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I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf, this Forty-Eighth Re- 
port on the Appropriation Accounts (Defence Services), 1963-64 and 
Audit Report (Defence Services), 1965. . 

2. The Appropriation Accounts (Defence Services), 1963-04 toge- 
. ther with the Audit Report thereon was laid on the Table of the 

House on the 11th March, 1965. The Committee examined them at 
their sittings held on the 13th, 14th, Mth, 20th and 22nd January, 
1966. A brief record of the proceedings of each sitting of the  Com- 
mittee has been maintained and forms Part XI* of the Report. 

3. The Committee have appointed a Sub-committee to consider 
the cases referred to in paras 7 & 8 of the Audit Report (Defence 
Services), 1965. The Committee will present a separate report on 
these cases. 

4. The Committee considered and finalised this Report at their 
sitting held on the 5th April, 1966. 

5. A statement showing the  summary of the principal conclusionsf 
recommendations of the  Committee is appended to the Report ( A p  
pendix IX). For facility of reference, these have been printed in 
thick type in the body of the Report. 

6. The Committee placed on record their appreciation of the 
assistance rendered to them in the examination of these Accounta 
by the Comptroller and Auditor General of India. 

They would also like to express their thanks to the oBcen of the 
Ministry of Defence for the co-operation in giving detailed informa- 
tion asked for by the Committee during the course of their evidence. 

R. R MORARKA, 
Chaicmqn, 

Public Accounts hnmSlt.tee. 

*Not pimtrd. (OM qclottylcd copy laid on tbc T.bk d the  hop^ ad &e 
cupL ptrcd in P ~ r l i m ~ n t  Library). 

(iii) 



RBview of expenditure agoinst Gwrrrtr a d  Appropriatiow-hva I- 
Page 1. 

1.1. The totals of the voted grants and charged apx,ropriations for 
the Defence Services during the three years ending 196344 and the 
adhral expenditure are given below:- 

(i) Voted Grants: 

I .  Grants (including supplementary 
Grants) . 

2. Actual expenditure . 
3. Savings . 
4 Percentage of 3 to' I 

(n )  ~ h a G e d  Apprapriaticns 

x. Apgrapriatians (including Supple- 
mmary A?nroprhtions). . 

2. Actual Expenditure . . 
3. Savings . . 
4 Pcrcentegc of 3 to r . . 

Jkuings in/ m e s s  over Grunts-ha 2-Page 1. 

12. During the year there were savings in two greats and an 
access under one grant as detailed below:- 
-"--,"-. -- --*- - --- - --- - -- 

Gn.t No. Fhkd %whn%s(-) 
c3- -4-1 

^ _- -"- --------1.-- 

* (In - of tap#s) 
r x g ~ ~ t a l  Outlay , . zs8.n (-)46-83 



1.3. The Ministry of Defence have submitted a note expiaiafng 
the reasons for the excess expenditure under Grant No. &Defence 
Services-Effective, which is at Appendix I. It  has been stated that 
while it was possible to assess almost accurately the requirement of 
Navy and Air Force during the course of the year and provide for 
these in the final estimates framed in March, 1964 the appreciation 
of the Army's requirement of funds fell short cf the actual expendi- 
ture. It  has been added that it has been found difficult to assess with 
accuracy the total "Customs Duty" charges that would ultimately be 
adjusted in the accounts of the year. This was so because the proce- 
dure of the adjustment of Customs Duty in respect of Defence stores 
was very elaborate. The work involved action by various authori- 
ties and unless prompt action was taken at every stage the adjust- 
ment of the charges was apt to bunch together towards the end of 
the financial year. Most of the adjustments were carried out only 
in the March Final and March Supplementary accounts. It  has been 
further stated that "streamlining of the procedure for speedy adjust- 
ment of customs duty is under consideration and the maintenance of 
Liability Register by the consignees as a step in that direction would 
also be examined in that connection." 

1.4. The Defence Secretary informed the Committee that they 
were trying their best to make the correct estimates for supplies of 
stores but had not been able to find the correct solution to this 
problem. On being asked as to whetber the Ministry could not ob- 
tain a supplementary grant from Parliament, the witness stated that 
most of these payments occurred towards the end of the year. In 
a number of cases the payments were done by book adjustments 
over which the Ministry had no control. He added that the infonna- 
tion regarding these adjustments was not received in time. As re- 
gards customs duty charges the Committee were informed that under 
the present system, the Defence Departm~nt were allowed to clear 
their goods under the 'Note Pass System' and the customs duty waa 
assessed later on. This took time. The payments were not made 
in cash but by book adjustments through the Accountant General 
concerned and quite often there was a tirne-lag in the communica- 
tion of this information to the Ministry. 

la In reply to a further question the Defence Secretary assured 
the Committee that they would do their best to make more accurate 
estimates. But he urged that under the existfng system paymenb 
were made all over the country and the Ministry got the information 
lung after they were made. He added that certain defects were In- 
herot in the system and the best way to ensure that expendityre 
did not exceed the grant was to lay dawn that no payments w m  made 



8 
without the control of a Central authority. A Central control auth* 
rity could be established but it would create other dificulties. So 
they had to balance the relative advantages and disadvantages. 

1.6. The Committee desire that the question of streamlining thd 
procedure to have an effective control over expenditure should be 
pursued vigorousIy and suitabie steps taken in consaltation witb the 
Ministry of Finance to remove the defects in tbe present systgn. 

Subject to the above observation the Committee recommend that 
excess under Grant No. &Defence Services--Effective may be regu- 
larised by Parliament in the manner prescribed in Article 115 of the 
Constitution. 

1.7. As regards the snving of Rs. 46-83 crores which represented 
29.5 per cent of the sanctioned grant No. 115 'Capital Outlay' it had 
been stated that the saving was mainly due to less expenditure than 
that originally anticipated on- 

(a) Works relating to New Factories . . Rs. 17.58 crores 

(b) Plant & Machinery for factory 
Projects-- 

(i) existing factories . . Rs. 823 crores 

(ii) new factories . .  Rs. 110:60 crores - - - - - -- -- 
RS.-18-83 crores. 

According to Audit the budget provision for items a t  (a) and (b) 
(ii) was made on an ad hoc basis in the absence of detailed estimates 
and the actual expenditure on these two accounts did not come up 
even to 10 per cent of the total provision. 

1.8. The Secretary, Defence Production, informed the Committee 
in evidence that in the beginning of 1963 it had been decided to set 
up new factories in the expectation of assistance from foreign mun- 
tries which did not ultimately materialise during the year. He added 
that the amount was surrendered only at the end of the year ;be- 
cause it was hoped upto the end tKat the assistance would be forth- 
coming. On being asked as to why in view of the uncertainty of 
foreign exchange and assistance, a token provision was not made in 
the budget estimates, the Defence Secretary stated that at that time 
it waa expected that it would materialise. He added that the nag- . 
@on made by the C.&A.G. last year, that in'some cases tohrn 
providctm might kt made was being ~s ider td  srtriouslg. In reply 



ta ather qWans  the Secrtrtary Defence Production stated that in 
fie subsequent yeam via, 1864-65 and 1W-M they had been able to 
utihe the budget provisions to a greater extent and the percentage 
af !Savings was araailnr, 

1.8. l"k Cm&ttae rrre sraprised hvw in the h o e  d d e t d d  
estimb rmh large metints were pmdded ia thr, badgat dmrDsr, 
wlYldi llbmrSned lsrgely un-utitised. l b t b r ,  in the epltrloa d $ht 
Committee, when the trend of the foreign exchange and assistance 
was knom there was no justification for retaining the funds upto 
the close of the financial year. The Committee regret to observe 
that the instructions issued by the Ministry of FInance in October, 
1962 (Cf. para 5 of 17th Report of P.A.C.-Third Lair Sabha) for 
m S a m g  d ravhgs iramediately they were forblrsea were not 
00aplisd with in this case. 

Control abet  expenditure-Para 2-Page 2 

1.10. The Audit Report cited certain instances where provisions 
included in the budget for schemes proved excessive or unnecessary. 
Over Rupees 68 crores, representing 56 per cent on the provision 
made in the budget remained unutilised. The Committee have 
already examined in detail a saving of Rs. 46.83 crores in Grant 
No. 115-Xapital outlay vide para 1.9 of this report. They an? 
further examining the following cases: 
- --- --- - - --- -- - 4 .  - -  

Budget Actual Unutilised Pwcmtag : 
Nature of items Provi- apcn- provision of (4) to 

sion diture (2) 



t.1C 3s tbe d Uw %mt i.lbbm, the thrmWee enquhpd 
whether in the absence of a Anal d e c h h  gbbut tW &heme, a 
'taken' pro* couki not have beea madt. The Defence Serretay 
explained that in this case a decision had been taken to form the 
N a t i d  Volunteer Rifles and it was announced in Parliament also. 
Later on, howem,  when the details of the scheme were worked out 
and funds provided, Government changed their W o n .  A final 
decision to give up the scheme was taken in August, 1963 and at the 
time of revising the estimates it wgs indicated that the amount 
would not be needed. 

1.12. As regards items Nos. 2, 3 and 4 the Defence Secretary 
explained that orders were placed on the D.G.S&D. and it was anti- 
cipated that the deliveries would be made during the course of the 
vear. These, however, did not materialist? because of non-availability 
of adequate capacity within the country. This was partly due to 
non-availabili ty of certain components which were to be imported. 
He added that there was also some delay in releasing foreign 
exchange for Dodge one ton chassis. The unspent amount was. how- 
ever. utilised in the subsequent year. 

1.13. Tbe Committee observe that there waq a substantial s m h g  
of Ra 7.73 c r o w  under tbe item 'Purchase of Dodge. one ten eh.so&, 
and Ambulances'. Sfnce adequate capacity within the country to 
supply this item w9a not available, tbc Ministry c d d  not erpect 
supply in time and as such they should not have made a pfOVi5bn 
of mch a substantial amount. Further the difficulties of availability 
of fom&p~ exchange ttc. were also known to the antboritks from 
tbc very beginning and they should have estimated tbeir require- 
ments mom precisely. The Ministry of Deface Plso could ?mve 
imposed a lwnp rum cut to reduce tbc gap between the budget 
estfmrta and actual mpaaditun in these cams. 

account.- Para 3 (i) -Pages 2 - 4  

1.lC (a) This para brought out that as on 30th September, 1964 
in arsore than l6.W cusr of otores despatched to depots, fotmotiam, 



etc. upto 31st March, 1964 credits could not be traced in the ledgers 
of the consignee formations:- 

Army: . 2,110 2,689 
Navy . . .  . 1,056 701 - 
Air Force . 4,911 6,278 
Factories . 5,873 ' 4,624 

(b) In the number of cases shown below receipt vouchers against 
which the stores were actually brought on charge remained unlinked 
with the issue vouchers/packing accounts/invoices till 30th Septem- 
ber, 1964:- 

Army . . . 
Navy . . . 

3,696 
872 

Air Force . . . 23,2 18 
Factories . . . 242 

1.15. The figures included vouchers, etc. in respect of stores yur- 
chased and paid for in  the United Kingdom and other countries in 
Europe up to 31st March, 1964. On the other hand there were 5,748 
invoices valued at Rs. 13.49 crores, as indicated below, which were 
not linked up with the actual receipt of stores up to the end of 
September, 1964. These included 4,151 invoiccs amounting to 
Rs. 5-92 crores which relate to the Air Force. 

Nurnbcr of Amount (in 
Year to which the invoices pertain invoices crorc5 of 

outstandiig wpecs) 

1958-59 and earlier years . . 519 r .60 
1959-60 376 r a 6 1  
1960-61 467 I *23 
1961-62 778 o .92 
1 w 3  1,393 3 -27 
w 3 4  . 24x5 5 86 

51748 =3 '49 



1.16. Similarly in respect of stares purchased through the India 
Supply Mission, washington, invoices valued at Rs. 2:44 crores had 

. not been linked with the actual rece4pt of stores upto the end of 
June, 1964, as given below:- 

Number of Amount fin 
Yeareto which the invoices pertain invoices crorcs of 

outstanding rupees) 

1958-59 and earlier years . I34 0.25 
1959-60 28 (Rs. 40,000) 
IWI 171 
1961-62 

0.64 
299 0.40 

1 961-63 579 0.76 
1 963-64 857 0.39 

2,068 2'44 

1.17. It had also been ascertained by Audit that in respect of 
stores imported through the India Supply Mission, Washington, debits 
for purchases made up to 31st March, 1964 valued at Rs. 5-97 crores 
were accepted provisionally without supporting invoices numbering 
587, of which 456, amounting to Rs. 5.74 crores, related to payments 
made during 195(151 to 1960-61. 

