to suspect that similar doubts
had arisen elsewhere. As regards the delay in issuing the revised
discharged orders, it was explained that Government had under con-
sideration certain other alternatives to regularise the illegal dis-
charges already made. The Defence Secretary admitted that such
cases of delay should not recur.

Engineer-in-Chief Branch
Weigh bridges lying idle in stock—Para 14, Page 13

93. A proposal was made in September, 1954 o install weigh
bridges at the gates of Engineer Stores Depots and Parks for weighing
lorry loads of ovutgoing stores. A decision was however taken in
February 1955 by the Engineer-in-Chiefs Branch to purchase a type
of weigh bridge which could serve the dual purpose of weighing
wagon loads as well as lorry loads. Purchase was eventually made
in 1957 of five 60 ton rail wagon weigh bridges valued at
Rs. 1,25,500. It was subsequently (September, 1959) found that the
bridges purchased could not serve the purpose of weighing lorry
loads and they were lying idle.

94. In evidence, the Committee was informed that it was originally
proposed to purchase weigh bridges serving the dual purpose of
weighing wagon loads as well as lorry loads. On inviting tenders, it
was found that the cost of a dual purpose weigh bridge was Rs. 43,800
as against Rs. 28,000 of a rail wagon weigh bridge. The weigh
bridges were mainly required for weighing wagon loads. 85 per cent.
of the goods traffic (military) being by rail. It was, therefore, de-
cided to purchase rail wagon weigh bridges and to make an impro-
visation in them locally to serve the purpose of weighing lorry loads.
On receipt of the weigh bridges, it was found that the proposed im-
provisation could not be made. This delayed the installation of the
weigh bridges. The weigh bridges had since becn installed at two
stations while at two other stations the work was in progress.

95. The Committec then adjourned til! 1500 hours on Tuesday, the
8th January, 1962.
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97. The Committee took up further consideration of the Appro-

priation Accounts (Defence Services), 1959-60 and Audit Report
(Defence Services), 1961.

Audit Report (Defence Services), 1961
Director General, Ordnance Factories

Rejections in Ordnance Factories—Para 15, Page 14

88. The Audit para disclosed that in a particular Ordnance Fac-
tory the cost of rejections kept out of production cost (i.e. in excess
of 20 per cent of the production cost) had been heavy during the years
1949-50 to 1958-59. A compariscn of the rejections in the Ordnance
Factories as a whole and those in this particular factory indicated
that the latter had been responsible for the percentages of 6590,
97-90, 96-02, 84-69, 8809 8612, 8504, 43-06, 7146, and 8991 of the
total rejections during the years 1949-50 to 1958-59, respectively.

99. In evidence, the Committee were informed that the particular
Ordnance Factory mentioned in the Audit para produced castings for
three types of ammunition; the percentage of rejections was usually
heavy in such work. (This position was also explained to the Com-
mittee in the previous years). Unlike machined items, even 30 per-
cent rejections in the case of castings were not regarded as abnormal.
Even in the British Foundries, rejections were of the order of 40
per cent on the whole. The yield in respect of the three items in the
factory was 65 per cent, 67 per cent and 79 per cent respectively, as
against an overall percentage of 57°2 in the United Kingdom. Some
foreign experts had gone into the rejections in the Ordnance Factory
and now, the Director of National Metailurgical Laboratory had been
requested to visit the factory and suggest any improvement in the
process in order to reduce the percentage of rejections. A private
manufacturing concern which was tried for production of cne of the
items gave up the attempt after two years of experimentation. In
reply to a question, the Controller General, Defence Production
stated that the problem of getting the proper quality of sand, which
was stated as one of the reasons for heavy rejections before the
previous Committees, had been solved. In reply to another question



the Director General of Ordnance Factories stated that the rejected
materia] was again melted and used. Asked how the percentage of
the cost of rejections kept out of the production account in the
Ordnance Factory to that in all the Factories as a whole, was as low
as 43:08 in the year 1958-57, the D.G.OF. replied that as during that
year the Factory did not manufacture one of the items, the overall
rejections also came down. The Committee desired to be furnished
with a note stating the mcasures taken to reduce the percentage of
rejections in the factory.

Accumulation of semi-finished stores in Ordnance Factories and
unsatisfactory accounting—Para 16, Pages 14-15

Sub-para (a)

100. At the end of the financial year 1958-59. the total value of
semi-finished stores on the uncompleted warrants opened in the
Ordnance Factories was Rs. 953 lakhs, out of which an amount of
Rs 355 lakhs was in respect of the warrants prior to 1958-59. War-
rants which were opened during and prior to 1953-54 and on which
an expenditure of Rs. 93 lakhs had been incurred upto the end of
March, 1954 remained uncompleted on the 31st March, 1959. Out of
this amount Rs. 74 lakhs pertained to two factories only.

Sub-para (b)

101. Two cases were reported where the valuation and accounting
of scmi-finished articles was not done properly in two Ordnance Fac-
tories and ad hoc adjustments had to be made subsequently for writ-
ing down the valuation by Rs. 17°5 lakhs in one factory and Rs, 5-86
lakhs in another.

102. Referring to the unsatisfactory valuation of components in
the two factories mentioned in Sub-Para (b) above, the Controller
General of Defence Accounts stated that due to heavy accumulation
of semi-finished stores, the management of the two factories were
not able to prepare statements showing the exact material and
labour content of the various articles which could not thorefore be
valued separately according to the normal procedure.

103. As regards the progress made in the completion of the out-
standing warrants referred to in Sub-para (a), the Committee were
informed by the D.G.O.F. that the total number of outstanding
warrants which was more than 40,000 as on 1-1-1859 was reduced to
12,000 on 1-4-1861, 7,000 on 1-10-1961 and 5,000 to date. The value of
warrants opened during and prior to 1953-54 in the two factories
mentioned had been reduced from Rs. 74 lakhs to Rs. 16'63 lakhs as
on the 31st March, 1961.
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104 The Committee asked how this reduction could be effected
in a short period. The Director General, Ordnance Factories stated
that previously greater emphasis being placed on items ordered for
bulk production, petty jobs which required the same amount of
planning were left uncompleted due to inadequacy of staff. With the
strengthening of the planning and the progressing staff in the Ord-
nance Factories, it had been possible to speed up completion of the
-outstanding warrants. Asked if the stores ordered as far back as
in 1953-54 and earlier years were still required by user Services, the
witness replied in the afirmative. He added that the maximum in-
fructuous expenditure that could arise out of non-completion of the
warrants so far would not exceed Rs. 7 lakhs. On his attention being
-drawn to a statement submitted to the Committee showing the value
of semis as on st April, 1859 as Rs. 1,06,00,000 out of which semis
worth Rs. 17,00,000 only were usable, the D.G.O.F. stated that the
figures referred to the surplus semis produced during the last war.

105. Audit pointed out that the value of semi-finished articles had
increased to Rs. 10,48 crores nt the end of 1959-60 from Rs. 9°53
.crores as on 31st March, 1959. The D.G.O.F. stated that the value of
semi-finished articles was related to the increase in the current pro-
duction; the production had increased from Rs. 14 crores in 1956-57
to Rs. 33 crores in 1960-61 and was expected to be Rs. 40 crores in
1961-62.

108. The Committec desired to be furnished with a note setting
forth the following information:

(8) What was the total number of outstanding warrants and the
value of semi-finished stores in the Ordnance Factories as on
1-1-1959, 1-10-1960, 1-4-1961 and 1-10-1861 (the years to which the
warrants related to be indicated ) ?

What was the present position regarding the warrants opened
during and prior to 1953-54 in the two factories referred to in Audit
para where the expenditure on these warrants amounted to Rs. 74
lakhs on 3-3-19587

(b) Of the total value cf semis, what was the value of stores
which were expected to be utilised against current requirements
and of those considered surplus?

(c) What was the percentage of the semis to the total production
«during the years 1958-69, 1859-60 and 1960-61?
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Establishment of a Machine Tool-cum-Prototype Factory, Pars 17,
Pages 15—18 .

107. Mention was made in paragraph 13 of the Audit Report
1954 of the establishment of a fully equipped Machine Tool-cum-
Prototype Factory (c.f. para 33 of 14th Report of the P.A.C.—Ist Lok
Sabha and paras 83-83 of 17th Report of the P.A.C.—2nd Lok Sabha).
The {actory has three main sections viz. (i) Prototype Section, (i)
Machine Tool Section, and (lii) Artisan Training School

Prototype Section

108. The development of indigenous designs for 14 items of arms
and ammunition were entrusted to this Section from time to time. But
only in seven cases had the development work been completed. Of
the remaining scven items, work on three items was discontinued
after incurring an expenditure of Rs. 1,33,723 approximately on one
item. The other four items were still under development. An ex-
penditure of Rs. 8-03 lakhs had been incurred till the end of 1958-59

on development work.

109. Explaining the present position, the Director General, Ord-
nance Factorics stated that one of the items was under trials and it
would be taken up for bulk producticn shortly, the immediate
requirement being of the order of 2 lakh units. The annual require-
ment of this item would be of the order of 60,000 units.
Had this item not been developed indigenously but taken
up after importing designs, the expenditure in terms of
foreign exchange on the first year's production would have
been about Rs. 10 lakhs. It was urged that this saving
on one item alone had more than compensated for the rupee
expenditure of Rs. 8:03 lakhs incurred on the entire development
work. Two more items had been completed which might be brought
into service. Development of indigenous prototypes was a type of
research work which did not yield beneficial results immediately. Im
reply to a question the witness stated that the fourteen items referr-
ed to in the Audit para were taken up for development by the fac-
tory at the instance of the Services and after approval by the Minis-
try of Defence, In regard to the three items abandoned by the fac-
tory, the Controller General, Defence Production stated that in one
case the item was replaced by another by the time it was developed,
while the other items were not accepted by the Services. But the
expertence gained in designing these items would be useful in future,
Asked whether a review of the work done by the Factory was being
carried out periodically, the C.G.D.P. replied in the affirmative. Im



1958, the Section had been taken out of the administrative control of
the D.G.O.F. and placed directly under the Defence Science Orga-

nisation.

Machine Tool Section

110. The Committee were informed that the total production of
machine tools during the period of 6 years from 1953-54 to 1958-59
was Rs. 63 lakhs. It was Rs. 45 lakhs in 1959-60 and Rs. 47 lakhs
in the current year. and was expected to be Rs. 48 lakhs in the
next year- The Committee asked the reasons for non-utilisation of
the full capacity of the factory which resulted in non-absorption of
the entire preliminary expenses amounting to Rs. 8676 lakhs and a
portion of development charges amounting to Rs. 23-52 lakhs upto
the end of 1958-59. The D.G.O.F. stated that the factory had been
originally planned for designing prototypes for which work &
number of machine tools and skilled personnel were required. But
as the production of prototype could not keep the labour fully en-
gaged, it was decided to utilise a part of the capacity of the factory
for machine tool production in order to keep the skill alive.
Machine tool production was therefore a subsidiary function of the
Factory. Now, the costing of machine tools was being done as if
the Factory had been designed entirely for production of machine
tools with the result that the overheads of the factory amounted at
prescnt to 1,000 per cent. of the direct cost of production of machine
tool which was unrealistic. Accordingly, certain fixed and variable
charges could not be absorbed, and also losses were being shown
on the sale of machine tools. The question of levy of overheads on
machine tool production was under consideration in consultation
with the Ministry of Finance (Defence).

111, In regard to the development charges of the Machine Tool
Section, the Committee were informed that this represented the ex-
penditure incurrced by the factory on developing its own designs.
Unlike the Hindustan Machine Tool Limited which had entered into
a collaboration agreement with foreign firms for the manufacture
of the various types of machine tools this Factory depended upon
its own resources for design making. The six types of machine
tools developed by the factory were under production. It was
originally expected that the development expenditure would be re-
covered fully in the course of six to seven years, but due to the
(accumulated) abnormally high overhead charges the cost of pro-
duction exceeded the sale price. In case realistic overheads were
charged on the machine tool production, the preliminary expenses
and development charges could have been wiped out and there
would have been no need to write them off in part.



112. The Committee desired 10 know the reasons for the abandon-
ment of the production of one type of machine tool and develop-
ment of four other types after incurring an expenditure of Rs. 328
lakhs. The D.G.OF. stated that on the recommendation of the
Machine Tools Committee which had been appointed in 1955-56 to-
review the production of various types of machine tools in the
country, Government agreed to abandon the production of the:
particular item in the Machine Tool Prototype Factory, which over-
lapped the production programme of another manufacturer. In
reply to a question the witness stated that the target of production
of machine tools in the factory was originally fixed at Rs. 55 lakhs
per annum.

113, According to Audit a loss of Rs. 8:13 lakhs was incurred up-
to the 3lst March, 1959 on the sale of machine tools even on the
basis of reduced cost of production which excluded preliminary ex-
penses (Rs. 8676 lakhs), expenditure on overheads during 1953-54
to 1955-56 (Rs. 68'63 lakhs) and a portion of development charges
(Rs. 23:52 lakhs). The D.G.OF. stated that the said reduced cost
did not exclude the entire overheads; it excluded only the cost of
machine tools intended for prototvpe production. Without taking
into account the entire overheads, substantial profits could be made.
The Comptroller and Auditor General pointed out that these facts
had not been brought to the notice of Audit. The Additional Sec-
retary stated that Audit had been requested to drop this para as it
did not give the correct position, but complete comments of the
Ministry could not be forwarded to Audit within the prescribed
period of six weeks. After the Audit report was printcd, the Minis-
try did not consider it necessary to forward their comments to
Audit. In this connection, the Committee drew the attention of the
witness to the recommendation made in para 6 (Introduction) of
their 29th Report (2nd Lok Sabha) that if, in exceptional cases. it
was not possible to furnish to audit comments on draft Audit paras
within the prescribed period of six weeks, the correct position
should be furnished to the Committee through Audit, even if it be
after presentation of the Audit Report. After some discussion the
witness admitted that there had been an omission on the part of
the Ministry. The Committee desired to be furnished with further
information on the following points:—

(a) What was the total amount of preliminary expenses and'
development charges incurred upto the end of 1960-61?

Had any decision been taken regarding writing off of prelimi-
nary expenditure and unabsorbed overheads? Why were
the orders issued in December, 1960 for the write off of
Rs. 96.28 lakhs representing the total amount of preliminary
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expenses and unabsorbed overheads cancelled in Febru-
ary, 19617

(b) What were the production targets for machine tools for
the years 1959-60, 1960-6! and 1961-62 and what was the
actual production against these targets?

(¢) Why was the sum of Rs. 68'63 lakhs incurred as over-
heads during 1953-54 to 1955-56 excluded from the cost of
production? Are all overheads included in the cost of
production under the present costing procedure?

(d) On what basis were the sale prices of machine tools sold
to the civil indentors fixed? Why were the sale prices
fixed even lower than the reduced cost of production?

Artisan Training School

114. The Artisan Training School started functioning in 1950 but
due to defection of skilled artisans after completion of training the
factory had not becn able to have the requisite complement of train-
ed personne!. This resulted in delay in  production of machine
tools.

The Committee were informed that the demand for skiMlad
workers in the country being in excess of supply, all personnel
trained in the School could not be retained in the Factory; never-
theless industry in general had benefited from  the  training im-
parted at the School. The security of military information was also
not risked thereby as the training given was not of a secret nature.
In reply to a question, it wag stated that any further increase in the
amount of bond money was not contemplated as such a measure
would stand in the way of poor people desirous of joining the train-
ing. It was pointed out that out of 792 workers trained upto 1938,
only 130 remained in the factory which was a matter of concern
in so far as it had affected production, The D.G.O.F. stated that
the Factory had been able to retain only 25 per cent. of the trained
personnel due to its pay scales being lower than those in the private
industry. The intake of trainees had been increased from 100 to 250
by revising the original scheme of four years’ course in the Machine
Tool Prototype Factory to two years’ fundamental training in
different Ordnance factories followed by two years' training of
selected trainees in the Artisan Training School.

Purchase of Timber by an Ordnance Factory, Para 18, page 18

115. Between August, 1951 and June, 1952, contracts were execut-
ed by the Director General of Supplies and Disposals with three firms
for supplying Burma Teak Squares to an Ordnance Factory. Out
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of the total quantity of 278,457 cft. received from the firms -
November 1951 and October, 1962, 1,63,084 cft. was found on
ed inspection at the Ordnance Factory to be much below
tions and was rejected by the factory. The suppliers, however, re-
fused to take back the rejected quantities and insisted on full pay-
ment as the timber had been duly inspected and accepted by the
factory's inspecting staff prior to despatch. The entire stock had
been lying unused at the factory for § years, pending a settlement
with the suppliers and the case was pending with arbitration. The
value of this timber in terms of contract was abqut Rs. 34 lakhs ot
which 80 per cent had already been paid to the firms. Two inspec-
tors and one Assistant Works Manager were dismissed from service
and criminal cases were also instituted against them by the Special
Police Establishment.

Ev

116, The Director General, Supplies and Disposals informed the
Commitice that of the three contracts, two cases were referred to
arbitration. In one of the cases, when the arbitrators could not
come to en agreement, the matter was referred to an Umpire who
gave hizs award on the 31st December. 1960 In pursuance of the
award, the firm had taken back only 636 pieces of timber and Gov-
ernment had agreed to pay the firm for the remaining quantity.
The Umpire had observed that the timber having been once accept-
ed by the factory's representatives the rejection was not valid as
thare was delay in conveying the final rejection to the firm by the
consignee. As a result of cases of this type the practice of purchas-
ing timber from private parties had been stopped and it was now
being obtained from Government agencies. Further, contracts now
provide for rcference of disputes to a sole arbitrator whose deci-
sion is final. This would ensure quicker settlement of disputes.
In reply to a question, the D.G.S. & D. stated that a clause already
existed in the contracts under dispute that notwithstanding the
acceptance of supplies by the buyer's inspectors, the consignee had
the final right of rejection on receipt of the consignments. This
was the basis of Government's case in arbitration. According to
Audit the third case was not referred to arbitration pending receipt

* award in the above mentioned case, as the facts in the two cases
were similar. The Secretary, Ministry of Defence stated that the
third flrm had offered to receive back a certain quantity of timber
and refund 90 per cent payment received by it from Government
and also the transport charges.

Delay in disposal of unwanted machinery—Para 19, Page 18

117. A power-house was erected at an Ordnance Factory in 1945
at a cost of about Rs 15:04 lakhs including plant and machinery



53

worth about Rs. 7:81 lakhs and was supplying power till September
1947. In September 1947, an agreement was made with an electric
supply administration for supply of power to the Ordnance Factory.
The Power House at the factory was, therefore, put out of commis-
gion in that month. Since then no action had been taken to put
either the building or the plant and machinery to an alternative use,

118. The D.G.OF. informed the Committee that the power-house
tiad been erected as a standby unit during the last war. Con-
sequent on the improvement in the supply of power by the local
electric supply administration. the factory authorities suggested in
1958 that there was no need for the standby set. But on reviewing
the position it was considered unwise to dispose of all the generat-
ing sets of the power-house considering that the power supply
situation at the station would be uncertain for some time. The
Defence Secretary stated that a major policy decision had been
taken by the Ministry of Defence in 1958 against the disposal of
surplus equipment and stores in the ordinary course as experience
had shown that items disposed of were often required soon after
and had to be acquired at higher prices. Accordingly, it was decid.
ed to retain the plant in the present case as a standby, in considera-
tion of the increasing defence production and demand for power
supply, although at one stage it was considered surplus to require-
ment. As against the factory’s power requirement of 5,000 KVA,
the present supply from the electric supply administration was only
4,040 KVA. The Administration had agreed to increase it slightly,

but until a supply of 6,250 KVA was assured a standby plant would
be necessary.

119. According to Audit, the factory authorities stated in Feb-
ruary 1961 that the plant could not be utilised without major reno-
vation and that it would be uneconomic to run it. The D.G.O.F.
stated that there was difficulty in operating the different generating
sets of the plant in unison. It had been decided to recondition one
generating set of 1,000 KW capacity for being kept as a standby.