1.18. The Defence Secretary stated in evidence that as on 1st 
October, 1965 out of 16,292 cases referred to at (a) above 5,964 were 
outstanding. He added that while the position was satisfactory in 
the case of the Navy, Army and Ordnance Factories, in the case of 
Air Force out of 6,278 cases 3.845 were still outstanding. One of the 
main reasons for this comparatively unsatisfactory position was that 
the Air Force had to deal with a larger number of items and in 
checking these vouchers, each voucher had to be identified with the 
ult.mate . product. Referring to their recommendation in paras $2 
and 63 of the 33rd Report, the Committee enquired whether an 
officer had been deputed specially for the purpose of clearing these 
arrears. The witness stated that two officers had been appointed for 
this wo*. 

1.19. As regards unlinked receipt vouchers the Secrerarg informed 
1% Committee that the flgure had been reduced to 17,000 as on 90th 
%ptember, 19@, In thew cases also while other Services had made 
substanttal prqgrda9, in the Air Force the cases .had been reduced 



from W00 to 16,090 only. He, however, expressed the hope that 
with the appoiatment of two ofRcers for the Work, the position wodd 
improve. 

1.20. The Committee enquired as to whether any special efforts 
were being made to dea r  the unlinked items valued at Rs. 6.65 crores 
which related to 196162 and earlier years. The Defence Secretary 
stated that there was a special team of ofRcers for the purpose and 
they were going round to see what best they could do to link these 
items. After their work is completed a final decision would be taken 
to dispose of the items which could not be linked. He added that 
out of 5,748 invoices valued a t  Rs. 13.49 crores shown as outstanding 
in the Audit Report, 2,200 vouchers of the value of Rs. 7.7 crores 
had been linked. As regards the stores purchased from I.S.M., 
Washington out of invoices of the value of Rs. 2-34 crores an amount 
of Rs. 1-17 crores was still unaccounted for. 

1.21. On being asked whether the Ministry were satisfied with the 
present procedure wherein the Chief Accounts QfRcer of the High 
Commissian ii: U '; rn.3 Full ~ a y n e n t  on the proof of despatch of 
material after the shipment uf the goods to India, !.r., the paying 
officer was not required to verlty before maklng payment whether 
the go& had been actually received or not by tbe ultimate 
consignee, the Defence Secretary stated that the procedure followed 
was practically the same as was followed with regard to all corn- 
mercial houses. With regard to Defence Stores. they were received 
in packed condition in U.K. and shipment was arranged by rhr 'ffigh 
Co;mmission. The goods were, however, checked on recei:~t with 
the invoices etc. He added that in the linking of invoices several 
authorities were involved. 

1.22. On a suggestion whether payment could not be made some 
time after the receipt af the goods, the witness stated tha' it may not 
be quite practkable but he added that the question could better bc 
answered by the Ministry of Supply. 

123. The Committee f e d  comemtd to note that despite their 
repeated o h a t b u s  (para 87 of 17th Report & pun 62-63 d 33rd 
Bqmt-Ttrird Lok Sabha) the position b4 store ac~0un. t~  Or stilt fat 
from sstisfactory, m d  the number d outstanding vauchm bad been 
pduallj iacreadng. Since, in the abovatc of proper W n g  ot these! 
vouehm it cammt be e n d  that tbe wttul e n t i t y  d stoms that 
rBoald have rezeivtd by the c a d g n m  tias wtrullg baaa racaiu- 
dbyhQa,andt lsde lry iatb&tp. t ta irhrralht*atbcrSJtd 



1.24. As regards tbe existing ppl.ccdmc for W n g  d Stores p- 
chased in U.K. and paid for by the Chief Accounting o8&cer of tba 
Indian High Commigsion, the Committee understand from Audit that 
wch payments are Anally booked by the Chief Accounting Oftieer as 
a hunp sum. A list of such payments is not received by the Dcfence 
Accounts Otflcars in India and they are not in a position to ensure 
that aSI the stores paid for in tbe U.K. have been received m India 
and taken on charge in the books of the Defence consignees. In this 
connection the Committee understand that one copy of the Mechani- 
cal form (Duplicate claim copy of invoice and packing accountp) is 
now being retained in the Chief Accounting 086cer's office as a sprua 
The Ministry of Defence may examine, in consultation with tho 
Dgrslrtment of Supply, whether this copy couM not be ut i l id  by 
the Chitf Accounting Officer to support tbe lump sum figures Backed 
by him in the Accounts and sent to the C.G.D.A. so thnt the latter 
might link them up with receipted packing accounts received from 
the ultimate consignees. The Committee a1.w feel that in view of 
the time-lag in verifying whether the stores paid for have heen 
retuully received or not, the Ministry of Defence in consultation 
with Department of Supply should carefully examine the feasibility 
d importing goods on D.A. terms (Dncrrmenl against Acceptance). 

Outstanding audit ohjecrions-Para 3 (z i ) -Page 4: 

1.25. 72,188 objections raised up to 31st March, 1964 were reported 
to have been outstanding an 30th September, 1964. It hwi becn 
ascertained that the number of more important csbj~ticn:~ included 
in this figure was 806 and their monetary value, where it could be 
assessed, was Rs. 3-26 crores approsimately. Out of these. 616 
objections had been raised prior to 30th September, 1963 and their 
monetary value, where it could be assessed, was Rs. 2 30 crores 
approximately. 

1.26. The Committee were informed of the following progress 
made in the clearance of outstanding objections: 
---" ---* "-." , --"- --" ----- - ---... - - ~ - - -. -- .. --- - . - -- . 

Objections outstanding Ptuitinn as on 
on 30-s-CCS - --I .."---" ---- . . - *- - . * - -  " .- - -- 3u-g-6s - -- - .--- - - 

(i) Objcaiclru 72,256 . 46.455 
Perwining to 
Internal Audit 

(ii) Tess Awiit mo . 6co 



l.27. Asked about the posftiop1 of older cases, the Defence Seem- 
tary stated that the ud-hoc Committee had been able to resolve 1,XlO 
objections and there wars still a balance of 4,200 cases, which would 
take about 6 - 4  months. Out of the 616 objections of a more import- 
ant nature which were raised prior to October, 1963, 130 had been 
resolved. 

1.28. The Committee regret to note that such a large number of 
audit objections should have been pending with the administration. 
They trust that the Ministry of Defence would take W h e r  step to 
elear the dder cases and ensure thaA the authorities give prompt 
attention to objections raised by audit in future. 

Appropdation Accounts (Defence Services), 1963-64 

RouSao of M.E.S. expenditure-Pam 31 (h)-Page 27: 

1.29. The Controllers' reports indicated that the amount of over- 
paymeat/short or non-recovery from contractors was Rs. 28-79 lakhs 
at the end of the year under rwiew as against a sum of Rs. 25.03 
lakhs at the end of the previous year (1962-63). 

1.30. The Committee desired to know the year-wise break-up of the 
amount of over-payment short or non-recovery from contractors 
which was outstanding at the end of 1983-64. They also enquired 
about the steps proposed to be taken to bring down the outstanding 
amount. They were informLd that out of Rs. 28-79 lakhs Rs. 8-87 
1akh.s had k n  cleared. Out of the balance (Rs. 19.92 lakhs) Rs. 14'96 
lakhs related to cases pending in law courts or under arbitration, 
cases worth Rs. 4.96 lakhs were under correspondence. An amount 
of Rs. 0-94 lakhs was being written off. The witness promised to 
furnish a statement, giving the year-wise break-up'of the total amount 
outstanding at the end of 1963-64. 

1.31. In a note* subsequently furnished to the Committee (Appen- 
dix II) the Ministry had stated that Army Headquarters had not 
got the information as to the year in which the claims actually arose 
against individual contracts. The informatian was being obtained 
from the concerned authorities, However, a statement showing 
contract-wise break-up of the outstanding amaunt of Rs. 19-67 lakha 
(out of the total outstanding amount of Rs. 19.71 Iakhs) by the 
yews to which the claims related disclosed that iunounts wem 
outstrading since as far back as the year 1941-42, and the bulk 02 
the amounts were outstanding for more than 10 years. 
-^ ---._-- _ _Î __. ^ _ -___--._ _ --_-.. 11--1- 

*Nos V m d  by Audit. . I 



1.32 The Committee regret to note that over-payment/short 
r&ovsty and mn-recovery should be outstanding for such a long 
period. They desire that all cases excepting those pending with the 
cour& or under arbitration should be settled within a year and a 
report sent to them. 

Caws of loveer etc. finally dealt  with during the year-Pages 31-57: 

133. The cases of losses etc. finally dealt with during 1963-64 and 
included at  pages 31-56 of the Appropriation Accounts (Defence 
Services) 1963-64 indicated that even minor cases had been dragging 
on for a number of years. 

1.34. The Analisation of certain cases of losses relating to pre- 
partisan period, finally dealt with during the year, had also taken 
more than 16 years. 

1.35. Explaining the delay in the findisation of the cases of losses, 
the Defence Secretary stated that the cases were gone into to see 
whether m y  responsibility could be fixed for the losses. He added 
that in disciplinary cases there was reluctance on the part of officers 
to write off the losses. He promised to examine the matter In con- 
sultation with the Financial Adviser to see how finalisation of these 
cases could be expedited. 

1.36. The Committee may be informed about the outcome of the 
prnposcwi review, the streamlining of the procedure and the steps 
taken or proposed to be taken to expedite the disposal of tbese m. 



Non-utilisation/ouer-provisioning of impo~ted s tores-Para 9- 
Pages 8-9: 

21. Four items of equipment (totalling 83 numbers) intended for 
being fitted to a Service Aircraft, for night photography, were pro- 
cured by Air Headquarters during 1959-61 a t  a cost of Rs. 6'11 lakhs 
from abroad. These had not been put to any use till December, 
1984 for want of two items of ancillary equipment which were still 
in the development stage abroad and had not been cleared for bulk 
production. 

2.2. While nine numbers of one of the four items costing Rs. 1.03 
lakhs were still lying unutilised, an indent for an additional quantity 
of 28 numbers of the same item was placed by Air Headquarters in 
April, 1963 and the stores were supplied at a cost of Rs. 37.333. Thew 
were received in the country in June, 1964. 

2.3. The entire stock of the equipment valued at Rs. 648 lakhs was 
lying unutilised. 

2.4. The Committee desired to know if Air Headquarters had taken 
technical advice before ordering the equipment and whether any 
enquiries were made about the availability of the ancillary items. 
The  Defence Secretary stated that a t  the time of placing orders for 
the main equipment. Air Headquarters were fuUy aware of the fact 
that certain other itefns would be needed to make it fully operative. 
The ancillary items were under development and it  was then reason- 
ably assumed that development would be successful. But jt so 
h a p p e d  that the develapment project had not yet been sueceaaful. 
He added that necessary steps were now being taken to procure the 
equipment from other countries and also to develop them within 
the country. One instalment had already been received which war 
being tried. The witness further stated that the order to obtain the 
equipment at that time was a deliberate decision and that it was 
reasanable having regard to all the circumstances of the case. 

23. On being asked as to whether they cauM not wait till the 
whole equipment was developed and ?roved k, be mtirfwtoiy for 
operatjonal use, the Defence Secretary dated that that would have 



hen a safe measure to adopt and that it was normally done. But 
the risk in such a case, he added, was that the main equipment might 
n d  have been available by the time the ancillary items were ready. 
He added: 

"This is a judgement that one makes with regard to the future" 
and that "The individual concerned had to make the best 
judgement in t h e  circumstances then prevailing." 

2.6. It  is unfortunate that the judgement exercised by tbe authe- 
ritias in this case resulted in the locking-up of funds in costly equip- 
ment which could not be used s~ far. The Committee feel that when 
wch items the development of which is not proved are to be 
purchased, thc decision must be taken at the higheit level after con- 
sidcr*hg an the pros & cons and examining the alternative availablt. 
The Committee would like to be informed of the progress made in 
tLe  proeuremont of ancillary itema 

b 

2.7. As regards the additional order for certain items d equipment 
worth Rs. 37,333 placed in April, 1963, the Secretary admitted that 
it was a mistake and that the system was also defective. Under the 
existing system the total equipment was divided in various group 
m d  it was dealt with by several sections. In this case one of the 
groups after issuing the items to the unit treated them as having 
been consumed and placed a demand on Air Headquarters. There 
was also a wrong classification bv the person concerned when this 
order was placed. He added thA such mistakes had occurred in 
other cases also where equipment was being dealt with by several 
groups. The question as to how such defects could be removed was 
being examined. 

28. The Committee regrct to abserve that an order w u  pbccd 
fu &a equipment without m y  demand from tbc user unit. Apart 
fmm the procedural dafects, the case also djllChms I.& of m-ewdina- 
tka and proper supervision by higher authorities in tbt matter af 
frpottr ot costly equipment. The Committee suggest that immdate 
rtspo should be taken to remove these ddects in Oss proesd~n wbkb 
rkbrlb in wing d an indent fa a d d i t i d  quantity of sq-t 
w@aat pwpsr justification. Tbe Cammlttss weald alse U e  to kaew 
QLa drbchlaa taken to develop the equipmuat within the m w .  