Delay in manufacture and loss incurred due to heavy rejections—
Para 20, Pages 18-19

120. In June, 1948 and August 1950, three orders for the supply
of a total quantity of 69,000 units of an ammunition item, were
placed by the Master General of Ordnance on the Director General.
Ordnance Factories. The orders were to be completed by March,
1952. In connection with these orders, an Ordnance Factory placad
demands for empty cast iron bodies on two other factories. One
of these factories started manufacture in 1949 and the other in 1952.
As the progress of manufacture of the empty bodies in these two
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factories was not satisfactory, the indenmtor factory itself undertook
manufacture of the empty bodies, in 1954. Upto end of May, 1960,
the first factory was able to supply only 8,120 acceptable units, the
rejections being 8,619 units; the second factory completed only
1,853 units till May, 1960, the rejection being 8,528 units. The in-
dentor factory which commenced production of the empty bodies
in 1954 was, however, able to complete 34,400 units, the rejections
being 4,915 units. Thus, while in respect of the same item of pro-
duction there had been rejections in two factories representing 106
per cent and 460 per cent of the number successfully completed, in
the third factory, the corresponding rejcction was only about
14 per cent. The loss due to the rejections amounted to Rs. 1:98
lakhs.

121, The Committee wanted to know the reasons for heavy re.
jections in the two factories on which orders for empty cast iron
bodies had been originally placed. The D.G.O.F. stated that it was
difficult to explsin now the reasons for rejections which took place
during the period 1950—52 when the production of the store was
initially started. The orders placed on the two factories were sus-
pended in 1954 and later the production was discontinued in one of
the two factories. Some of the bodies produced in the other fac-
tory which had been previously rejected were subsequently accept-
ed partly as a result of rectifications made and partly by relaxing
the standards of tolerance where this would not have affected the
efficiency and safety of ammunition. The bodies were manufactur-
ed according to an Indian design and the standard of tolerance im-
posed was very rigid in the initial stages. The bodies were now
being produced in this factory and the indentor factory.

Wasteful erpenditure incurred in manufacture—Para 22, page 19

122. An order for the manufacture of 900 units of a component
was distributed in August, 1956 by the Director General, Ordnance
Factories between two Ordnance Factories. Upto end of March,
1959, the factories had manufactured 650 and 166 units at a cost of
Rs. 914 and Rs. 1,978 each respectively. The additional cost in the
second Ordnance Factory was Rs. 1-77 lakhs, which was caused
mainly by heavy rejections.

123. Explaining the reasons for the abnormal difference in the
cost of production in the two factories, the D.G.O.F. stated that the
higher production cost in the second factory was mainly due to its
higher overheads, being 900 against 343 in the first factory for the
same job. The second factory carried high overheads as it was a
new factory having plant and machinery acquired at a higher cost,
and utilisation of its capacity was low. According to Audit, the

i-.,‘.: “.
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labour charges in the second factory were 198 as against 108 in the
first factory. The D.G.O.F. stated that the difference in labour
charges was due to inclusion of the forging cost in the case of the
second factory while in the first factory this item was included in
the material cost, as the forgings were received from another fac-
tory. When Audit pointed out that even the combined labour and
material cost in the first factory was 536 as against 846 in the second
factory, the witness stated that the higher cost in the latter was
due to more rejections, initially due to lack of experience. Exclud-
ing the rejections the labour and material cost in the first and
second factories came to 503 and 615 respectively. In justification
of placing the order on the second factory, it was stated that its
idle capacity had to be utilised and the personnel had to be train-
ed. In case no order had been placed on the second factory its
overhead charges would have remained uncovered to that extent
and reflected in the loss. It was added in reply to a question that
rejections in the second factory were not foreseen.

Execution of civil trade orders by the Ordnance Factories, Para 38,
Page 30.

124. To attract civil trade orders 1n Ordnance Factories in order
to utilise the labour and capacity rendered surplus at the end of
the last war it was decided in May, 1953 that only direct charges

iz. cost of labour and material at current rates, and a percentage
of variable overheads only as distinguished from fixed overheads,
should be charged as price. Every civil trade product was at the
same time costed in the usual manner as for Defence stores, so that
the difference could show the short recovery from civil trade.
During the six years from 1853-5¢ to 1968-59 the amount short re-
covered was Rs. 2'06 crores. As against this short recovery, some
factories showed an excess recovery or profit. The total excess re.
covery during the same period amounted to Rs. 164 crores. Ac-
cording to Audit a large part of this profit was due to sale of
ferrous and non-ferrous products such as ingots, billets, rods, strips,
etc. where the value of raw materials was the major item, in the
cost of production. And the raw material used had been diverted
from stocks acquired for Defence purposes in the days of low prices.
These profits were, therefore, more apparent than real.

125. The Committee were informed by Audit that the facts given
in this case had been based on the Financial Review of the Ordnance
and Clothing Factories prepared by the Ministry of Finance
(Detence): According to para 6'4 of the Financial Review for the
year 1958-59, the loss in the Ordnance Factories arose mainly in the
engineering factories which was an indication that the cost of pro-
duction was still not competitive. In extenuation the Director
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eneral, Ordnance Factories stated that the civil trade orders were
taken up by the Ordnance Factories in order to utilise their idle
<apacity. In order not to saddle the prices with high overheads,
the factories had been authorised by Government to charge prices
between the minimum cost of production (representing the csst of
labour and material and a part of variable overheads) and the maxi-
mum cost (inclusive of fixed overheads). With the increase in
production the overhead charges had been fully covered and during
the last two financial years there were profits of Rs. 23 lakhs and
Rs. 24 lakhs, respectively.

128. Referring to the statement that a large part of the excess
recovery of Rs. 1-64 crores during the period 1953-54 to 1958-59 was
due to sale of ferrous and non-ferrous products the raw materials
for which had been acquired at Jow prices, the D.G.O.F. stated that
the position as stated by Audit was not correct. The Additional
Financial Adviser stated that the facts contained in the Financial
Review had not been challenged by the Ministry of Defence pre-
viously. According to the Review the comparative profits made on
the sale of ferrous and non-ferrous products vis-a-vis other items
were as below:—

Year Profits at:ributab le 10 ferrous Profi s on other items
and non-ferrous products
1953-54 Rs. 10.8 lakhs Rs. 0.32 lakhs
1954-%5 Rs. 18.18 ., Rs. 0.15
198556 Rs. 54.60 ,, Rs. 0.02 ,,
1956-$7 Rs. 36.04 ,, Rs. 0.06 .
1957-59 Rs 20.00 Rs. 1.14

The Committee were informed by the Controller General,
Defence Production that during the period 1959-60 to 1960-61, out
of the total profit of Rs. 34 lakhs, that attributable to the sale of
ferrous and non-ferrous products was Rs. 21'4 lakhs, which was in-
clusive of nearly Rs. 127 lakhs on steel. It would not be justifiable
to treat the profit on steel as fortuitous as it was produced from
scrap obtained at controlled prices which could not thus have been
undervalued. Audit were informed in December, 1960 that it was
not correct that the raw materials were diverted from stocks ac-
quired for Defence purposes or obtained from depots and diverted
to civil trade. Raw materials were usually diverted for trade only
if they were not fit for Defence production. An explanation was
also then given to Audit as to how the profits had actually been
made. Asked whether this explanation would be acceptable to the
the Ministry of Finance (Defence), the Additional Secretary stated
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that under the existing practice all explanations given to Audit were-
routed through the Ministry of Finance (Defence). The witness
promised to check up whether in the present case the Ministry of
Finance were consulted before sending the explanation to Audit.

Contract with a foreign firm for the manufacture of tractors—Para
39, Pages 30-31

127. Mention was made in Audit Report, 1960, about the conclu-
sion of a contract in September, 1958 with a Japanese firm for the
purchase and manufacture of certain types of tractors. The
assembly/manufacture starteu in May, 1959, instead of in April,
1959, as planned. Against the production programme of 370 trac-
tors to end of December. 1960, only 135 were assembled/manufac-
tured in the Ordnance Factory. Another 103 tractors were also.
imported in a “ready for road” condition, for sapply to indentors.
In the planned programme it was also envisaged that 750 tractors
would be completed by the end of December, 1962 and the indigen~
ous contents therein would be progressively increased from 10 per
cent during 1958 to 70 per cent by the end of 1962. It was claimed
that this would result in a saving of Rs. 320 lakhs in foreign ex-
change. Upto June 1960 the factory had placed orders on the
foreign firm for components for 340 tractors. The saving in foreign
exchange in regard to these tractors worked out to Rs. 35 lakhs.
According to Audit the programme of assembly/manufacture fell
far short of the target.

128. At the instance of the Committee, the Controller General,
Defence Production stated that the indigenous content in the trac-
tors produced was only 32 per cent in December, 1960. It was ad-
mitted that there had been a set back in the production programme.
On account of the lapse of yen credit no orders were placed during
the year 1961 except for 40 tractors. For the ycar 1962-63, the pro-
duction target was 220 to 240 tractors. An order for 250 tractors
was in hand and a yven credit equivalent of Rs. one and a half crores
was being released. As regards the savings in foreign exchange it
was stated that the total saving of Rs. 70 lakhs had been achieved
to date, out of which Rs. 42 lakhs were on tractors and Rs. 28 lakhs on
attachments required by the indentors. In regard to the prices the
Committee were informed that the tractors produced in the Ordn-
ance factory were cheaper than American ones; it cost Rs. 1,70,0600
as against 1,90,000 of a caterpiller. Asked if any further complaints
had been received regarding the working of tractors produced by
the factory, the C.G.D.P. stated that certain complaints made by the
Dandakaranya Project authorities had been removed in pursuance
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«of the recommendations of the two technical officers of the Central
‘Water and Power Commission appointed to enquire into the matter.

129. The Committee then adjourned till 15.00 hours on the 10th
-January, 1962
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131. The Committece took up further consideration of the Appro-

priation Accounts (Defence Services), 1959-60 and Audit Report,
1961,

Audit Report (Defence Services), 1981

Navy
Purchase of a defective dredger—Para 25. pages 22-23

132. A dredger purchased at a cost of Rs. 35'51 lakhs from a
foreign country was received in India in September, 1957. The
vessel was approved by an English firm appointed as the Govern-
ment's Naval Architects. The contract included a clause according
to which the builders were required to guarantee the efficient work-
ing of the dredger and its machinery for a period of six months after
being set to work in India, and make good at their expenses, any
parts or defects in the vessel or its machinery attributable to faulty
design, material or workmanship. During the trials in Bombay in
September, 1957, the dredger was found to have unacceptable vibra-
Hions necessitating replacement of its propellers. Even before the
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Aeceipt of the new propellers, the Director of Naval Construction
communicatd a provisional acceptance of the dredger to the builders,
in September, 1957. The new propellers were received and fitted to
the dredger in December, 1957 and after trials on 9th and 10th
December, 1957, the dredger was finally accepted by the  Naval
. authcrities on 10th December, 1857. In May. 1958 i.e., within six
months of the final aceceptance of the dredger, it was found to have
gone serivusly out of order and had to undergo major repairs lasting
till September. 1959 and involving an expenditure of about Rs, 2
lakhs. The purchaser (the Director General, India Store Depart-
ment) could not press a claim agninst the firm by involving the guar-
antee clause, as the Captan Superintendent, Dockyard. Bombay had
already 1ssued a certificate to the builders that the guarantee period
had expired on 10th March, 1958 i.e. six months from the date of his
provisionul acceptance of the dredger,

133. The Board of Enquiry which was constituted in June, 1958
to investiyate into the case made the observation that conditions that
led to the damages had perhaps existed ever since the ship was taken
over by the Navy, that the ship had been accepted without a proper
examination of its boilers by the Engineer Officer, and further that
no examination had been carried out to ascertain the state of the
ship's machinery and the boi'er before the expiry of the guarantee
period. The Booard also found that there had been faulty maine
tenance leading 1y exeessive accumulation of oils and hard carbon
deposits. The Officers responsible for the faulty maintenance were
conveyed displeasure of the Chief of Naval Staff.

1M Explaining the circumstances for issuing a provisional accep-
tance of the dreduer after trials in September, 1957, even though
no provision {or tus existed in the contract, the representative of
the M nistry of Dofence stated that, as the dredger was required for
urgent dredging work, it had to be accepted provisionally on the
11th September, 1957, The acceptance  was subject  to necessary
chanurs being mude to the propellers and other machinery by the
builirrs as required to eliminate the unacceptable vibrations to the
satisfaction of the Navy, The dredger could not have been set to
work uniess a provisional acceptance was issued. The builders fitted
the vessel with new propellers at  their cost, and it was finally
accepted in December, 1957 after trials, The Comptroller and
Auditor General referred to a letter from the Director General,
India Store Depariment stating that, as the vessel had heen provi-
sionally accepted by the Navy on the 11th September, 1957, the buil-
ders did not agree io the guarantee period commencing from 10th
December, 1957 »n which date it was finally accepted. The repre-
.sentative of the Ministry of Defence stated that according to the
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commenced from the date the dredger was set to work in India ie,
11th September, 1957, The break-down that occurred in May, 1958
was thus after the expiry of the guarantee poriod. Even the Law
Minisiry to whom o reference was made on  recript of the legal
opinicn frum the D.G.1S.D. stated that the issue of the provisional
certificute could not he said to have aperated (o the financial dis-
adveniipe of Government, Therefare, even if the vessel had been
set Lo work withsut the issue of a provisional certificate, the effect .
would have been the same under the provisions of the contract.

13, Referting to the finding of the Board of Enquiry  that the
conditions that led to the damage to boiler had perhaps existed ever
since the ship was taken over by the Navy, the reprosentative of the
Ministry of Defence stated that the finding of the Bourd had not been
accepund by the Navil Headguarters and  the Ministey  of Defence,
The Neval Hesdguarters came to the conclusion that the domage to
the {irnuces of the dredger was attributable to lock of proper maig-
teniee hy the Navy and not to any structural defects. For the lapses
fn momteminee, three officers were conveved with the Chief of Navol
StaT's divplenzure and ¢ sailor was reprimuanded. The Nanval Head-
quiiters Jelt that suffivient evidence did not exist to secure convic-
tion of the officers coneerned in a Court Martial.

Acquisition of a mine sweeper—Para 27, pp. 24-25

136, A newly constructed mine sweeper acquired from the United:
Kingdom Government at a cost of about Rs 48 lakhs started on her
maiden vovage to India in August, 1955. On the 9th October, when
the ship was nearing the harbour, the star board engine suliered a
majcr brewk down. A Board of Enquiry convened in the same month.
to investigate into the case was unable to come to a definite conclu-
sion as to the cause of the damage to the engine The contractual
responsibility of the builders in respect of the defects of this nature:
coming to notice in a maiden voyage was not, however, known either
to the Government of India or to the Naval Adviser in the UK. On
a reference to the UK, Admirality in January, 1957 it became known
that the guarantee period of 12 months expired after a year of the
basin trial which had been carried out on the vessel long before the
maiden vovage was completed. The engine was shipped to the
makers, on opening which they found that a number of parts had
been removed prior to the shipment without the knowledge of Gov-
ernment. This prevented the makers from determining the cause
of damage to the engine. The cost of the repairs when completed
was found to be Rs. 85,384 against the estimate of Rs. 30,000.



137. Referring to the expiry of the guarantee period long befors,
the completion of maiden voyage of the mine sweeper, the Commit-
tee enquired of the Financial Adviser if the Ministry of Finance were
satishied with the purchase procedure adopted in  this case. The
Financisl Adviser stated that the mine sweeper was  purchased
through the UK. Admiralty: there were no direct contractual deal-
ings with the makers. According to an arrangement, the Admiralty
had agreed to place orders for ships required by the Indian Navy in
the sanie manner as for the Roval Navy, The expenditure in regard
to such transactions was also subject to the UK, Audit as in the case
of the Admiralty. Such trunsactiors were on a Government to Gova
ernunent basis, und the Admiralty exercised the necessary checks in
the prucurement action.

138. As regords the question of responsibility for the damage to
the engine, the Committee were informed that this could not be fixed
as the Board of Enquiry appointed to invest:oo - into the matter
could not come to any definite conclusion .. o the cnuse of  the
damage. On his attention being drown to the observation of the
Board of Enquiry that the stoker mechanies horne on the vessel had
inadequate training, the representative of  the Naval Headquarters
stated that before being posted to new ships the Indian Naval Per-
sonnel were usunlly attached to the Admiralty ships having similar
engines; in the present case also a detachment of saflors was sent to
the Admiralty for training. Courses of training in internal combus-
tion engines had since been introduced :n India in order to equip the
persnnnel put in-charge of such cngines  with adequate know-how.,
To a question how a number of parts of the cngine  were removed
before its shipment to the UK. for repairs, the Defence Secretary
replied that those parts had been removed and used in repairing other
engines already in service. )

Equipment lying idle—Para 28, page 25

Sub-para (a) 139. In December, 1954, Government sanctioned the
construction of two vessels of a particular type at a total cost of
Rs. 82 lakhs. Machinery and equipment for the vessel were to be
purchased from the United Kingdom and the hulls were to be built
in India. Machinery and equipment worth about Rs. 17 lakhs were
indented for in January, 1955 and received in 1957. They had been
lying in stock since then as a contract for the building of the hulls
had not been placed (September, 1960).

140. The Committee were informed that an order for construction
of the two vessels was placed on the 12th November, 1860 with the



64

Mazagann Docks which had been recently taken over by Govern-
ment.  The machinery and equipment were in good condition and
would be utilised without any loss to Government.

Sub-para (b) 141. Certain equipment was imported from the
UK partly in 1855 and portly in 1958 at a cnst of £31,000
(Rs. 4,13.333). It had been lving idle in stock since receipt, as  the
Naval authorities had not finalised their plan for fitting the equip-
ment (December, 18605

142, The Committee were informed that it had been originally
plunned to intal the equipment on an island near a Port, but the
Port Trust Authorities eoncerned did not approve this proposal. Con-
sequently another site was chosen. Now another site was considered
# belter choice where the equipment might be installed.  According
to Audit, similar equipment costing about Rs, 3.24 lakhs  imported
from UK. vcarlier was also lving idle.  In extenuation, it was stated
by the representative of the Naval Heudquarters  that that equip-
ment which was ordered in 1951 was also required for the same pur-
pose but it eould not be utilised due to the non-availability of  the
site considered more suitable. The equipment was in good condition
and would be fully utilised.

Ascence of control over production costs in the Naval Dock Yard—
Para 289, pp. 26-26

143 In paragraph 52 of the Audit Report, 1952, comments  were
made on the non-preparation of estimates in respect of jobs executed
in the Naval Duckyvard and consequent absence of control over pro-
duction costs,  (The preparation of estimates in respect of repair &
refit works had been dispensed with in 1942 for the duration of the
war).  In para 63 of their Ninth Report (First Lok Sabha) the Pub-
lie Accounts Commitiee while expressing the view that absence of
estimates provided opportunities for all kinds of mistakes recom-
mended that Government should take steps to train sufficient man-
power in cost accounting and estimating work, They were informed
by the Ministry of Defence in July, 1953 that the Captain Superin-
tendent of the Dockvard was building up data for the preparation of
correct estimates and that a “Library of Costs” based on the statis-
tics of the past expenditure was being compiled. A Statistical Sec-
tion was also formed in the Dockyard in 1954 to collect data regarding
past actual expenditure. But in May, 1960, the Ministry of Defence
informed Audit that the question of preparation of estimates in res-
pect of repair jobs was to be referred to a Technical Committee, the
appointment of which was under the consideration of Government,
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144 The Committee enquired about the action taken on their res
commendation regarding the preparation of estimates for the jobs
executed by the Naval Dockvard. 1t was stated by the Secrelary,
Ministry of Defence that cost of the jobs was being pre-estimated
since 1953 for works of additivns and alterations in ships and  jobs
undertaken for private bodies. This svstem could not be cxtended
to the repair and refit of ships for lack of experienced staff. At one
time it was proposed to refer this matter to a Technical  Commitlee
appuinted in pursuance of the recommendations  of the Estimates
Committee made in their 8th Report, but subsequently it was decid-
ed not to do so considerings that this question was not relevant to the
speciiic purpose envisaged by the Estimates Committee, It wax urged
by the representative of the Neval Headquarters that it wan diffle
cult to pre-estimate retit ond repair works with reference to the de-
fect list with any degree of accuracy so as to approximate to the work
actually required to be done which could be known only after strip-
ping the machinery. Government had come to the conclusion that
properiy organised estimating section would be necessary for making
some kind of pre-estimating on the basis of the library of past couts
in respeet of similar repae and refit work. In reply to a question the
witness stated that the Statistical Section set up in 1954 was engaged
on pre-estimating works oiher than repair and refit works. Andit {n-
formed the Committec that out of the total expenditure of R 1505
crores during the peviog TH30-59, no detaled estimates were prepar-
ed in respoct of expencitire of s 177 crores. When the Committeoe
expressend eoneern that the recommendation made by thera i 1953
had not been tmplemeniod, they were assured by the Defenes See.

retarye ther acetion ool o e taken an ths behal! because of un-
foreseen difficaltios: he 0P that the setting up of an organiction
for pre-estumating wore o o reeepving atlention,

Air Force

Infroeneon o eependitee oo uneampleted overhou!  of wireralt—
Para 32--p. 27

145. Nine aireraft. of a eertain tvpe, were sent to Hindus<ton Afre
craft Ltd. betweon Cetoher 1955 and October, 1858 for overhaul, In
November, 1958, while the overhaul work was in progress, the Air
Headquarters issucd orders for the reduction of five of these  aire
craft to spares. The remaining four aircraft were also ordered to
be reduced to spares, in May, 1959. An expenditure of Rs. 2.21
lakhs incurred on the partial overhaul of the nine aircraft up to
1959 thus became infructuous.