* 



Non-utilisation/delay in utilisatiim of imported equipment-Para 1 0 ~  
Page 9: 

2.9. The Audit para cited instances where costly equipment pWr- 
chased from abroad had not been fully utilised as given below: , 

Item (i) : Portable aitfield lighting equipment: 
2.10. Four sets costing Rs. 3-71 lakhs approximately were purchas- 

ed during 1957. One set was put to use for 2 months only. in Octg- 
ber and November, 1962. Another was used on two occasions in 
December, 1957, and October, 1959. The remaining two had beon put 
only to a sporadic use. According to Audit, as there was no mechan- 
jsm to control the intensity of light, the lighting equipment was 
fmnd  unsuitable for landing and had to be withdrawn. 

2.11. The Committee enquired as to how the Air Force authorities 
satisfied themselves about the utility of the equipment before order- 
Gg its purchase. The Defence Secretary explained that the autho- 
dties had no experience of the various varieties of lighting sets nor 
dvere portable sets in use in the country a t  that time. Certain pri- 
mary specifications were laid ,down keeping in view the require- 
ments of the Air Force and tenders were invited. The orders were 
examined by the Equipment Selection Committee and it was on their 
recommendation that the sets were obtained through the D.G.S. & D. 
He added that the main defect in the sets, which could be noticed 
only after they were put to use, was that they had a dazzle effect 
which was disturbing to the pilots of the landing air craft. In reply 
to a question the witness stated that the Air Force by and large tried 
to h d  out what was being done in U.K. and other countries and it 
was on the basis of that knowledge that specifications for the e q u i p  
ment were drawn. The equipment was selected on the basis of the 
data provided by the supplier but this particular defect was not 
noticed by either party. 

2.12. On being pointed out that the equipment had no mechanism 
to control the intensity of light, the witness explained that the 
machine had an intensity control switch by which intensity could be 
reduced to 50 per cent but the dazzle effect was in the reflactor. 
'Phis defect had since been remedied by putting in certain hcrqased 
redstence and the sets were now being used. In the course of hi4 
reply the witness further disclosed that in the wiginal epedfkatlo~ 
the authorities had asked for control in three positions v;z 10 per, 
cent, 50 per cent and 100 per cent, but the quotat i~ns received from 
the finns catered for only 56 per cent and 100 per cent control. After 
compmg with the International Civil Avfatiot) drganisation e r n -  
dads this position was accepted by the authorities. Asked w h e t h h  
enquirfe Were made hmn the mppllen if they could provide 10 pt 
cent control also, the witnem answered in the negative. 



2.13. The Committee pointed out that according to Audit the 
machines also suffered from the defect of excessive consumption of 
power, the Defence Secretary explained that that was due to faulty 
cables which had'since been replaced by armoured cables. He added 
that the suppliers were not to be blamed for this defect. 

2.14. The Committee desired to know the reason for the delay of 
more than 5 years in putting the equipment to use. The Defence 
Secretary stated that when the equipment was received certain 
items were found to be diirnageri. These were returned to the sup- 
pliers and nearly If years was taken to get them repaired and re- 
placed. The whole equipment was completed by November, 1959 
but it was not found to be functioning properly. Again the matter 
was taken up with the firm and the unserviceable items were replac- 
ed by 30th April, 1960. As for the subsequent delap from 1960 to 
1962, the witness admitted that the works and services were not 
planned properly. He added that at least a part of fie delay could 
have been remedied if early action had been taken on connected 
works. 

2.15. The Committee regret to note that it took more then five 
years for Air Force Authorities to utilise properly the portable light- 
ing equipment imported in 1957. If the authorities bed no cxpcri- 
encr of this i:em, it wa5 necessary on their part to obtain technical 
advice from foreign cxpcrts or other countries where such equip- 
ment was being u d .  They should have at least watched a trial per- 
f-ance of the set before finitlising the purchase. The Committee 
regret to note that when the quotations of suppliers did not provide 
the requircd control of intensity of light at 10 per cent the Air Force 
authorities did not even enquire from them if they could provide t h t  
same. In the opinion of the Committee, had the authorities been 
vigilant enough this defect or lacuna could have been noticed mueh 
earlier. 

2.16. Further tbe Committee also rtgrct to note that the equip- 
ment w a s  nat received in proper condition and that it took more 
than 3 years to get the damaged parts replaced and have the q u i p  
ment ia a ssrvtceable condition. The Committee would liLa to be 
iafsnned whether this matter had been taken up with the snplslian 
ta claim damage in this regard. 



cannot emphasize too strongly the need of m t e r  vigilance in 
items of such importance jmrticularly those which are imported 
from abroad against the expenditure of foreign exchange. 

Item ( i i i )  : Day-light developing machine fot processing 16 nr.r&. 
films : 

2.18. An equipment for processing 16 m.m. films costing Rs. 62,200, 
was received in December, 1962. According to Audit the equipment 
was still lying in a semi packed condition. The Ministry. had inti- 
mated in January, 1965 that the equipment could not be installed and 
put to use as certain additions and alterations in the existing accom- 
modation were necessary and other facilities such as power and 
water were not adequate. It had further been stated that the pro- 
posal for  works services was under consideration. 

2.19. The Defence Secretary admitted at the outset that it was 
a case of bad management and that he had no explanation to offer. 
It was a case of not linking up of various items of work which had 
to be taken up s imul tan~~us ly .  He added that remedial measures 
had since been taken. Asked as to how inadequate supply of power 
and water could be the reason for the delay in installation of the. 
equipment, the witness stated that there were quite a lot of pmce- 
dural problems involved. The machines had since been put to use. 
The Committee enquired the rated capacity of the machine to pro- 
cess films and for how long had it been used, so far. They also 
wanted to know as to how m u ~ h  water was required for operating 
the machine. 

2.20. In a note the Ministry of Defence have now stated that the 
machine had a capacity to develop films upk, 35 ft. per minute and 
i t  was capable of developing 1200 ft. of film a t  a time. I t  has a h  
been confinned that full use can be made of the rated capacity of 
the machine. As regards the requirements of water and power to 
operate the machine it has been stated that the system required 
running water at the rate of 74 gallons per minute. 

221. This is another caw of failure to synchronlse various items 
d works which were nwtmmq for completing tbls pro)- T b  
Conamittee bad occasion to comment over such lack d p b d n g  a d  
eon-utilhtion or delay in utiliur.ion of equipment ia their lni 
(paras 42 to 46) aud 334 Bcpoats (para $I)--3rd Ldt Slbha, ii. 
para 42 of their 17th Report tbc Commfttse h.a t&rt the 
Mhhtrp. 4 Dtfeoee should give a s e r b ~  dmaght aa Q b k , ~  to OW 
.tt'tbe-peeofrueberurarUHd--*-. 



procedure did not require to be streamlined. In mply to this raeom- 
menda,ion the Ministry had urged (page 542 04 40th I b p s r M r d  
Lok Sahha) that:-- 

"Apart frem the instant case. the peculiarity of which hn been 
brought out above, there has been, no other instance ef 
abnormal delay, inviting adverse comments from the Audit 
or the P.A.C. In the circumstances, the Government does 
not consider it necessary to examine the question, a.r a 
general issue, of streamlining tbe existing procedure since 
the Emergency Works procedure is already in existence." 

In view of the cases which have since come to light, the Commit- 
tee would urge upon the Ministry to review the whole procedure and 
tPke suitable steps to obviate the recurrence of such cases. 

l tein (iv) : Delay i i i  utilivation of test benches: 

2.22. 7 units of test benches costing Rs. 2.29 lakhs were received 
jn June.  1958 ap ins t  an urgent mdent placed bv the Air Headquar- 
ters on Director General, India Store Department. London in De- 
cember, 1956. After being shifted from place to place, two units 
were put to use after one year of receipt, three after two years and 
two after four to five years. Before they could be used. a sum of 
Rs. 20.000 had also to be spent in rectifying the damages caused to 
them, mainly due to rough handling during transit from place to 
place. 

2.23. The Committee desired to know why the test benches were 
not sent direct to the user unit. The Defence Secretary explained 
that there were two types of benches--French and British Test 
Benches. The difference was not a major one and the two got mixed 
up. He added that when t h e  benches came in they were allocated 
to certain units but the confusion arose because there was a change 
in the system of accounting and keeping of s!ores with the result 
that these test benches instead of going direct to the units oscillated 
between Bombay and Allahabad. This process resulted in delays. 
All the test benches were in use to day. 

224. The Conrmittee deplore Wlo mum* in which machines which 
wcq rrreslvd qainrrt an u m t  indent were handted by the Air 
Fa- antborbs. They are surprimd to ftnd tbat tbt procurement 
a&hOljt&m did mot evm knoro as to where tls tbst banches were to 
be mt, Hrir d t d  in rveidabk, delay due to WJag of titaw test 
~ f m m p b n t o p l a m , r a d r a  iatroEClPoos m p e d h m  at 



Ib. W , W  iD reetityirrEI dhe daanege cawed to them due to zuw& 
handli?qg in transit. The Camnittee trust thnt the Minitry af 
D&mce will further investigate the reasons for the ddoctivs hand- 
ling of test benches and take further steps to ensure that costly 
equipment lwlairee by the Sarvices is ouefully handled and prompt- 
ly put to use. 

Provision of accmmodutiort: in ercess of requirements-Para 2O(b) 
Page 15: 

2.25. In October, 1962. Government sanctioned the construction 
of 10 married and 46 single quarters for Military Engineer Services 
construction staff at a station, a t  an estimated cost of Rs. 1.04 lakhs, 
with the stipulation that only the minimum accommodation actually 
required should be constructed. 

2.26. The entire sanctioned accommodation' was constructed but 
3 married quarters and 42 single quarters. costing Rs. 96,720 approxi- 
mately had been lying vacant ever since they werc const:ucted in 
December, 1963. 

2.27. The Defence Secretary explimed 11, the course of evidence 
that there was a delay in the constructwn p f  buildings. Thc build- 
ings werc t o  be ready by April, 1963 but they were not ready 1111 
December, 1963. The project was completed ma~nl!. by middle r ~ f  
1964. In the meantime the staff who were posted to  the Station 
secured alternative accornmodatmn in the town and thereaftt r. they 
were not willing to shift. Had the acccmmodat~on been ready in 
February or March, 1963 the staff could have gone thcrc straightaway. 
He added that when tenders were finorlised rn Apr11. 1968 the G ~ r r i s o n  
Engineer qhould have made further assessment about the lcxnl 
problems and requlrernents of staff. The fact as to why thls was 
not done was hemg enquired into. 

2.28. I t  was pointed out by the Committee that accardlng t o  the 
Garrison Engrneer water and electricity connections had not bee81 
provided in the buildings and there were no medical, educational or 
tramport facilities. The witness explained that the Garrison En@- 
neet war himself responsible for the provision d w e e  and clectri- 
city. As regards other facilitiw he stated that Clovernmeat had not 
umckhkm the respoll91biBty to provide cducationol or tntrssp~Ft 
facWieti to &afr staff. On being asked as to why sancftm W.II 
rocondad to the c<mdn#rtfan of tberre houres or)tcn ~~t was 
a w o n d ~ @ t a n s t r o m  tfre beginning, OLE dtn-atrtbd- 



quarters had to be sanctioned near the site of work and they were 
a& required for the staff which was to remain there for the main- 
tenance of the air-field. The latest position was that ammg the 
single accommodation three dicers'  quarters were lying vacant. As 
far as married accommodation was concerned only one quarter was 
vacant. 

2.29. The Committee feel that tbe construction of quatt@rs was 
s a n e t i e d  in this case without*propcn assessment of requiremeat, 
Iiad the prevalent conditions and the availability of residential ac- 
commodation 'at the station been taken into aceonat, the loss due te 
quarters remaining vacant could have been reduced if not altogether 
eliminated. 

The Committee were informed in evidence that the failure to 
further assessment of local problems and the requirements of 

staff at the time. of Analisation of tenders in April, 1963, wa.s 1mvin.g 
enquired into. They would like to be informed of the result of sucb 
an enquiry. 

Loss due to fire, of Appendix I, Item ( i ) ,  para 27-page 25. 

2.30. Loss ~f buildings and stores valued at Rs. 1.14 lakhs occured 
due to outbreak o f  fire at an Alr Fo r - r  station in January, 1961. A 
court o f  Enquiry held In February, 1961 could not deternline the 
cause of tire fo r  want of conclusive evidence and no responsibility 
could, therefore, be fixed. The Staticn Commander had remarked 
in September. 1961 that the fire fighting arrangements were inade- 
quate-the only trailer pump was downgraded in August. 1960 and 
the crash tender was awaiting repairs from July, 1959. 