146. The witness stated that the aircraft in question were from
the war-time stock and had been reconditioned for use. Eight of the
aircraft had been sent to the Hindustan Aircraft Limited during the
period October, 1955 and October, 1958 for normal overhaul and one
for cannibalisation. Following some accidents invclving this type
of aircraft, a Board of Survey was set up by the Air Headquarters
in September, 1957 to test the performance of all such aircraft and
recommend which of them should be retained in service. At the
time of the survey the 8 aircraft with the HAL were in different
stages of overhaul. In the light of the report of the Board, it was
decided to reduce the aircraft to spares which were needed for serv-
icing other aircraft still in service and which were not available
even in the country cf their origin. Asked whether it was not possi-
ble to avoid expenditure on the overhaul, the representative of the
Air Headquarters replied in the ngative, for the accidents took place
when the aircraft were under various stages of repairs in the HAL.
The Committee desired to be furnished with a note stating the
dates of the accidents, the appointment of the Board of Survey and
of the submission of the Board’s report.

Injructuous expenditure on a Launch—Para 33—Page 27

147. A Twin Screw Launch fitied with marine diesel engines, was
purchased in 1353 by the Air Force at a cost of £14,935 (Rs. 1,99,000)
for use at a particular station for air-sea rescue work. But ever
since the receipt of the launch, it could he used for a total period of
about 238 hours upto August. 1960. It was found that the launch
was not capable of operating in shallow waters due to the propellers
being fitted lower than the keel, which made it a hazard to take it
out on a coast full of submerged rocks just below water level. Nor
was the launch seaworthy to be used in the open sea. In May, 1959,
the Air Force authorities recommended the disposal of the launch on
the ground that because of its operational limitations, it would not
serve any uscful purpose for air-sea rescue work anywhere.

148. The Committee were informed that the launch in question
was the best among those available for purchase in 1953. It was kept
in readiness at Jamnagar from 1953 for air-sea rescue work but no
occasion actually arose for using it for rescue work. For want of
certain necessary spares the vessel was not sea-worthy for two vears.
It was later moved to Porbandar for use in the Porbandar-Dwarka
range. The presence of the launch helped to keep the morale of
pilots hish ngainst any risk of accident. The Comptroller and
Auditor-General referred to a report that the launch had not been
used for the purpose intended ever since its receipt because of its
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«operational limitations. It was stated by the representative of the
.Air Headquarters that the report was submitted by the commander
.concerned at the time of formation of the Porbandar-Dwarka range
in connection with a proposal for the purchase of another air-sea
.rescue craft, as the existing one could not sail 40 miles into the sea.
On his attention being drawn to the minutes of a meeting held on the
25th June, 1959, where it was agreed that the launch could not serve
any uscful purpose for air-sea rescue work anywhere and that it
should be handed over to the Navy, the witness stated that this meet-
ing was also held in connection with the purchase of a new launch.
The whole position was subsequently reviewed by another committee
which submitted its report 0. 27th October, 1960. The launch would
-continue to be in use till a better type of craft was available. The
launch was being used for the same purpose bv the Royal Air Force
‘before its purchase by India.

Irregular payments of Daily Allowance—Para 34, pp. 27-28

149, In March, 1955, Controller of Defence Accounts (Air Force)
noticed certain over payments of dailv allowance made by a Unit in
1954-55, to « large number of Air Force Officers, and asked the Unit
to recover the cverpavments from the officers concerned. The total
overpayment was about Rs, 28,600. While the Unit forthwith took
steps to disallow similar claims of daily allowances, it did not take
any steps to recover the overpayments. The case was reported to the
Air Headquarters in May. 1956, who decided in January, 1957, that
the amounts in question should be recovered as the payments were
not covercd bv any existing rule. But soon afterwards, in June, 1957,
the Air Headquarters ordeved the recoveries 1o be withheld pending
-a final decision.

150. Explaining the latest position of the case, the representative of
the Ministrv of Defence stated that Government issued orders on the
12th Sep.ember, 1961 waiving the recovery of the overpayments. As
regards the delay in arriving at the final decision. it was stated that
the Air Headquarters were awaiting a decision on the general case
taken up by the Armyv Headquarters, but which did not get through.
The case was thereafter taken up by the Air Headquarters in May,
1960. Audit referred to an earlier recommendation of the Public
Accounts Committee that every payment of money to a public ser-
vant was and must be regarded as a debt owed to the public and ah
possible action should be taken to recover it with dispatch. The
Secretary, Ministry of Defence stated that, in the present case Gov-
ernment had decided to waive the recoverv of overpayment as a
-gpecial case after thorough examination. Suitable remedial action
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had been taken to guard against cases of non-recovery of overpay-—
ments brought to notice by the Accounts authorities. Asked to ex—
plain the special nature of the case warranting the waiver of recover-
ies, the representative of the Air Headquarters stated that the officers
concerned would have been put to hardship, as they had received the -
payments 5-6 years before,

Unnecessary purchase of stores—Para 35, p. 28

151, Two indents for 56 numbers of an equipment were placed in.
March and September, 1956, and a contract for the supply was con-
cluded on the 11th February, 1957 at a cost of £7,651. Meanwhile,
in January, 1957, it was decided to replace this equipment by another
and on the 20th February, 1957 and indent for 54 numbers of the
latier was also placed. On the 23rd August, 1957 an atlempt was
made to cancel the contraci for the original equipment but in view of
a sum of £500 being demanded by the contractors as compensation
for the cancellation of the contract, it was allowed to stand.

152. The Committee were informed that a proposal to cancel the
order for the original equipment was made under a misapprehension
that it could not be used with a new type of aircraft brought into
service. But it was subsequently found that the equipment was
suitable for such aircraft also. Audit pointed out that 87 numbers of
the original equipment were subseguently ordered in August 1957, of
which 56 numbers were again proposed for cancellation in  March,
1958. The representative of the Air Headquarters stated that it was
originally considered that ithe number of equipment ordered would
be in excess of the requirement but on a re-assessment of the re-
quirement it was found that there would be no surplus.  Actually
there was a deficiency of the equipment at present. Audit pointed
out that the relevant papers connected with the fixation of scales
etc. had not been made available for scrutiny.

Purchase of a Crash Barrier—Para 36—p. 28

153. In March, 1957, Government sanctivned the purchase of one
set of Crash Barriers with maintenance spares, for use at a particular
air-field, to minimise risks of damage to aircraft, due to failures or
overshoots at take-off or landing. The purchase was considered to be
urgent and a contract was placed in June, 1957, for a set of Crash
Barriers, for £9036-11-1 (Rs. 1,20,487). The set was received at the-
airfield in October, 1958, but because of its peculiar design and other
technical difficulties it had not been possible to utilise the set at that
air-field.
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154, The Committee asked whether the Crash Barrier had since
been put to use. It was stated by the representative of the Ministry
of Defence that the set of Crash Barriers was being used and a further
order for 9 more sets had been placed.

Loss due to fire in a Wireless Transmitting Station—-Para 40—pp. 31—
33

155. A fire broke out on the night of 29th;30th October, 1958 in an
Air Force Signal Station causing damage to the buildings and equip-
ment. A court of inquiry convened on 31st October, 1958, under the
orders of the Air Headquarters, assessed the loss at Rs. 12,867,290 out
of which Rs. 10,78,248 represented the value of 63 wireless transmit-
ters and Rs. 1,88,132 the value of buildings, fixtures and furniture.
The court in its report dated 18th December, 1958 attributed the fire
to intense prolonged sparking in the worn out weather proof electric
cable and held the Military Engineer Services responsible for the
fire due to failure to observe certain safeguards. The Engineer-in-
Chief’s Branch did not accept the conclusions of the Court that the
Military Engineers Service was responsible for the accident. A
special committee under the Chairmanship of a Joint Secretary of the
Ministry of Defence appointed on the 30th June, 1959 sugges:ed on the
available evidence that the fire was possibly caused by short circuit
in the electrical installations though they also considered tha! sabo-
tage or wilful arson as a possible cause of the fire could not be ruled
out. Since the cause of the fire could not be precisely ascertained
the Commiltee could not fix responsibility unreservedly on anyone.
They, however, held the Military Engineer Services and the user sers
vice responsible for various lapses. The report of the Committee
was considered by the Defence Minister's Inter-Services Committee
which came to the conclusion that the building, wiring and other
fitting were defective in many respects and that there were some
omissions and defects in the day to day supervision of this building
and its fittings by the Services concerned. Government had since
sanctioned the purchase of 37 wireless transmitters at a total cost of
Rs. 59,24,350 to replace those lost by the fire.

156. The Committee enquired about the disciplinary action taken
in this case. The representative of the Ministry of Defence stated
that the two officers who were found responsible for lack of attention
had been warned by the Chief of the Air Staff. One of the officers
was found responsible for drafting a civilian lady for training as a
telephone operator and the other for not showing adequate initiative
and leadership on the day of the fire. Necessary instructions had
also been issued to the Services concerned to prevent recurrence of’
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the defects in maintenance noticed in this case. Asked whether
mere communication of warning to the officers was an adequate
punishment, the Defence Secretary stated that the officers concerned
were responsible for only ordinary lapses; the actual cause of the fire
could not be determined.

Master General of Ordnance Branch

Downgradation of vehicle due to improper maintenance—Para T—
pp. 9-10.