2.31 Referring to the statement of the Station Commonder made 
in September. 1961 that the fire fighting equipment was not adequate. 
the Committee asked as to when was this position referred to the 
higher authorities by the Ststion commander and what action was 
taken thereon. The Defence Secretary stated that there had been 
an overall deficiency of Are fighting equipment (crash tenders, trailer 
pumps etc.) and that even now they were in short supply. He added 
that sometime in 1957-58 it had been decided that production of 
these equipments should be developed within the country and that 
indigenous production had taken sometime and "in the meanwhile 
they were precluded from placing orders abroad." 'Therefoe, 
''there has been an overall deficiency in the fire fighting equipment." 
It was pointed out that another fire broke out in the same depot in  
January, 1963. The Ccmrnitte enquired as to what s t e p  were taha 



in the meanwhile to improve the fire fighting machinery. The witness 
addeg that indents were placed for the equipment on the D.G.S.&D. 
and that the decision regarding procurement of these machinery 
through indigenous sources only was taken in that Ministry. Asked 
whether the Ministry of Defence had approached the Finance Min'stry 
for sanction of foreign exchange in this regard. the witncss explnincd 
that a total claim for foreign exchange required by the Ministry for 
importing of equipments etc. was sent to the Ministry of Finance 
and they made a bulk allotment. The Ministry of Defence was res- 
ponsible to fix the relative priorities within the sanctioned amount. 
Having regard to the other demands. they were not in a position to 
give the items sufficiently high priority. The representative of Air 
Headquarters further explained :'?at there were two typrs of fire 
tenders-the crash tender. ior fighting fires in aircraft and technical 
buildings and the domestic fire tender used for dealing with small 
types of fire in residential buildings. He added that efforts had been 
made to obtain crash tenders from abroad and some had already 
been received. The domestic fire tender which was the item in this 
case, however, was given a lower priority in their list. 

2.32. The Committee desired to be furnished with a detailed note 
about the action taken from time to time for s ex r ing  fire fighting 
equipmen[ both indigenous and imported. They also enquired about 
the instances of fire which occurred in the Air Force installations 
during the period 1960-65 and the quantum of loss suffered due to 
inadequate fire fighting arrangements. The information has been 
furnished by the Ministry of Defence in a detailed note which in- 
dicates inter a h  the following action taken by the Air Force Autho- 
rities for securing the fire fighting equipment during the period 
1855-60:- 

"During the year 1955, Air Force was found deficient of Qty. 
28 Tender Fire Domestic. Accordingly. three indents 
were raised on D.G.S. & D. The offers received by D.G.S. 
& D. were considered by the I.A.F. Equipment Selection 
Committee in Navember, 1955 and it was decided that the 
Tenders should be obtained on Merecdes Benz Chassis. 
D.G.S. & D. reinvited Tenders which were again consider- 
ed by the Equipment Selection Committee in August, 
1956. I t  was then decided that with a view to achieving 
standardisation in the I.A.F. Minimax ftre equipmeqt built 
ar B.B. C h a d  sharld be obtained provided it passed satis- 
faday rurer triab. Trials w m  comv1et.d by April, 1W, 



but in the meantime, D.G.S. & D. had cancelled the indents 
because they did not receive in time a A r m  reply from the 
Air Head Quarters regarding the acceptance or otherwise 
of the offers received by the D.G.S. & D." 

The indent was ultimately raised on D.G.S. & D. on 10th June, 
1960 and the contracts h l i s e d  in 1961. It is also of loss due to &a 
From the statements furnished by the Ministry, observed from this 
note that there was still a deficit of four domestic fire tenders and 
13 trailer fire pumps. 

2.33. From the above the Committee regret to observe that tbe 
Air Force Authorities were themsehes to be blamed for the delay 
in procurement of fire tenders and the unsatisfactory position of tire- 
fighting equipment. They deprecate the delay on the part of the Air 
Force Authorities in finaiising the orders against the offers n c e l v d  
by the D.C.S. & D. in 1955. It is unfortunate that the authorities 
could not even decide for such an urgent and important need. a b m t  
the type of equipment, its Chassis etc. for five years and in the mean- 
while they were running a sreious risk. The Committee find that tbe 
incidence of loss due to fire in Air Force installations bad i n c r e d  
from 13 cases in 1960 (involving a lass of Bs. 0,397) to 28 cases (in- 
volving a loss of Rs. 2.24.880) in 1964. Tbe Committee take a very 
serious view of this deficiency and feel that if the same is & re- 
medied in time, the possibility of future damage of imported equip- 
ment and those in short supply would always born large. They 
therefare. desire that the Ministry aC Defc~ee sbodd give stnoes 
and immediate attention to this problem and make an a11 out eaart 
to strengthen the fire-fighting arrangements in the Air Force as the 
drrmcrgc caused by fire involves not only 1-s of foreign exchange 
but dcprives the Service of tbeir valuable equipment. 

C~nstructtou to sub-standard specifications of blast pens in an air- 
field-Pa ra 29-Page 20 

2.34. 13 blast pens constructed a t  an airfield In 1959 at a cost of 
Rs. 10.55 lakhs for the safe parking and camouflaging of aircraft d m  
irq operations were taken over by the Air Force authorities in Nov- 
ember, 196Q, after testing and emuring their suitability for a parti- 
cular type of aircraft. 

2.35. In 1962, when the-c pens were put to use tbeir flooring was 
found to be giving way entailing risk of damage to the aircraft. A 

of Oillcers examined these works in December, 1962 and dgm. 
.- them unsuitable and substandard; in their opinion, iMMhQurtp 

a 



s ~ c a t i o n s  had been prescribed for the flmring at the time of 
their original construction. To rectify the defects, modifications to 
these pens were completed in December, 1963 at a cost of about 
Rs. 1.75 lakhs. 

2.36. In evidence, the Defence Secretary explained that it was 
known from the beginning that to obtain the best results, the pens 
should have a concrete base but that would have involved more ex- 
penditure. It  was, therefore. a deliberate decision that havfng rc- 
pard to the use--the pens were to be used in case of emergency-a 
risk could be taken to have the pens with lower specifications. He 
explained that a bitumen base was not able to stand the weight of 
the fully loaded aircraft nor wac ~t able to stand the hot blast of the 
engine. Further spillage of fuel also had a bad effect on the surface. 
The witness added that the construction of the pens with a bitumen 
base was a calculated risk which was found to be not worthwhile. 
In reply to a question the Secretary mfornled the Committee that 
the technical experts had pointed out that ,they would prefer a better 
variety and that they had not given any guarantee that the bitumen 
base would be successful. He added that the main reason for taking 
the risk was the money and shortage of cement. It was, however, 
disclosed that the total cost of the project was Rs. 14.9 lakhs and the 
difference in cost was Rs. 1.75 lakhs only The representative of air 
Headquarters explained that at that time the idea was that aircraft 
would be put in the pens only for a short period. So i t  was not 
con-idered necessary to spend the extra 1 or 2 lakhs o f  rupees for 
this purpose He added: 

"As a result of experience we have learnt what additional 
things we want and how it should be done. On the facts 
and experience available a t  that time, in the interest of 
economy, we took the decision that we should economlw. 
So that was done. It was not a question of availability 
of funds." 

237. In reply to a further question the Committee were informed 
that the pens were tested in exercises. Certain defects w e n  then 
noticed which were remedied. Thereafter the pens were tested and 
found bt. Later, fn December, 1962 when further tests were carried 
out it was noticed that the pens deteriorated due to spillage of fuel. 



view, the Low of money as well as the inconvenience to the Air Force 
c d d  have been avoided. Nor are the Committee impressed by the 
argument of economy advanced by the witness as it is clear in re- 
trospect that ultimately the project has cost more. Ln view of this 
the Committee would caution against the practice of taking "calm- 
Wed risk" against tbe advice of the technical experts. 



NAVY . 
Avoidable exha expenditure due to the use oJ a costlier substitute- 

Para 11-Page 10. 

3.1. Oil .'Shell Rotellla T. 30', a lubricant prescribed for use by 
coastal minesweepers only, is also a commercial equivalent for oil 
'0.M.D.-109' which is a cheaper service grade oil normally issued 
to ships fitted with diesel engines. 

62.157 gallons of oil 'Shell Rotella T. 30', were issued to Naval 
ships, other than coastal minesweepers, during the years 1960-61 to 
196263, in lieu of oil '0.F.D.-109' for want of sufficient stock of 
the latter oil. This resulted in an extra expenditure of about Rs. 1.24 
lakhs. 

3.2. The shortage of the cheaper oil was mainly due to the under- 
provisioning of this oil by the Naval authorities during successive 
annual reviews relating to the years 1959-60 to 1961-62 Not only 
was the quantity of oil 'Shell Rotella' issued in lieu ignorer in com- 
puting the requirements but also the quantity required for issue to 
three ships was not taken into account while conducting the reviews. 

3.3. Referring to the under-provisioning of the cheaper oil dur- 
ing successive annual reviews, the Committee enquired whether 
there was any Zacuna in the prescribed proccdurc for periodical pr+ 
visioning. The Additional Secretary, Ministry of Defence stated 
that it wag a case of human failure. He explained that under the 
prescribed procedure when issues in lieu were made, they were en- 
tered as "non-recurring" and an appropriate entry was made in the 
ledger against the item for which they were issued in lieu and they 
were shown as recurring in ledger. Since this was not done in this 
case, the oil which was issued in lieu was not taken into account as 
consumed for that year. The witness added that it had not been 
possible to flx responsibility on any person for this lapse. He ex- 
plained that under the system, the clerks who entered the vauchcrs 
in the ledgem were' not required to put their initials on the vouchers 
and it was, therefore, not possible to find out the persans who made 
the entries in the ledger at that time. 

3.4. The Conunittee desired to know whether in view of this ex- 
p e w  that under the ~ystern responsibility could not be fixed for 



the mistakeo, it  was proposed to introduce any change in the pro- 
cedure. The witness stated that it  was being suggested that the 
ledger keeper should initial the vouchers handled by him. He 
added in reply to another question that although the Naval Head- 
quarters were of the opinion that with the abolition of the dupli- 
cate system of ledgers there was no need for taking further pre- 
cautions the Ministry was not satisfied with that view. He stated 
that action in this' direction would be initiated now. 

3.5. Asked as to why it had not been possible to find out the 
person who was on duty at the time the oil was issued, the Dy. Chief 
of Naval Staff explained that a large number of items were issued 
to the ships daily. In the absence of a roster it  was not possible to 
ascertain the particular man who was on duty at one time. He 
added that at the time of issuing an item in lieu of another it had 
to be indicated on the voucher that the issue was of a non-recurring 
nature and that it was in lieu of a certain other itcm. If thrs was 
not done, the entries in the ledger were bound to go wrong. On the 
other hand, there might be a mistake in the provisioning section in 
entering these vouchers in the ledgers. The witness added that after 
a lapse of so many years it was not possible to locate or identify the 
persons responsible for the mistakes. 

3 6. In reply to a further question the witness disclosed that at 
the time of issuing stores both the issuing authority and the recep 
ient had to sign and that the receipt was made in quadruplicate. He 
added that while the officer sijped the voucher, he did not prepare 
them. 

3.7. Qn being asked further as to whether i t  was not possible to 
know the person from his hand-writing on the voucher, the Addi- 
tional Secretary stated: 

'We could if we really went into i t  in the sense that there 
has been some criminal neglect or default and identify the 
hand-writing of the people. I was, however. wondering 
whether it is worth that". 

3.8. He later an admitted that the mistake was a serious one 
btzcauat! it was repeated for three years and the Ministr;). had not 
c W  the matter. The Secretary, Ministry of Defence further in- 
f m d  the Committee that the Ministry was making further en- 
qufriea in the matter in order to determine whether any improve- 
m ~ n t  Sa the system was necessary or any individual was rearpanejble, 



3.9. The Committee re* to note that the shortage of cheaper oil 
rrrra, mainly due to the under-provisioning of this oil by the Naval 
authorities during the successive annual reviews relating to the years 
Y.359-60 to 1961-62. This resulted in an avddable extra expenditure 
to the extent of Rs. 1-24 lakhs. The Addittonal Secreiary, Defence 
admitted in evidence that it was a case of human failure. The Com- 
mittee are, however, surprised to know as to haw the witness con- 
sidered the question of fixing the responsibility in this case as ' ~ o t  
worth-while' when, according to his own statement, the n~iqtnko 

' was serious enough because it was repeated for 3 years It was even 
admitted in evidence that responsibility could be fixed if they really 
.went into it. The Committee regret to note that no attempt was 
made to fix the responsibility for the mistake. Further, ao measures 
had been taken to guard against the occurrence of such caws in 
future. The Committee were given to understand that a further en- 
quiry was being conducted in this case by the Ministry of Defenco. 
They would like to be apprised of the d t s  of this enquiry. 