157. On an examination of 2,623 vehicles in a Central Ordnance
Depot, a Board of technical officers constituted in June, 1957 found
that 2,280 vechicles had to be downgraded to class V, i.e.. reparable
necessitating major overhaul, 159 to class VI i.e.,, beyond economical
repairs. The Board observed that no proper pre-siorage maintenance
had been carried out on the vehicles as required under Regulations,
and that even though the Vehicles Mainicnance Record Cards showed
that periodical maintenance had been completed, vet physical in-
spection of the vehicles by the Board revealed that this had not been
done. About 50 per cent. of the vehicles were neither jacked up nor
were their tyres inflated thercby damaging abeut 1,300 tvres. Some
petrol tanks were found full of water. most of the vehicles had rusty
petrol tanks bodies, road-springs, shock abszorbers and rings. Even
nests of birds with eggs laid in them were found on engines and
baitery cradles. No action had been taken to fix responsibility for
the faulty maintenance pointed out by the Board and no loss state-
ment had been prepared.

158. The Committee were informed that the deterioration of
vehicles in this case took place mainly due to their normal ageing and
storage in the open for about eight years, being exposed to the incle-
mancies of weather, due to lack of covered accommaodation in the
depot. As for the observation of the Board regarding lack of proper
maintenance, it was urged that the fact that most of the vehicles
which were in repairable condition in 1949 continued to be in  that
condition upto 1957 indicated that maintenance to the extent possible
had been done. There was, therefore, no cquestion of fixing res-
ponsibility on any particular individual. The loss on account of the
down-gradation of the vehicles from class IIT/IV to class VI was pro-
resed to be written off.

159. The Committee were assured that the provision of covered
storage accommodation in the depot was proceeding gradually, and a
number of vehicles at present lving in the open would be brought
under cover by the end of the year. All the ‘A’ vehicles had already
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been provided covered accommodation. To a question whether the
observation of the Board regarding lack of proper maintenance had
been examined, no specific reply was given.

Crane lying idle in stock—Para 9—pp. 10-11

160. A crane of ten ton capacity was purchased by the Master
General of Ordnance in 1954, at a cost of Rs. 1'05 lakhs. It was lying
unused at an Ordnance Depot, till September, 1955. Later it was
despatched to a Central Ordnance Depot where it had not been instal-
led and put to use (September, 1960).

161. The Committee were informed that at the time of ordering
the crane, the lay-out of the depot, ie, widih of the roads, was not
taken into consideration. The crane wasz first put to use in January
1938 but it was put out of commission owing ‘o difficulty in using the
roads in the depet. After constructing a track, the depot authorities
had started using it towards the end of December, 1960.

Quarter Master Genera''s Branch

Delay in rent recovery—Pura 12—p. 12

162. Upto April, 1952, the rent for Government buildings let out to
privaie parties used to be culculated on the capital cost exclusive of
the departmental charges {or establishment. tools and plants, etc.  In
April, 1932, by an amendment to the rules, :t was prescribed that full
departmental charges should be taken into account for the purpose
of arriving at the cupital cost of such buildings. Re-assessment of
rent under the revised rules was not made i most of the garrisons in
one Commund until 1958 »nd as a result, an amount of Rs. 1:53
lakhs was oustanding for recovery on 30th Nuvember, 1858 represent-
ing the difference between the revised rents {rom April. 1952 and the
rents already recovered.

163. It was urged before the Commitie2 that the amendment to
the rules had been circulated in 1952 by the Manager of Publications
in the form of & covrecti~n clip. In the Command in question, the
authorities concerned denied having received the correction slips.
The unit accountants attached to the garrisons concerned, who had
not been supplicd with separate copies of the rules and who had to
depend on the velumes kept by the garrison engineers, had also no
knowledge about the amendment. The receipt of the correction
slips circulated by the Controller of Defence Accounts to the various
Inzpection Officers in the Command could also not be traced except
in two cases. Later, when the amendment came to notice, action was
taken to reassess the rent under the revised rules. Out of the total
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amount of Rs. 1,53,000 outstanding as on 30th November, 1958 a sum:
of Rs. 89,000 had been recovered by the end of September 1961. As:
some of the private parties affected had already vacated the accommo-
dation, it might not be possible fo effect recoveries from them.

164. By way of remedial measures instructions had been issued on
the 26th September, 1961, that Government decisions having financial
implications or modifying the basic regulations should be published
in Service Instructions or Service Orders. Asked if any inquiry was
made to ascertain whether the correction slip was not in fact received
in the office of the Chief Engineer concerned, the Secretary, Ministry
of Defence stated that although according to the Manager of Publi-
cations, the correction slips were circulated to all the then existing
units and formations he was unable to confirm this due to lapse of
time. no acknowledgements having been asked from the addressees.

Irregular retention of Government accommodation—Para 13, pp.
12-13

165. A Junior Commissioned Officer transferred in November, 1955
to a station which was not an operational area, applied for permis-
sion to retain his quarter at his old station on the ground that he was
proceeding to an operational area. This misrepresentation of facts
was endorsed by his Commanding Officer while forwarding the appli-
cation. The mistake came to light in June, 1956, hut even then no
action was taken against him for pre-varication or to get the quarter
vacated or rent realised at market rate, as required by the rules. The
first action to realise rent at market rate was taken in Sepiember
1958. The officer continued to retain the quarter and he was reposted
to his old station in December, 1959. The rent recoverable from
November, 1955 to December. 1959 was Rs. 13.433 out of which only
Rs. 5,563 was recovered till June 1960. Thereafter further recovery
of the arrears was suspended under the nrders of Government on the
ground that it was causing financial hardship to the officer. It was
mentioned before the Committee that the Officer Commanding who
endorsed the misrepresentation of facts bv the JCO, has been con-
veyed severe displeasure of the Army Commander. Under an order
issued in November, 1961 it was decided to charge 50 per cent. of
market rent plus water charges from the JCO. It was not possible
to take administrative action against the JCO before he retired on
23rd July, 1961. According to Audit the Ministry of Defence had
explained in extenuation that even if action had been initiated against
the JCO while he was in service, dismissal or premature termination
of service would have been too drastic a punishment and the only
punishment could have been a censure; and such a punishment was
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Jpointless because it could only affect future promotions for the officer.
In reply to a question, the Secretary, Ministry of Defence replied
'that he was not satisfied with the handling of the case.

Uneconomic acquisition of land—Para 10—p. 11

166. In November, 1959, Government sanctioned the acquisition of
770 acres of land at a station, at a cost of Rs. 7:02 lakhs. This land
had been originally requisitioned in 1941, and had ever since been
in occupation of the Army Authorities, on an annual rent of Rs, 2,920.
According to Audit there was no compelling necessity for acquiring
the land and it was not clezr why the status quo could not have been
continued, as the life of the “Requisitioning and Acquisition of Im-
movable Property Act”, under which this land was requisitioned, ex-
tended upto 1964.

167. The Committee were informed that the land had been actually
-acquired at a cost of Rs. 1'4 lakhs, much below the market price.
The original sanction of Rs. 702 lakhs issued in November, 1959 was
based on the estimate given by the Collector and was subject to vari-
ation in accordance with the final award of the Collector. In justi-
fication of the delay in the acquisition of land, it was stated that in

some cases, attempt to acquire land at below market rates took some
time.

Avoidable erpenditure incurred on storage of petrol and aviation
fuel—Para 11—pp. 11-12

168. In 1956, Government decided to utilise two existing bulk
storage tanks of petril for holding reserve stocks of aviatian fuel.
Accordingly, the two tanks were emptied during January and June,
1957 of their contents and an approximate amount of Rs. 1,80,500
was paid to three Oil Companies to whom the stocks were handed
- over for storage as storage and handling charges. In June, 1957,
aviation fuel costing about Rs. 18:40 lakhs was purchased and stored
in one of the tanks without examining the suitabilitv of the tank for
its storage. The fuel got contaminated in the tank within a short
period. In September, 1957, it was found that the tank was unsuit-
able for storage of aviation fuel, and that the stock of fuel would
become unfit for use if it continued to be stored in the tank. The
filled tank, was, therefore, emptied of its contents by April, 1958
-and the stock of aviation fuel handed over to one Oil Company for
'storage. In August, 1958, modifications were carried out in the two
tanks to make them suitable for storage of aviation fuel at a cost of
Rs. 62,000. According to Audit the entire expenditure totalling over
Rs. 2,52,000 incurred in emptying the two tanks of ordinary petrol,
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storage and handling charges paid to the Oil Companies, and refitting
them for storage of aviation fuel should be regarded as infructuous.
Further, the non-utilisation of the Defence stocks of aviation fuel had
resulted in locking up of Government funds to the extent of Rs. 18.4
lakhs. Fresh purchases of aviation fuel continued to be made from
the oil company.

169. The Committee were informed that in 1956, Government had
decided to reduce the reserve stock of petrol in view of increasing in-
digenous production and to increase the reserves of aviation fuel
which used to be impurted. The two bulk storage tunks which weie
emptied and utilised for storage of aviation fuel were due for normal
cleaning in June, 1957 and September, 1956, respectiveiy. In view of
this, it was urged, the ependiture incurred on the cleaning and over-
haul of the tanks (i.e.. Rs. 2,270 according to Audit) was not infructu-
ous. In June, 1957, when one of the tanks was filled with aviation
turbine fuel, it was [it for that purpose under the then existing
specifications. But subsequently on periodical tests. some sulphate
deposit was detected. and the tank was not considered fit for long
storage of aviation fuel, the specifications of which had been ui:'rad-
ed. It was accordingly decided to hand over the reserve stock to a
private oil company to be returned to the Defence Services as soon
as required. When Audit pointed out thzt the technical Develop-
ment Establishment had stated in October, 1956, that the tanks were
unsuitable for long storage of fuel, the representative of the Ministry
of Defence denied having knowledge of this. He added that accord-
ing to the oil companies which were consulted at that time, the tanks
were fit for the storage of aviation fuel. The representative of the
Ministry of Defence also denied the statement contained in the Audit
para that the aviation fuel stored in the tank had contaminated.
The stock was actually taken over by the private oil company as on
specification under a liability to return it as immediately on demand.
So there was no loss to Government on this account

170. The Committee were informed that the tanks as modified had
been leased to the Indian Oil Company (a Government company)
from the 18th May, 1960. The expenditure incurred on the modificz-
tions of the tanks had been included in their capital cost and had been
taken into account while assessing the hire charges recoverable from
the Indian Oil Companv. It was proposed to sell the tanks ultimately
to the Company, after the price of the land on which they stood had
been settled with the local authorities concerned. In view of this,
1t was urged, there would be no loss to Government on account of the:
modifications carried out in the tanks. Asked whether any checks
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were being made to ensure that the private oil companies were keep-
ing the requisite reserve for the Defence Services, the representative
of the Ministry of Defence stated that no inspection of stocks with
the companies was being done, as they also held large quantities for
other civilian users, such as Indian Air Lines Corporation and Air
India International. Some surprise checks were, however, recently
made through the Ministry of Steel, Mines and Fuel who were satis-
fied about the position. The Committee were assured that the policy
regarding the keeping of fuel reserves for the Defence Services with
the private companies was kept under constant review. The Minis-
try of Steel, Mines and Fuel exercised a careful check in the matter.
To a question whether the two tanks leased to the Indian Oil Com-
pany were actually being used for the storage of aviation fuel, the
witness replied that according to the agreement with the Company,
it was required to maintain g certain stock of aviation turbine fuel
on behalf of the Defence Services in one of the tanks, while the other
tank would be used for storage of its own fuel. The Company was
gradually building up stocks.

171. Before the Committee adjourned, the Chairman thanked the
witnesses. The Committee then adjourned sine die.



Proceedings of the 44th sitting of the Public Accounts Committee
held on the 26th March, 1962

172. The Committee sat from 15°00 to 17°00 hrs.

PRESENT
Shri C. R. Pattabhi Raman—Chairman

MEMBERS

Shri Aurobindo Ghosal

. Shri Purushottamdas R. Patel

Shri K. K. Warior

Dr. Shrimati Seeta Parmanand

Shri Lalji Pendse

Shri Rajeshwar Prasad Narain Sinha
Shri Jai Narain Vyas

R - S R O X

Shri G. Swaminathan—Addl. Deputy Comptroller & Auditor
General.

Shri P. D. Seth—Director of Audit, Defence Services.
SECRETARIAT

Shri V. Subramanian-—Deputy Secretary.

Shri Y. P. Passi—Under Secretary.

173. The Committee took up consideration cf their draft Forty-
third Report on the Appropriation Accounts (Defence Services)
1959-60 and Audit Report, 1961 and approved it, subject to some
modificaticns and additions.

174. The Committee authorised the Chairman to present the
Report to Lok Sabha on their behalf.

They also authorised Shri R. P. N. Sinha/Jai Narain Vyas to lay
a copy of the Report on the Table of Rajya Sabha.

175. Before the Committee adjourned, the Chairman and some
Members of the Committee made appreciative references to the assis-
tance rendered to them by the C & A.G. and the Lok Sabha Secre-
tariat in their work.

176. The Committee then adjcurned sine die.
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APPENDIX 1

MINISTRY OF DEFENCE
D(AIR. I)
Information desired by the Public Accounts Committee at their
sitting held from 8th to 10th January 1962 regarding para 32 (In-

fructuous expenditure on uncompleted, overhaul of aircraft) Audit
Report (Defence Services) 1361.

Question I—On what dates did the accidents involving the air-
craft take place which led to the decisions to have the aircraft
undergcing overhaul in the HAL reduced to spares:

Answer—The following aircraft were involved in flying accidents
on the dates shown against them:—

Aircraft S. No.* Date of accident
() (FATAL) sth July 1955
(ii) (Completely wrecked) sth February 1958

In addition to the above, there were six other minor accidents the
details of which are given below:—

Aircraft Date of Nature of Accident
No.* Accident
(i) 17-11-1955 Severe vibration on No. 2 engine.
(ii) 7-10-1955 Vibration on No. 3 engine.
(iii) 3-3-1956 Severe vibration on No. 2 engine.
(iv) 7-3-1956 Vibrations on No. 1 engine.
(2] 12-10-1957 No. 1 engine vibration and power
surge.
(vi) 29-12-1957 Strange noise was coming all along
with severe vibrations in the tail
unit.

*Aircraft Nos. have been om:tted.
7



Question II. On what date was the Board of Survey appointed
and when did it make a report?

. Answer—Orders regarding the setting up of a Board for survey-
ing all the aircraft for determining their flying characteristics and
their airworthiness were issued on 16th September 1857. The Board
submitted its report on 26th September 1957.

The Director of Audit Defence Services hag seen.

Joint Secretary(A)
13 March, 1962.



APPENDIX I
Summary of main Conclusions/Recommendations

ial ParaNo. Departments’ Conclusions/Recommendations
No. concerned
1 2 3 4
1 3(ntro) Defence (/) The working of the Ordnance Fac-

tories in certain respects has still not
been found to be satisfactory. The
Committee noted considerable delay
in completion of work orders or
‘warrants’ placed on the factories, which
according to the prescribed procedure are
normally to be closed within a period
of three months. Certain ‘Warrants’
which were opened during and prior
to 1953-$4 remained uncompleted on
the 31st ch, 1959. The total value
of semi-finished articles produced as
per the ‘warrants’ outstanding as on
1st March, 1960 was Rs. 10°48 crores.
e need for oetter planning and per-
iodic review of outstanding orders in
the Ordnance Factories has been re-
peatedly pointed out by the earlier
Committees. It is regrettable that
the position continues to be very much
the same.

(%) Rejections in a particular Ordnance
Factory have continued to be heavy
for about 12 years. The Committees
of 1953-54 and 1959-60 had ex-

essed their concern over heavy re-
Jections in the Factory. The Dir-
ector General, Ordnance Factories has
apparently failed to assess all the causes
for heavy rejections during the Iast
several years and take remedial mea-
sures.

(555) The financial results of the working
of the Machine Tool-cum-Prototype




3 4(latro)

Defence

Rehabilitation

Defence .

Finance
Defence

Factory, Ambarnath are disappointing.
It was urged before the Committee
that the factory had been originally
planned for designing prototypes, and

the machine tool production was a
subsidiary function of the factory.
Accordingly, certain fixed and variable
charges could not be absorbed in the
machine tool production. In the
opinion of the Committee if the factory
is to run as an economic unit, it is
time Government take a firm decision
regarding its precise role in the manu-
facture of machine tools required by the
country and ensure that the factory
works upto that target. Without con-
certed efforts, the high overheads would
tend to stifle production.

(t2) There were also set-backs in the

Ordnance Factories, which resulted
in failure to achieve the indigenous
content and foreign exchange saving
targets envisaged.

The Committee desire that the further

information required from the Minis-
tries of Rehabiliation and Defence arising
from the case referred to in 57
of Audit Report 1960, should be sub-
mitted without further delay.

While the Committee note that the over-

all percentage of savings under voted
grants during the year under report
indicates an improvement over the
revious year, they feel that closer
Emso' n with the supplying D ent
will lead to a higher standard of budget-
ing and reduce the gap between the
estimates and the actual expenditure,
The Committee would in this connection
reiterate their recommendation in paras
6 and 4 of the Sixth and Thirty-fifth
Reports (Second Lok Sabha), res-

pectively.

Government should also exercise ut-

most care at the time of obtaining




supplement ts so that Parlie-
mu&?tisnmmzmy‘tgmforaddiﬁonﬂ
supplies which may not

needed.

of a car was 94 nP. per mile
double the current taxi fare. Appar
ently the rates of hire were fixed in
light of the then prevailing costs and
it is not clear to the Committee why
the Ministry are averse to revise the
rates in relation to the present day cost
of maintenance. In any case the Com-
mittee deplore the inordinate delay in
coming to a final decision in the matter,
in spite of the suggestion made from
time to time by the Ministry of Finance
(Defence) for revision of the hire rates
since 1947. They would urge that
there should be a quick decision on this
matter.

8 Defence The normal rate fixed in 194§ for hire
ile almost
the

10 Defence jf. () It is for Government to decide as a
matter of policy “what concessions
should be extended to the Canteen
Stores Department in operational areas.
In the present case, however, it is not
clear to the Committee whether free
transport facilities were provided to the
Canteen Stores Department in Jammu
and Kashmir on consideration of sec-
urity or long road haulage. As the
Canteen Stores Department is being
run on commercial lines, the Com-
mittee consider, that it should legitimate-
ly have its share of transport charges.
In their opinion, to provide such con-
concessions will amount to a grant of a
concealed subsidy which lacks justi-
fication.

(i) The Committee desire that a decision
on the question of the future status of the
Canteen Stores Department which has
been pending for years should be
finalised early.

12 Defeace . ,The Committee consider that the case
referred to in paras I1 and 12 of the
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Report (regarding illegal discharge of
Havaldar Clerks), reflects on the working:
of the Record Offices and the Adjutant

General’s Branch. There was -
unconscionable delay on the part of the

Ministry in coming to a decision. The-
explanation given does not mitigate the

failure of the Officers concerned at the

various stages of the case. The Com-

mittee desire that necessary instructions-
should be issued to prevent recurrence

of such cases.

15 Defence . (1) The Committee regret to find that
there had been grave lapses in the pro-
per pre-storage maintenance of vebicles
according to the findings of the Board
of Enquiry ; needless to state that the
existing regulations had not been ob-
served. They are perturbed to learn
that the records about the periodical.
maintenance of the vehicles are not re-
liable. They strongly urge that serious
attention should be paid to the main-
tenance of the vehicles and the short-
comings pointed out by the Board of
Enquiry should be removed, both
from the point of view of operational:
efficiency and the financial stakes
involved. The Committee would like:
to know the action taken on the obser-
vations of the Board.

(i) As regards the paucity of covered
accommodation, the Ccmmittee have:
already in their previous Reports im-
pressed upon the Ministry the need for
increasing the provision of such accom-
modation in the ordnance Depots
where the stores are lying in the open.
The Committee trust that the Ministry
of Defence are on schedule in the
building of covered storage accommo-
dation.

16 Defence . The Committee suggest that the Ministry
might consider the desirability of sinking
tubewells in the depot to tide over the
scarcity of water.
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9 18 Defence . The Committee regret to observe that the:
case referred to in paras 17 and 18
of the Report indicates lack of foresight
and proper planning. There was also:
delay of several years in utilising the
crane.

10 20 Do. . The Committee do not see why the
Ministry had chosen to be so mild to
the Junior Commissioned Officer who
misrepresented facts and the Command-
er who acquiesced in themn. They desire
that in such cases where officers are
found guility of culpable misconduct,
Government should mete out deterrent
punishment.