3.10. They also suggest that the procedure of provisioning of stores 
in this case should be examined with a view to remove defects, if 
any. 

3.11. In the following cases, stores etc. purchased/manufactured 
in 1957 or earlier have not been brought into use (July, 1964). 

(a) Spares costing Rs. 82,600 were imported during 1956-37 for 
repairs to a certain equipment. The non-utilisation was stated to be 
due  to the limited requirements of the spares by the Technical Cell 
in  the Depot where the repairs were to be carried out. Govern- 
ment had, however, sanctioned in April, 1963 an expenditure not 
exceeding Rs. 21.200 (approximately) for the repair of similar equlp- 
ment through the trade. 

(b) 50 numbers of an item costing Its. 40,000 (approximatclv) 
were manufactured in 1952 at the Naval Dockyard and were lying 
unutilised till December, 1964. It had been stated that the specific 
purpose for which the item was manufactured could not be ascer- 
tained now, in the absence of the old records. 

3.12. Referring to case at (a)  above, the Additional Secretary, 
Ministry of Defence admitted in the course of widence that import 
oi spares for the equipment in this ease, was a clear case of over- 
pnwitfoning. On what basts the provision had been made some- 
time before 1954 was not knawn. He added that it was being o m -  
t.lncd whether thew could be utilised by the Army oy the Air 



Force. ' It was also being suggested that in future the same type of 
watches should be purchased so that the spares cwld be utiliacad 
As regards the expenditure of Rs. 21,200 sanctioned in April 1963 
the witness stated that the amount spent on the repair of watches 
was Rs. 490 only. Most of them required oiling or greasing and 
even if the spares were given it would not have ma& axy material 
difference. 

3.13. In reply to a question, the witness stated that annual re- 
views brought out whether any item was being consumed as it was 
expected or not. Naval H.Qs. were, however, being asked to con- 
duct a special study of the items which were not 'moving fast' and 
to make pec0mendatio.m to Government for their alternative uses 
or disposal. Such reviews will also be conducted in other senric6s. 
The Secretary added that the problem was far more complicated in 
the Air Force and they were trying to tackle it. 

3.14. As regards the other case [sub-nara (b) above], the repre- 
sentative of the Ministry stated that in this case also cer?ain items 
were manufactured for the Navy, but the replacement had not been 
as fast as it w?s expected. Enquiries were now being made from 
the Shipvard and the Rai lw~vs  etc. whether thev cortld make use of 
these items, failing which they would be disposed of. This enquiry 
had been made about a month ago. 

3.15. Th5 Comwittcu! regret to note tbnt over-provisionin? of 
spares in tho Brst item ~ t l d  excessive manufacture of items in the 
mcmd case took place. The more disquieting feature in this case 
is that in the absence of records, the basis on which tbe provisioniug 
of the sparas had been made in the first ea* and the purposes for 
which items were lwikdaciured (11 the Dxh:;urd in the semnd case 
cannot be asceiluilM.?d. Zhey that suibble mc.;;~.cl~V% shauid bz 
adopted to remcdj thk ur~;atLiactory stair uE aKairj. Thry would 
also urge the BIiuistry to initiata early action regarding spacial rs- 
views propoPed to be conducted irr the threc services. 

Naval Dock~ard Expansion Scheme-Para 22-Pages 1617. 

3.16. In June, 1949, Government appointed a foreign fum of con- 
sulting engineers to prepared a scheme for the development of the 
Naval Dockyard at Bombay. The consultants, in their report sub- 
mitted in June, 1950, recommended the expansion of the Dockyard 
in BLPf? stages at a total cost of Rs. 25 cmres and envisaged that all 
the work would be completed by 1960, Ce., 9 gears after its corn 
mlnmlnrwt in f,CWSl* 
92 (w) LH. 



3.17. Stage I d the &heme estimated to cost Rs. 5.S craw W h  
ranctimed by G o ~ ~ e n t  in November, 1952 This estimate was 
Jrevfsed to Its. 143.72 mrem fn Febmarg, 1963 mainly due to (1) en- 
largement of the scape of the m k ,  and (ii) extra cost on one of the 
contracts concluded in connection with this scheme. 

3.18. During the period September, 1954 to May, 1984 nineteen 
contracts valued at Rs 7.11 crores were concluded. The work on the 
b t  contract, of the value of Rs. 1.82 crores, was commenced in Sep 
ternber, 1954, but after about 18 per cent of the work costing Rs 32.55 
lakhs had been completed, the work was abandoned by the amtram 
tor on 4th September, 1956, owing to a dispute. The digpute was 
referred to arbitration in August, 1959 and the proceedings are still 
in progress. The expenditure incurred so far in connection with 
the arbitration amounts to Rs. 4 lakhs approximately. The work 
abandoned by the contractor is being done at his risk and expense. 

3.19. On Stage I of the project an expenditure of Rs, 9.01 crores 
had been incurred till March, 1964. Works to the value of Rs. $0 to 
90 lakhs still remained to be done upto January, 1965. The fa~lure 
of the first contractor and the mbsequent efforts to organise the 
execution of the works included therein and the provision of addi- 
tional facilities in the Dockyard were stated by the Ministry to have 
delayed the completion of the Stage I of the project. 

3.20. All the remaining works connected with the expansion had 
been included in Stage LI which comprise mainly construction of the 
South breakwater and the fittingsut wharf, dredging the outel 
basin and reclamation of 39 acres of land. This had becn sanctioned 
by Government in September, 1964 at an estimated cost af Rr. 14.59 
crores approximately. 

3.21. The Committee enquired the latest position of the matter 
under arbitration. They were informed that 108 points of dispute 
were before the arbitrator. He had so far heid 340 sittings and the 
proceedings were expected to be over in another 180 sittings by 
about March, 1966. 

3.22. The Committee then enquired details of the scheme, as it 
was originally recommended by the Consulting Engineers in 1950 arid 
the subsequent changes effected therein. The witness stated that the 
pro;j& report given by the Consulting Engineers indiestdl the 
p n d  nature of the work to be executed for the various needs of 
the Navy. The exact scope of each item of work was nat laid dawn. 
The rrport envisaged canstruetion in five stages qt a total cost ot 
about Elr. 25 crow.  It also laid down a t h e  wheBulc recording b 
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.rhfeh the w&k was expected to be oomph*d in 5 a 7 y- time. 
Subsequently, however, the project was split up into two ewes 
*ad of fbe) and sanct&n was given for an expenditure of 
R8. 5.55 crores for the fltrst stage. The witness added that for 
-rrveral reasons the estimates of the Consulting Engineers had gone 
4~ both in respect of time and money. Explaining the reasons for 
the delay he stated that after the contrador, who was selected 
far this job, failed, a new organisation had to be set up for execu- 
tion of the work departmentally and this took about two years. 
'This delay also affected the cost of certain items due to rise in 
prices. Further, wen the scope of work of many items was increas- 
ted and this also contributed to the increase in the cost of the project. 

3.23. Asked whether the report on Dockyard expansion prepared 
by the Consulting Engineers was defective, the witness stated that 
in no scheme every item work could be pmvided for fmm the very 
beginning. The scheme involved construction of a number of 
facilities like dredging, reclamation, construction of wharfs, build- 
ing, laying of services etc. and details of each item of work was to 
be taken up by actual experience. Asked further if the Consultants 
had given any further detailed report after giving the preliminary 
project report in 1950, the witness stated that no detailed report was 
.given by the Consultants. After giving the project report in 1950 
they had been rendering advice in the preparation of broad rough 
estimates for each type of work at different stages. They had also 
Bfven the estimates of Rs. 5.55 crores for the fust stage of constroc- 
-tSon. The witness further clarified that the estimate of Rs. 5.55 
aores was prepared on the basis of the pre1:minar-y report. It was 
-made clear at that time that it was a broad and mugh estimate and 
"that it might be required to be modified substantially as a d t  of 
detailed estimates to be prepared la!er on. After this stage of the 
scheme was sanctioned, additional works to the extent of Rs. N1.W 
' W s  were also included and the estimates were ultimately revbed 
to Rs. 10.72 crores. The witness added ?hat there had been certain 
Smcrease In the cost because of delay, but by and large the majar 
kcreasas were due to certain re-adjustments in the phasing of the 
programme in Merent  stages. Although the overall estimate ot 
'Its. 25 mores would not be exceeded, there had tieen various c)lmg- 
t e s  b the scheme. The Committee desired to be furnished with a 
*tailed note containing in ted ta  the following details of the 
*eat 

(a) Iktm of work which were originally sanctioned for Stage L 

(b) made in the year 1957. 



(c) Items of work as finally sanctioned and how they compared 
with those suggested by the Consulting-Enginwr~. 

(d) Reasons for changing the scheme of develogment as sua[- . 
gested by the Consulting Engineers. 

3.24. The Committee also desired to be furnished with a detailed 
note giving the terms of appointment of Consulting Engineers, atld 
actual services received from them, the amount of fees paid so fm 
to them and the balance that remained to be paid or was likely to 
be payable to them. 

3.25. In reply to a question, the Defence Secretary stated that 
tenders had been invited for the works included in the second stage 
and the project was expected to be completed in about seven years' 
time. 

3.26, Asked if this change from Ave stages to two stages made any 
difterence in the time schedule, the witness stated that the original 
project report envisaged completion of the work in five stages by 
1960. The two stages now envisaged were going to take them be- 
yond that because they have not been able to do the work involved 
in those stages within the time specitled. 

3.27. A note containing the information on the points referred to 
above has been furnished by the Ministry of Defence. It has been 
stated that detailed examination of the Projest Report which was 
received in June, 1950, was carried out by Government in consulta- 
tion with all concerned, including the State Government and the 
Port Trust Authorities at  Bombay, which raised several objections. 
It was on the 2nd August, 1952 that the Defence Committee of the 
Cabinet decided that the expansion of the Naval Dockyard would be 
generally on the lines of the report submitted by the Consulting 
Engineers for the project. While approaching Gavertunent for ad- 
ministrative approval, it was felt that some of the works included 
in thekcand and subsequent stages might be brought forward. Tlrh 
had became necessary because the whole programme of completion 
of the various stages of work contemplated by the ConsuI&nt wes 
likely to be delayed. It has bcen a3ded: 

"All these changes do not, however, mean that the C o m l t m t d  
rmmmendations were thrown over board. In Qact, ths 
report of the Consultants was discussed threadbare wi* 

' the various authorities concerned and close dirrcusaionr 
wqg-e held with the Cop~)ultaab with a view to modify 
the various rtmmmendations so or k, muwe prolviskm af 



artain bfadlities in time. In fact the eetfmate of Rs. 
laErhs for Stage I, which was approved by the D.C.C. in 
November, 1952 was furnished by the Consultants an the 
basis of these dfscussions and the revised requiremenb 
projeckd to them." 

3.28. As regards the revision of estimates for Stage I, it bas been 
stated that subsequent to initial sanction for Stage I, at an estirnat- 
cd cost of Rs. 5.55 crores additional works to the extent of Rs. 241.56 
lakhs were sanctioned as under:- 

( i )  Construction of a patent Slipway . Rs. 23 ~ 9 6  l a a s  

(ii) Extension of Ballard Pier . . Rs. 112 falrhs. 
(Prov. estimate) 

(iii) Additional facilities not envisaged ear- 
lier . Rs. 105~6olakhs 

The increase was also attributable to the following factors : 

( i )  Increase on cost of Plant and ma- 
,,, .  chin^ - . Rs. 83 lakhs 

WW (Approximate$) 

( t i )  Increase arising out of obligatjnm not 
anticipated earlier e.g. reimburse- 
ment of Customs duty, extra duty on 
crmcnt, Income-tax liuhiliry ac. . Rs. 65 -8q la&. 

( i i i )  Extra cost on contract No. r due to 
failurc of thc Contractor and m s e -  
qucnt dislocation . Rs. ~zo~ool~lkhs 

( J V )  Increasc due to other misceilaneous 
factors . RE. 7 .oo lalrhs. 

3.29. Taking all the facton into &count, revised Administrative 
Approval for Stage I at an estimated cost of Rs. 10.72 crows was 
issued in February, 1963. 

8 a .  The Committee are constrpined to observe the tardy manner 
ta w W  the important scheme of expamdon of Naval Dockyard wm 
bra$led by the rutborities at different stag~'aa Tbcy cannot help 
get* the impraadon that the urgency of the matter was not firlll 
appncirted by those who d d t  with this scheme. It tadt more tha 
8 jnur for Chvemmemt to d d a r  the scheme submitted by the 
-$img EPqtasrur in June, 1954 .nd anathew period d a h 4  t 
mammtrrltsatelfUftbe*POP;LmSf.ldI. UWefp,tJwvmrk 

lypord 1. be c a a p l e t d  by 1961 wu stiIl hcemple& *' 



In para 28 af their 8th Report (Second Lo)t Sabha) the EdbatA6, 
Comanithe (1951-58) had expressed thdr dissatiPfactbn o v a  the pro- 
gmss of tbe scheme as fobws:-- 

'The work on the Stem I was started in the middle of 1955. 
and is expected to be completed in 1961. The Committea 
consider it very unfortunate that ov& 2* years sh& 
have been taken in commencing the exscution of the pro- 
ject in 1955 when the scheme was flaslised towards the end 
of 1952. . . . . . The Committee k l  thot in an important 
matter like the Naval Dockyard, a greater sense of urgency 
in executing the project should have been shown." 

' The Committee regret to observe that despite the above observa- 
tions of the Estimates Committee no serious atternpt'has been made 
to accelerate the progress of work on the scheme and in the mean- 
while, further delay continued to add to the cost of the project. 

3.31. As regards the terms of appointment of the Consulting 
Engineers, it has been stated in the note furnished by the Ministry 
that according to the agreement the Consultants are entitled to a 
fee calculated a t  a certain percentage of total agreed cost of works 
which is fixed a t  a sliding scale for Stage I Works. It  varies from 
53 per cent to 4 6  per cent. On machinery they are entitled ta a 
fee of 2 per cent. for all stages of works. For Stage 11 works, they 
are entitled to 3.25 pe: cent of the actual cost of the works. It is 
understood from Audit that the work relating to supervision of the  
execution of works which was included as one of the duties ot t h e  
consulting Engineers for Stage I has not been included in Stage 11. 

3.32. In thii connection also the Committee want to draw attcn- 
tim to tbe following observations of the Estimates Committee c o b  
'Qintd in para 32 at their 8tb -port (Second Lok Sabh.): 

'The Committee do nat feel hamy wer the methsd In w h k b  
the fees of the Consnltants have been fixed.. . . . . . .Thu 
present terms are such as to give t b  an unintended 
benefit on account of the increase in the cost of work dug 
to atraneons reasons, Hke contractor's delays and flrilara 
and not due to additions to the work The Coxqdttoa 
would, therefore, recommend that Government &w&l re- 
view the matter and Iay down principles - whkq remu- 
a t d o n  should be paid ta con~ulfmts b hrfurs kkacts. 
TtySr waald suggest thpt Oovenuasdt should nogotiate 
wit& tbe consultlurts in the prseeni crrs &mhaab h- 
tmuihuts of costs on m t  of exbrm80~11 remom fd 
tbd k t  of the project, tot ddmdnhg rsmuamtfoaw 



8.33. The Comqittee now learn from a note furnished by the Mf& 
idrv of Defence that as a result of further negotiations with the Can- 
mlting Engineers in November, 1959, it was finally agreed that the 
fees for Stage I Works would be regulated as under: 

(i) The fees under C1.4 (1) of agreement would be at 4 -  6 per' 
cent on cost of Stage I upto Rs. 5.5 crores. 

(ii) Fees would be reduced to 4 per cent on cost nf stage I in 
excess of Rs. 5 - 5  crores. 

(iii) The fee would be based on accepted contract price less' 
provisional and contingent sums plus eost of any addition- 
al works carried out as extension to the contract. In the 
case of works executed departmentally the fee urould be 
baaed on estimates to be agreed between Government and 
Consultants. 

(iv) On Contact 1 the fee would be based on the original Con- 
tract figure. 

(v) On contract 12 for Patent Slipway, the  fee wotlld be based 
on revised agreed estimate. 

(vi) The f e  on Contrac:~ 5 and 8 should be a t  4 6 per cent as 
envisaged in Cl.4 ( i i )  of the Agreement where design is 
also involved. 

(vii) The fee for other plant and machinery contracts remain 
the same as in C1.4(ii) of Agreement viz. 2 per cent. 

3.34. The Committee are not sure wbether the revised terms will 
srfqpud the Government against the ~mintendd benefit occnriag 
to the Comultsntu as a resuit al increase in the cost of due to 
rise ia prices and 0 t h  extraneous rsosnns (e.g. delay in nwmpkth 
of wmk etc.), They, therefom, suggest that in fulure while ncgetirt- 
ing such ceniraets where the details of the projed and its period of 
txbmpk?ticm am not certain, t;be Government should consider prod  
don of m ow-al l  &ling for the rarnunerntioa of the Consaltants. 

Deb3 in commissioning of a test house-Pam 30-Page 20. 
8.35. Tht comtruction of a Test House building. intended to be an 

auxiliary to a Workshop building required for providing repsiriover- 
haul facilities to a apecialiaed type of engine fitted to certain naval 



wasels was completed in March, 10$0. The test house 
valued at  Rs. 1:64 lakhs received during March, 1980 to bpbmbet, 

.I963 had, however, not yet been installed. " , 

3.36. Explaining the reasons for the delay, dditioqAR S6cre- 
tary, Ministry of Defence stated that originally thecNaval p ~ I o r f t i e s  
hoped to instal the equipment themselves and they t r a i n e a h  of3ce.r 
in H.A.L. for this purpose. A lay-out was prepared and sent to the 
suppliers who suggested certain changes. Ultimately, however, it 
was found that it would not be possible to instal the equipment w i t h  
out the supervision or guidance from the suppliers. A contract was, 
therefore, given in December, 1965 to the suppliers to furnish designs 
and lay out and to supervise the work for which a fee of about 
Rs. 70,000 would be paid to them. Asked why the suppliers were 
not asked to supply the technical data i.e. installation drawings etc. 
at the time of placing orders for the equipment, the witness stated 
that the equipment was received from different sources. The main 
suppliers had been contacted earlier but they refused to supply the 
know-how. It was also hoped at that time that by. looking at the 
test houses at the Hh.L. and in U.K. jt would be possible to instal 
the equipment w~thout any assistance fmm outside. The witness, 
however, stated thqt no officer had been sent to U.K. for this pur- 
pose. Asked whether the authorities had consulted the H.A.L. at the 
time of ordering the equ.pment, the Dy. Chief of Naval Staff stated 
that at that time they 'did not know that HAL had a test house of 
this nature." The Committee pointed out that both the institutions 
were under the Defence Ministry and it would have been puss~ble 
for the Ministry to suggest to the Navy to find out the manner in 
which HAL obta~ned the equipment. The Add~tional Sccrc!ary, De- 
fence stated "I agree it could have been done, but I am afrald this 
does no: seem to have been done." 

3.37. Tho Committee regret to obaiarve that k k  of forethought 
and prope~ pianning on the part of Naval authorities delayed the 
cwmmissioning of the test house. Tbe equipment received f m  
1160 to 1!W had ban lyhg idle a d  t h e  had bean extra axpeadf- 
trve which COW have been avoidad had the atrtbrities contacted 
the suppliers for providing tcscbaicol data from the very beginning. 
The Committee are surprised how tha Nevd authorities thought d 
instdJhtg &e eqtlipmacnt by themselves when et the time of order- 
ing for tbia equipment they did not even eoaralt who w l d  rend- 
thmr rome wfrtanee. Tbey trout that the Ministry of Dd- 
d d  udabud better co-ordinatien betweem tbs 8smice~ end santrs 
f; lutrodicvctdonotreaw. Thoyabhopstbat c#irsipa8at br 
qclsrtk# .rrrald be utibed early naw, e 



8.38. In connection with the work of defensively equipping mer- 
chant ahips the conversion of an army type of equipment sandioned 
by Government in April, 1954 was entrusted by the Naval authori- 
ties to the Naval Dockyard in September, 1956. 

3.39. In February, 1957 the internal check authorities pointed out 
to the Naval authorities the necessity for a fresh Government sanc- 
tion for incurring expenditure during 1956-57, but this was not 
obtained, nor was the work stopped. In October, 1957, Government 
informed the Naval authorities that the scheme of defensively equip 
ping the merchant ships had not till then been flnally approved. It 
was, however, only in January, 1959 that instructions were issued by 
the Naval Headquarters for the abandonment of the work; by this 
time an expenditure of Rs. 1.33 lakhs had already been incurred. 

3.40. Till March, 1960 an expenditure of Rs 1.38 lakhs had been 
incurred for the manufacture of components b r  266 numbers oi the 
equipment and these could not be utilised or put to any alternative 
use. 

3.41. The Committee desired to know the reasons for the delay 
on the part of Naval Headquarters in stopping the work of conver- 
sion of the army type equipment at the Naval Dockyard after they 
were informed in 1957 :hat the scheme of defensively equ~pping mer- 

. chant ships had not been finally approved by Govenunent. The re- 
presentative of the Ministry of Defence stated that initiaily the work 
of conversion of the equipment to suit t he  needs of the Savy was 
sanctioned in 1954 but it was commenced in the subsequent year. 
Meanwhile, a separate bigger scheme which also covered the earlier 
one was subrn~ttcd to Government. In October, 1957 Naval Head- 
quarters were informed by the Ministry of Defence that the scheme 
had been forwarded to the  Cabinet Secretariat but it had not yet 
been approved. According to the witness, this did not mean that 
the scheme had been rejected. He added that Naval Headquarters 
were under the impression that there was a reasonable prospect of 
the scheme being approved. It was pointed out that the Controller 
of Defence Accounts had raised an objection that the sanction per- 
tained to expenditure to be incurred during 1954-55 only and a s u i t  
able unendment wm necessary for expenditure in the year 1956-57. 
The Defenm Secretary admitted that the C.D.A.'s objections were 
valid and that in strict sense, N.H.Q. had no authority to go ahead 
witb the expenditure when it formed part of a bigger scheme, which 
had nd betn approved. But the work was partly of a devdopmentai 



nature, which took a considerable time and Naval H&quarteFe ha& 
a reasonable belief that the scheme would be approved So they con- 
tinued this work, though strictly speaking there was no sanction. 

342. The Committee enquired as to how sanction for the work 
was at first accorded in 1954 and on what basis Oowrnment changed 
their mind later on. The Secretary explained that the change in 
the decision was on technical considerations keeping in view advanc- 
ed technology in sub-marine warfare. He added that the position 
was, however, still fluid and another scheme for utilisation of nler- 
chant ships in an emergency was under consideration of Government. 
If it were approved, the equipment which had been converted st the 
Dockyard might be u tilised. 

3.43. The Committee further enquired whether the decision of 
Government was not based on the advice of Naval Headquarters and 
if so, why did the latter take more than 15 months to communicate 
the decision to the Dockyard. The Dy. Chief of Naval staff stated 
that Naval HQs. were apprised of the Government's dc&ion only in 
December, 1958 and they instructed the Dockyard in January, 1959 
to suspend the work. 

3.44. The Ministry of Defence have stated in a note furnished at 
the instance of the Committee that no decision against the arming 
of Merchant ships on the basis of the original scheme was ever taken 
by Government. It has been further stated that since the overall 
scheme for defensively equipping merchant ships was in the final 
stage and it was likely that an overall sanction would be accorded 
for all expenditure connected with it, i t  was not considered neces- 
sary by Naval Headquarters to obtain a scparate sanction to extend 
the provisions of the Government letter dated the 15th April, 19% 
It  has been added that N.H.Q. kept a watch on the progress of the 
case. Ultimately, when it became clear that there was no certainty 
of the scheme bang approved at an early date, on 1st July, 1058, 
Naval Headquarters requested the Ministry for ex-post-fucto sanc- 
tion being accorded to cover the pcriod under audit objection and 
also to phase the sanction over a period till 1961 to facilitate further 
conversion of the equipment. The Ministry d Defence considered 
that as the Cabinet had been approached to accord approval for 
undertaking the entire scheme of merchant sh ip ,  the sanction 
already accorded in the letter of April, 1954 msy be held to be in- 
operative till the approval of the Cabinet was recetved. N.W.Q. 
were thus advised on 19th December, 1958 that unless the approlp.l 
of the Cab& wm received, conversion of the Army type mountfa@ 
to the Navy type should cease forthwith. 



3.45. The Comrnittec re: st to observe thdt the CSA'o dbjectiap 
w u  not given prompt and due notice by the Naval Headqmubm m d  
they continued to incux expenditure without proper sanction. It is 
unfortunate that the authorities kept on watching the progress d the 
proposed scheme for more than one year a d  approached the Minis- 
try of Defence only in July, 1956 for ex-posi:focto ua~ction Had 
%he matter been taken up earlier tbe avoidable expenditure could 
have been reduced. The Committee trust that the Ministry of 
Defence will issue suitable instructions to Service Headquarters to 
give proper and prompt attention to audit objections in order b 
avoid eases of this nature. 