11 22 Do. . (f) The Committee were given to under-
stand by Audit that the Technical
Development Establishment had pointed
out in October, 1956 itself, the likeli-
hood of the fuel developing corrosivity
if stored for a long period in these
tanks. (Therepresentative of the Minis-
try of Defence denied having knowledge
of this.) If so, the Committee feel
that filling of one of the tanks with
aviation fuel was ill-conceived. The
Committee do not understand why the
advice of the Technical Development
Establishment was not heeded.

23 Do. . (%) The Committee do not understand
why after modification of the tanks
in August, 1958, the Ministry of De-
fence did not withdraw their reserve
stock of aviation fuel from the private
oil company and store it in the modified
tanks. They would like to know how
the tanks were being used after the
modification till they were leased to the
Indian Oil Company in May, 1960.

12 25 Do. . The Committee feel that the possibility
of converting the weighbridge for wagons
for dual purpose should have geen




13 28

14 31

considered carefully before maku: i the
gurchase. Even after the purchase:

ad been made, all the weighbridge.
need not have been kept pnutihsed ‘
pending the result of experiments to
make them suitable for the dual pur-
pose of weighing lorries and Railway
wagons ; one of the weighbridges coula
have been used for these experiments
while the others could have been
utilised without delay for weighing of
Railway wagons in which g5 percent of
the goods were carried.

It was urged before the Committee of

1959-60 that the heavy rejections in the
Ordnance Factory were mainly due to
non-availability of proper quality of
sand in the country. In reply to a
question, the present Committee wer.
informed that the problem of sand
had been satisfactorily solved. The
Committee are concerned that even
when the requisite quality of sand is
assured, the percentage of rejections
continues to be very high. Apparently,
the Director General of Cgrdnance
Factories had failed to assess all the
causes for the heavy rejections during
the last several years. The Committe.
desire that greater attention should be
paid to this matter. They would like
to know as shortly as possible the steps
taken to reduce the percentage of re-
jectionss

(f) The Committee desired to be furnished

with a detailed break-up of the value
of semi-finished stores in the Ordnance
factories which is still awaited, In the
absence of the information, the Com-
mittee are handicapped in formulating
their conclusions.

(%) The need for better planning and

periodic review of the outstanding
g:c:ets in thtecdl Ordnance factories has

n repeatedly pointed out the
carlier Committees. They weretzsund



that with the reorganisation of the ord-
nance factories on the recommendations
of the Baldev Singh Committee in
1957, the factories would give a better
account of themselves, The Committee
regret to find that the position continues
to be almost the same. Accumulation
of the semk-finished articles over a
number of years tends to show that
these are still being manufactured in an
unplanned and uncoordinated manner.
There is every risk of their being
rendered obsolete and surplus in-
volving Government in heavy losses.
The Committee are concerned at the
large accumulation of semi-finished
articles (Rs. 10.48 crores at the end of
1959-60) and would stress the im-
perative need for review of the out-
standing warrants.

15 39 Defence . (i) The financial results of the working
of the Machine Tool-cum-Prototype
Factory, Ambarnath are far from satis-
factory. Even if it were conceded
that machine tool production is a sub-
sidiary function of the Factory (as
urged by the D.G.O.F. ) and some
allowance is made for the fact that the
Factory had to abandon production/
development of a few types of machine
tools on the recommendation of the
Machine Tool Committee, the per-
formance of the Factory has been dis-
appointing. In para 93 of their 17th
Report (Second Lok Sabha) the Com-
mittee of 1958-59 had expressed con-
cern over the shortfall in production of
machine tools by this factory. The
Committee were given to understand
through a note in September, 1959 that
negotiations were under way for purchase
of designs of machine tools from foreign
manufacturers. Again in September,
1960 the Committee were informed that
the factory had been allotted gear
cutting work for trucks and tractors
manufactured by the Ordnance Fac-
tories in collaboration with foreign
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firms. While the Committee note thet
attempts are being made to utilise’ the

capacity of this factory to the maximun, . .

extent, they deplore that the prodwy
tion in the Factory has continued %
be uncertain ever since its inception.
In their opinion, if the factory is tov
run as an economic unit, it is time .
Government take firm decision re-
garding its precise role in the manu- '
facture of machine tools required by the
country and ensure that the factory
works upto that target. Without con-,
certed efforts, the high overheads

will tend to stifle production. ‘

(1) The Committee were given to under-

stand by Audit that orders have been
issued in December, 1960 for writing
off of the expenditure of Rs. 96-:28
lakhs representing the total amount of
preliminury expenses accumulated upto-.
31st March, 1954 and unabsorbed
overheads upto 31st March, 1956 but
these were cancelled in February, 1961
and the whole question was being re-
considered. The Committee would like
to have a detailed note when a final
decision is taken.

The Committee trust that the question of

retaining a larger number of skilled
personnel trained in the Artisan Train-
ing School! would be kept under con-
stant review to ensure that production
does xliot suffer for lack of trained per-
sonnel.

The Committez deplore the delay that
had occurred in the settling of the dis-
putes. The timber purchased at sub-
stantial cost was lying unused for 9
years with consequent deterioration.
Resort to arbitration is to facilitate
quicker settlement of disputes. It is,
regrettable that the present case has'
been dragging on for an unduly {long
time. The Committee feel that the
responsibility for the delay in the settle-
ment of the cases because of contri-- -
butory negligence of Government offic
should be fixed.




() The Committee would also like to
_ be apprised of the final outcome of the
arbitration in the second case and the

) settlement with the third firm.

a8 47 Defence The Committee were given to understand
by Audit that, upto January, 1961,
only 30,036 units of ammunition had
been supplied to the M.G.O. Branch
against the total order of 69,000 units.
The Committee would like to know
whether the entire quantity on order
has been supplied and utilised. The
responsibility for the inordinate delay in
this case is that of the D.G.O.F. The
Committee do not really understand
why the order for manufacturing the
empties was farmed out by the Director
General of Ordnance Factories when the
indentor factory had itself the capacity
to do it. Such cases cast a reflection
on the working of the Directorate.

i9 49 Do. o (1) While the Committee note the in-
crease in the value of civil trade orders
executed by Ordnance Factories during
the year 1960-61, they trust that steps
will continue to be taken to keep the
prices competitive and to attract more
orders from trade and Civil Depart-
ments. The Committee would also
like to know whether a Sales Organisa-
tion had been set up as recommended
by the Ordnance Factories Re-organisa-
tion Committee (Baldev Singh Com-
mittee).

50 Do. . (&) The Committee would like to be
assured (a) that defence production does
not in any way suffer because of the
civil order and (b) the costing of articles
produced for civil trade is done strictly
in accordance with sound commercial
principles.

20 $2 Do. . The Committee are disappointed at the
set-back in the production programme
of tractors, by the Ordnance Factories
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'!'he trust that every effort willbe made
vernment to make this venture:
sucoess and to achieve the contem-
{!ahted targets without any further de-

(f) The Committee consider it regrettable

that the arrangement entered into with
the foreign Government for the acquisi-
tion of the mine sweeper overlooked

the important requirement regarding

the delivery date and the guarantee
period. They trust that Government
will take necessary steps to avoid such
lapes in future.

(if) Another disturbing feature of the case

is that on opening the engine, the
makers found that a number of parts
had been removed from the engine
before its shipment to the makers

for repairs, without fknowledge of"

Government. The Defence Secretary
stated that these parts had been re-
moved and used in repairing other en-
gines already in service. If so, the
Commirtee feel that, in fairness, an
inventory of such parts should have
been kept and given to the makers at
the time the engine was sent for re-
pairs.

(1) The Committee deprecate the delay

of six years in placing the contract for
building the hulls.

() In all the three cases referred to in

paras 56 to 59 of the Report, costly
equipment ordered and received could
not be installed for want of proper
site. The Committee are astonished
to see such bad planning. In their
opinion, it i3 no consolation to be
assured that the equipment is in good
condition and will be installed soon.
The reasons that led to the same error

being reapated in all these cases require

Investigation,

The Committee are sorry to note that
even eight years after they re-::

commended certain preparatory steps:
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to be taken for framing estimates of
costs of such jobs with a view to having
stricter control, both administratively
and financially no effective action has
been taken thereon. Accordingly in
respect of an expenditure of Rs. 14'77
crores out of Rs. 15.05 crores spent
on repairs etc. during 1950—$9, no-
estimates were prepared. The Com-
mittse are aware that it will not always
be possible to forecast accurately ex-
penses on repair and refit work.
But that cannot be a plea to do away
with the preparation of estimates. On
the other hand, such estimates will
serve as an instrument of control over
fover reitrate thar & beghaning in chis
ore, reitrate that a in
direction should be made without any
further delay as non-preparation of
estimates coupled with absence of ade-
quate administrative control might lead
to various malpractices.

24 66 Defence . If the aircraft were to be dismantled on the
recommendation of the Board of Survey,
the Committee fail to understand why
Government waited till November, 1958
before passing orders in respect of §
air craft and till May, 1959 in respect of
the remaining 4 aircraft. It is obvious
that the infructuous expenditure on
overhaul could have been avoided at
least to some extent had timely action
been taken on the report of the Board of
Survey.

25 69 Do. . The reports of the Air Force Officers
about the operationsal limitations of the
launch raise doubts in the mind of the
Committee about the wisdom of the
purchase. The Committee cannot but
dismiss the plea that the reports about
the operational limitations of the launch
were given in connection with a pro-
posal for purchase of a new craft as it is
patently illogical. The Committee are
a little surprised that the psychological
effects of the presence of tge launch on




the pilots should have weighed with the

officials who were fully aware that the
launch could not have served any pur-
pose in case of accidents. :_y,
therefore, do not see the justification for
retaining the launch in service with re-
curring expenditure on its crew.

In the opinion of the Committee, it was
not correct on the part of the Air
Headquarters to withhold the recovery
of overpayments ordered by the Con-
troller of Defence Accounts (Air Force).
Apparently the inordinate delay in re-
ferring the case to Government for
orders had to a large extent been res-
ponsible for the decision to waive the
recovery. The Committee suggest that
it should be impressed upon the three
Service Headquarters, that disregard
on the part of units and other Defence
establishments of instructions issued by
the Accounts authorities in the matter of
recovery of overpayments should be
seriously viewed. In this connection
they would invite attention to their
earlier recommendation that every pay-
megt of money to a public servant was
™ “ust be regarded as a debt owned
‘ “lic and all possible action
sk 4d be taken to recover it with

diepatch,
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