IV 

DEF'ENCE FACTORIES 
Director Gsmeral, Ordnance Factories 

High cost of manufacturePara 5-Pages 5-7 
Sub-pomr (A)  
4.1. In the following cases the cost of production of the same item 

manufactured in two different factories showed a large variatiim:- 
---- A - -.- 

Cost of Production 
Remarks 

1g60- 1961- 1962- 
61 62 63 

Rs. Rs. Rs. 
(i) Cartridge cases Factory 'A' . . I 7.44 22-54 The extra cost of pro 3uc- 

Factory 'B' . . 10.64 I I -56 tion in Factory 'A' 
during 1g61-62 and 
1962-63 amounted to 
Rs. 40.85 Iakhs ap- 
proximately. 

The Ministry had in- 
formed Audit that 
the demand was in 
excess of the capacity 
of the more modern 
plant at factory 'B' 
it  was neccawry to 
utilisc the lcss econo- 
mic capacity in fac 
tory 'A'. 

(ii) Bodies of a cer- Factory 'C' 23.28 33.74 23-47 The extm cost of ma- 
rain type of Factory 'D' @. 56 53.87 47.03 nufacture of the b 
ammunition dies in factory 'D' 

was Rs. 50 lakh# 
approximately. 



ComdProdtaction 
Remarks 

1960-61 1961-62 1962-63 
-.--- -- .. - -- 

Rs. m. Rs. casting; was adopod 
as an apetunemnl 
measure in factorp 'C? 
during 1953-54. How- 
ever, it was not p s i -  
ble to establish bulk 
production by the lat- 
ter method as the 
casting capaciry was 
otherwise fdlp uti- 
liscd. They had also 
stated that the pro- 
duction of thin item 
had since been dis- 
continued in tbc ord- 
nance factories. 

(iii) (a) Compo- Factory *E' . . . . 
nent 'A' for a Factory 'F' . . . . 
certain type of 
ammunit ion 

(b) Component Factory 'E' . . , . 
'B' for the Factory 'F' . . . . 
same ammuni- 
tion 

I I I .& The Minisny infonnad 
135.35 in January, rg65 that 

it was not always pas- 
sible to ensure si- 

144.16 milarity of manufac- 
207.30 turing fscilities in the 

factories and hence 
some difference in the 
cost of manuf~cturc 
of the w e  article bet- 
ween tw actories 
was inevitable. 

4.2. In the case of the first ltem uir., cartridge casee, the Ministry 
of Defence had informed Audit in January, 1965 that a decision had 
been taken to retain production of the item in Factory 'B' and divert 
the capacity at Factory 'A'. The Committee enquired as to why this 
decision was not taken earlier. The Secretary Ministry of Deleme 
(Production) stated that Factory 'A' was over a hundred years old 
and most of the plant dated back to the year 1905. Factory 'B' was, 
however, set up in 1912 and some of the plant and machinery aza 
acquired an late as seven or eight years ago. Factory 'B' was, there- 
fore, mom modem. He added that although this fact was known 
from tbe be@nalng, ordm had to be placed on h c t o y  'A' because 
FWory W was h y  with the production of a number of other items 
and the b~pactty of Factory 'A' was immediately aMilab1e He 



added that the DGOF was compelled to u8e the existing capacitier 
to  the maximum and that WPS why he had to go to an uneconomical 
factory for 'the purpose. 

4.3. The witness further stated that production of this item in 
Factory 'B' was gradually increased from 1961-62 to 1963-64. In the 
case of Fattory 'A' no further orders of this item were placed after 
March, 1- 

4.4. Explaining the difference in cost of production (Rs. 8.80 in 
1961142 and Rs. 10.98 in 1962-63), the Secretary stated that the in- 
crease was due to the cost of raw material. In the Arst year Fac- 
tory 'A' had used certain blanks from the stock whereas the other 
factory had to obtain the same at a higher cost. Further, the two 
factories had reassessed the value of their raw materials different- 
iy. Factory 'B' took the world market price (London Metal Exchange 
price) for copper while Factory 'A' based their assessment on the 
Eastern Market Review price, which was higher. This resulted in 
an artificial difference in the cost of raw material. 

45. On being asked as to why the cost of production fn factory 
'B' itself had gone up from Rs. 10.64 in 1961-82 to F&. 11.56 in 1962-63, 
the witness explained that the increase was due to the cost of raw 
material. In fact the cost of fabrication (Labour and werhead) had 
been reduced in Factory 'B' from Rs. 7.19 in '1961-62 to Rs. 5.18 in 
1962-63. 

0 

4.6. While tbe Committee are inclined to accept the rsuon for 
pWng of order an the old Factory 'A' in the first instance duo to 
the preaccuprtien of the more modern factory 'B' with other item 
of production, they set no justification for rontinuing %he production 

. of tbis item in the nneconrmhcal factory for 3 years. If, as stated in 
-a, the fact that the d of production in Factory 'A' wiU be 
arere, wm known hWCL the very bYllhlllfi)g, fbb DIQ.0.F. ahauld h.w 
Wrm dbc d e s t  opportunity b mugment the capacity of Factorg 

and dlscontinne prodnctirm d thir i t d  h betory 'A'. Rd thb 
been done r mjor parti= d extra ex#enditure could have baa 
avddd. 

4.7. In the case of the second item, atr, bodks of a certain type 04 
emmunitions, the Secretary, informed the Committee in evtdcmos 
that casting method which had been tried out in Factory 'C' wru 
adopted as an experimental measure. It wm cheaper but it did net 
pnwe ta be satisfactory for m w  production beccure d hrrwy r e j e  
tfons. During the three gears 1960-81 to 1a1J&68, out qf 21,W raulo- 
ben anly 10538 were &nally eccepbd by fnarpsctian. Tb dccthwr 



w&e &us of the order of 5a per cent of production. If the value of 
.the rejectdona wem to be added to the cost of production the d n g  
method adopted in Factory 'C' w& not be cheaper. The-diffemm 
in cost was, therefore, not reaL The witness c l a r i h i  that under 
the existing system, the cost of abnormal rejection was separately 
tonsidered and the loss written off. This was not added to the cost 
02 accepted items. He added that this procedure was being adopted 
to msem whether the ordnance factory was efaciently managed or 
not. The army was not required to pay higher cost due to inefacient 
working of an ordnance factory. On being asked as to why the c a s t  
fng method was continued year after year if it was not economical, 
the witness stabed that it was continued in the hope that, if s u c c ~  
ful, they would be able to save a lot on this account, but before they 
could arrive at a definite decision, production of this type of ammu- 
nition was stopped 

4.8. The Committee are surprised that even after trying the cad- 
Ing mefhod for more than 8 years the Ordnance Factory was neither 
able lo redace the rate of rdections nor was it able to determine the 
~ t a t i v e  emomies of th is  method of production. The Committee 
feel that the Factory should have taken into considemtion the cost 
of rejections also to determine the relative economies of this new 
P m -  

4.9. In the third case the Committee enquired as to why the ques- 
tion of augmenting the existing capacity of Factory LE' was not con- 
aidered so that the precision work for whch the other factory was 
intended did not suffler. The Secretary explained that the require- 
ments of the particular ammunition were considerable and the total 
capacity of factory 'E' was being used for the purpose. Orders for 
certain components were also placed at other places including another 
Iudnonce factory, Railways d the private Sector. He added: 

"We had to use our existing capacity to the maximum extent. 
Our Ordnance fectories are working to the maximum ex- 
tent pomible. It is a question of priorities It is not a 
question of what is economical and what is not economical. 
We have to use every bit of capacity. With the existing 
capacity it is impossible to cope with orders by any other 
way," 

4.10. In reply to another question, the witness informed the Com- 
that the price of these components in the civil sector was 

much cheaper than the cost of production in Ordpance Factories but 
the supplies were not forthcoming fram the trade. In one cone tlm 



matter had been taken up with the A r m  at  the highest level but 
despite their (Arm's) willingness to help and the urgency of the de- 
mand they could not supply the requisite numbers. The Committee 
enquired as to what action had been taken against the firms which 
failed to supply the components in time. The Secretary stated that 
orders were placed through the D.G.S.&D. and the Ministry of De- 
fence could only exert their pressure which they did to the extent 
possible. The Committee then requested the representative of the 
D.G.S.W. to furnish a written note stating what action, if any, had 
been taken against the suppliers. The information is still awaited. 

411. On being asked whether the capacity of the firm to produce 
was not assessed before placing the order on them, the Secretary 
stated that the orders for these items were given for the first time 
and the inspection could be with regard to the capacity of the firm 
to produce the material. He added that there were particular dm- 
culties when production started. 

4.12 While the Committee appreciate the fact that the existing 
capacity of the Ordnance Factories has to be ulilised to the maximum 
extent and that in an emergency the D.G.O.F. may have to place 
ordw on uneconomical factories also, 'they nevertheless feel that in 
the cases referred to above, tbe differnce in the cost of prodactfop 
was a marked one, tbe reasons for which deserve careful exrunhe 
tioa The Committee suggest that the D.G.O.F. sboukl make a em- 
stawl Rview of tbe methods and cost of manufactmrc of an itcm in 
diaerent factories. This would help 
factories and also enable him to keep 
rgon-t. 

4.18. In the inmaaces cited below 
Item in tk ordnance factories wm 

in p b a b g ,  production h the 
a watch on tbtir eCBcient man- 



43 
which it was obtained from the trade: I _ _  -. _ _  "I - . - -- . -I_ _I.-I - _ 

Average cost of pro- Trade 
duction inPactory Prices 

'G' during 1962-64 - -- . - - -  - 
Rs. Rs. 

(i) Wooden box for 50 24 The average cost of the 
packing ammuni- to material used per 
tion. 29.75 unit in the factory was 

Rs. 32 .so, which was 
much in excess of the 
cost of the finished 
article procedure from 
the trade. The extra 
cost of manufacture of 
193,862 boxes in the 
ordnance factory on 
the basis of maximum 
trade price of Rs. 29-75 
was Rs. 25 fakhs ap- 
pro,uimately. 

The Ministry had stat- 
ed in January, rg6g 
that the high cost of 
production in the fac- 
tvry was due to non- 
availability of cheaper 
variety of timber in 
sufficient quantity. 

(ii) Different typcs of Cost of ma- Average 
w d c n  boxcs for nufacture c i a  of Trade 
packing ammuni- in Factory material in- price 
t ion 'H' cludrd in 

the cost of 
production 

rr~pe I . 43 24 20 
Type 2 . 35 28 12 
' ~ Y W  3 . 18 13 4 
Type 4 . 73 52 50 
%'W 5 . 11 7 j The extra cost involv- 

ed in the rn.inufai~ure 
of I 2,006 boxes of di- 
fferent types w~s Rs. 
2.45 lakhs approxi- 
mately. 

'The hlinistry stated in 
January, I 965 that the 
only reduaion that 
could be effected in 
the cost of ma nu fir.^ 
tw was by the use 
of the least expcllsive 
variety of timber and 
that steps were being 
taken in this dilPctloa. - -I1 -*- . - I I -- - - . -  - -  - -"  ------.- -.-.-.------. 

92 (M) LS-4 



4.14. Th'e Committee enquired ao to how Ordnance factories were 
unable to procure cheaper variety of timber when the private flrms 
could do so and whether the arrangements for provisioning of timber 
were inadequate. The Secretary, Ministry of Defence (Production) 
explained in evidence that there was a spurt of orders for the parti- 
cular type of ammunition and the boxes were urgently required. 
Orders were placed on the civil sector through the D.G.S.&D. for 
75,000 boxes in August, 1961 and 2 lakhs in December, 1962, while 
25,000 numbers were purchased locally by the Factory. But the 
ieliveries from the trade were very short and since the boxes were 
required urgently the Ordnance Factory was asked to manufacture 
the boxes as fast as it could. As the Factory could not get cheaper 
wood in sumcient quantity from the market at short notice it used 
the costlier variety from its own stock. While according to speci- 
fications, the boxes were required to be made of Kanju, Mango or 
Jamun wood, the Ordnance Factow had used teak wood. The wit- 
ness added that the boxes supplied bv the trade were of much in- 
ferior raw material and in a number of cases, thev were even below 
specification. He added that as the boxes were required urgently 
certain deviations from the specifications were allowed and conces- 
@ion given to the civil trade in the matter of raw material, work- 
manshjp etc. which further lowered the prices of these boxes. 

4.15. In reply to a question the witness informed the Committee 
that the boxes were required for carriage of ammunition and would 
be used and re-used a number of times. Thus the boxes produced 
at a higher cost at tlie ordnance factorv would last longer than those 
supplied by the trade. The witness. however. accepted that these 
boxes manufactured by the ordnance factow, need not have been 
of such a high qualjtv. Asked if the help of State Governments was 
taken to get the right type of timber, the witness stated that the 
timber was obtained from State Forest Departments. 

4.16. On being asked whether the factories were able to nrorure 
wood in the subsequent years viz., 1963 and 1964, the Secretary gave 
details of the orders placed on the Forest Deptt. and the rate at which 
the supplies were received. He urged that there was a time-lag in 
each case. He. however, added that the manufacture of boxes was 
s too~ed  in the Ordnance F a c t o r i ~  as supplies from the trade im- 
proved. In replv to another question, the witness stated that efforts 
were also made to get wood from sources other than the Forest Deptt. 
but without much success. He added that even the private flrms 
were not able to procure wood to the extent required o t h e r w h  they 
could have supplied the boxes in time, 



4.17. The Committee are not satisfied with this explanation. Thay 
learn from Audit that in tho case of item (i) the number of boxes 
purchased from the trade was nearly 3 times that produced m tbe 
Factory. Even the average cost of material used per unit (Rs. 32-50) 
in the factory was much in excwls d the finished article procured 
in#n trade (k 24 to Bs. 29:75). The Committee are surprised as to 
how the Government factories were not able to procure the cheaper 
varieties of timber in sufRcient quantity when the private finns could 
do so. This clearly indicates that either no serious attempt was made 
by the Factory or the existing arrangements for provisioning of tim- 
ber are not satisfactory. The Committee desire that the matter 
ohould be further enquired into to find out what steps were taken 
by the management to procure timber of the right and cheaper varie- 
ty after the order for the manufacture d boxes was placed on it. 
The Ministry should also examine the derrirability of improving the 
existing procedure since as stated in evidence there had always been 
r time-lag in the supply of timber against the demands placed on the 
State Forest Deptt. 

4.18. Referring to the failure of the private firms to .cupply 
wooden boxes within the specified time, the Committee enquired as 
to what action had been taken against them. The representative of 
the Ministry of Supply stated that production of these boxes was 
not already established. After assessment of the capacity of the 
firms orders were placed on them, but there were certain difficulties 
with regard to the procurement of the right type of raw material. 
Ultimately the Defence Inspectorate agreed to relax the specifica- 
tions. As regards action taken to claim liquidate damages, the wit- 
ness could not give the information readily. The Committee, there- 
fore, asked the representative of the Ministry of Supply to examine 
these cases and to furnish a note indicating (i) whether a penalty 
clause was included in the contracts given to private firms: (ii) 
what action had been taken against the suppliers for not supplying 
the goods in time and (iii) in the case of wooden boxes, what were 
the rates at whicfi orders were placed on the trade, the reductions 
efiected, if any, on account of lowering of specifications and the final 
prices paid to them. The Committee regret to observe that this in- 
formation is stlll awaited. - .  
Procurement of an unwanted store-Para 13-Page 10: 

4.19. Against an 'operational indent' placed bv the Director Gene- 
ral, Ordnance Factories, for 210 tonnes of magnesium ingots, a con- 
tract was concluded by the Director General, Supplies and Disposals. 
with a private Rnn in April, 1963, for supply from abroad at a cost 
of Fk 5.86 lakhs. 



4.20. B e f m  assessing the above requirements, the Director 
General, Ordnance Factories, had not consulted the user factories. A 
review made by the factories during February to April, 1963 of the 
requirements on the basis of the production programmes upto 31st 
March, 1965, indicated the total requirements as only 40.73 tonnes, 
against a stock of 43.62 tonnes. An attempt made in July, 1963 to 
seek a reduction in the order by 50 per cent was not successful as 
the stores had already been shipped by then. 

4.21. The placement of the order without ascertaining the re- 
quirements of the user factories thus led to unnecessary purchase of 
stores valued at Rs. 5.86 lakhs. 

4.22. The Secretary, Ministry of Defence (Production) admitted 
that the estimate of 210 tonnes of magnesium ingots was absolutely 
erroneous. It was a mistake in calculation by D.G.O.F. and the 
figure was given in the course of a meeting when the requirements 
of ordnance factories were being assessed. Since then 200 tonnes 
of the material from the stock had been given to the Mint which 
was in urgent need of it at a much higher price and there were only 
45 tonnes of the material in stock. The Committee hope that such 
mistakes would be avoided in future. 

Rejection of filled shells, Appendix I-ltem (ii)-Para 27-Page 25: 

4.23. 23,578 numbers of filled shells manufactured in the ordnance 
factories during November, 1958 to October, 1959 at  a cost of Rs. 6.77 
lakhs were rejected by the user on account of repeated failure in 
proof test. 

4.24. The rejections were made known to the ordnance factory 
which supplied the ammunition only in February, 1961. But neither 
the factory which manufactured the empty shells nor the one which 
filled the shells had accepted responsibility for the failure and rejec- 
tion of the ammunition. The empty shells had, however, since been 
accepted by the Navy against regular demands. 

4.25. In this case Audit was informed in January, 1966 that the 
cause of failure was investigated jointly by the Naval Armament Illbi- 
pecting m c e r ,  Supdt. Prod and Experiment Centre, Inspector of 
Armaments, at  the factory and the Director of Naval Armament 
Inspection. Reproof and special proofa were also carried out. Dee- 
pite these investigations it was not possible to locate the caw d 
failwe, 



4.26. h e  Committee enquired if it was a new item of manufac- 
ture and  asked why tests were not carried out before undertaking 
the bulk Alling of the shells. The Secretary, Defence (Production) 
stated that it was not a new item of manufacture. The shells were 
examined before they were filled and were found suitable. After 
filling they failed in proof trials. As the defects could not be located 
there was reproof and further investigations and this also did not 
disclose any definite cause of failure. Finally it was decided to  
reject all the lot. He added that subsequently the shells had been 
reconverted into empties and had been used by inert filling for 
practice by the Navy. The loss had, therefore, been reduced to 
Rs. 46,055. 

4.27. Explaining further the procedure of inspection followed in 
the ordnance factories, the witness stated that besides the methods 
followed by the Ordnance factory to check the products a t  different 
stages, inspection was carried out by an independent agency. This 
agency was not under the control of the factory. In this case the 
inspection was carried out by a Naval OfEcer. The empty shells had 
been passed by the inspector but subsequently when they were 
filled there were some pre-matures. He added that a few rounds 
were picked up at random from each of the lots for testing and where 
defects were noticed the whole batch was rejected. In this case 
23,578 numbers were produced in twelve batches. The Committee 
enquired as to how despite scientific aids at their disposal the ex- 
perts were unable to detect the cause for the failure of the ammuni- 
tion. The Secretary stated that all the reproof and investingations 
could not reveal any definite evidence why they failed. He said 
that it was possibly due to certain hair line cracks having developed 
in the shells. But in reply to a further question he added that 
it was merely a guess and that no expert had pointed out this rea- 
son. The witness further stated that similar defects had not been 
noticed in subsequent batches. 

4.28. What surprised the Committee most in this caw was the in- 
ability of the technical experts to locate the cause of the failure of 
the ammunition in proof tests. Even till this day the definite ueas 
remains undetermined. There was evidently a defect iu the AUad 
shells as a m u l t  of which it could not be used. Still under the erist- 
ing system of check, with all the scientific aids, it had not heen parr- 
sib& to find out the defect. The Committee therefore, kft with 
the impression that the existing system af checks and hpectiaa in 
the Ordnance Factories leaves much te be desired. Th4 CommMee 
ta& 8 aurious view of this lacuna and desire that tfrk, &tar .hoP# 



,, be further examined at the highest level with a view to tightening 
up the inspection procedure in the Ordnance Factories and improving 
its eflicitmcy. 

429. The Committee regret to note that the rejections of the shells 
which were manufactured during November, 1958 to October, 1959 
were made known to the Ordnance Factory only in February 1961. 
This delay may be investigated and responsibility fixed. 

Machines bying idle-Appendix I-Item ( i i i )  Para 27-Page 25. 

4.30. 5 machines valued at Rs. 1.34 lakhs suitable for a variety 
of tool room jobs were obtained from the Army--one in 1953 and 
the rest in 1956. The machines were new and unused. 

4.31. The machines had been lying idle in a factory godown ever 
since their receipt. The Ministry had informed Audit in January, 
1965 that the machines had been reallocated and would be trans- 
ferred shortly to various ordnance factories for working on projects 
undertaken by them. 

4.32. The Committee enquired as  to how the demand for these 
five machines was made at first instance. The Secretary, Defence 
Production stated in evidence that certain machines had been dec- 
lared surplus by the Director of Ordnance Services and were lying 
with him since war-time. These were taken on the recommenda- 
tion of an expert from the ordnance factories and were sent to the 
nearest factory. Subsequently, however, the machines remained in 
this factory and were lost sight of. He admitted that there was an 
oversight and after the matter was pointed out by Audit the machines 
had been distributed to the factories where these had since been 
installed there and were in  use. 

4.33. The Committee feel concerned to note that the machines 
which were obtained on the recommendation of an expert from the 
Ordnance Factory remained idle in the factory godown for 8 to 12 
geus and it was left only to Audit to point this out. The Cosnmlttee 
feel that the existence of the machinery should have come to Ula 
notias of the factory authorities during periodical physical vertfica- 
tfons of items of tools and plant. No such physical verification ap. 
peus to have been done during all these years. The Committee 
.crr;t that the circrrmstances in whicb m a c h i r y  valuing Rs. 1-34 lakhr 
mmabd unutilised for such a long time sbould be investigated witb 
r visrr ta avoid a -ce of rtld cases, W ~ t s  in proedltue, it 
w, Earnd r s  r result of such investigationr, ahodd be removed 



Delay in compilation of a Book of Regulations for the Ordnance 
Factories-Para 32-Page 21. 

4.34. In November, 1952, Government sanctioned the creation of 
one gazetted post, four non-gazetted posts and one class XV post for 
a period of six months in connection with the preparation of a com- 
pendium of rules and regulations for Ordnance and Clothing Fac- 
tories. The staff did not complete the work even by the end of 
March, 1961. The staff was reduced to two non-gazetted personnel 
with effect from 1st April, 1961. The compendium had strll not been 
completed. The expenditure incurred upto August, 1964 on the pay 
and alowances of the staff during the last twelve years amounted 
to Rs. 2.34* lakhs approxunately. 

3.80. The Ministry intimated Audlt in January, 1966 that out of 
99 subjects to be compiled for the Book of Regulauons, 69 oubjectr 
had been completed. drafts for 23 subjects were under exarmnation 
and the work comected w ~ t h  the remanng subjecb had been kept 
pending till the drafts on the other subjects were finalistd 

4.35. The Committee enqurred if Government was not aware of 
the scope and extent of work involved when it u u t d y  sanctioned 
the ad-hoc staff. The Secretary, Defence Product~on stated that it 
was for the first time that an attempt had been made to produce 
compendium of rules and regulations for the ordnance factones. In 
the beglnrung ~t was mtended to brmg out o m  book but after the pre  
blem was studled, it was decided In 1954 to bring out two voluma. 
One book, compnsmg of 5,000 paragraphs runrung mto 1,400 paga 
had been published m 1965 and the other one was being compiled 
He, however, adrmtted that although the work was time eonsumbg 
there was ino need to keep a separate o5cer (DADGOF) to super- 
vise the work for 7 years. In the op~nion of the wltness after about 
two years, the work could have been done by one of the existing 
DADGOF. On being asked as to on what basis staff was initially 
sanctioned for nx months, the Secretary admtted that the estimate 
of work was grossly erroneous. He added that there were similar 
instances in the Mlnrstry, where the work relating to finalisation of 
books took much longer time than rnitrally estimated. On being tur- 
ther asked as to whether in the course of 12 years any assessment 
was nude about the time required for the work and what checks 
were exercised to see that the work did not get delayed, the Sec- 
retary promised to furnish a note to the Committee, which Is rrratb 
ed..'' 8 

-- -- -_  " - ---- - -  - ----- - - - 
*RavLad f4cura Rs. 2.65 Lam. 
*% A O ~  mcelved on M-1966 after the adoption of the Raport urb 
adwrsd at Appendh 111. 



4.36. The Committee enquired of the Ministry of Finance (Defen- 
ce) as to how they satisfied themselves about the justification for 
the continuance of the staff for such a long time. The Financial 
Adviser explained that in the making of a compendium of regula- 
tions i t  was difficult to say in the initial stages asr to how long it 
would take and what staff would be needed. He added that as 
and when sanction for the continuance of staff was required, the 
Ministry of Defence was asked to indicate the progress of the work 
and their estimate of time required, on the basis of which they 
accorded their concurrence. The witness further added that the 
work was not merely writing of paragraphs. After the paras far 
the book were drafted these are sent to various authorities for scru- 
tiny and approval. Their con~nlents were further esamined by the 
staff who prepared the initial drafts. All this correspondence took 
time. 

4.37. The Committee regret to n a k  the halting manner in which 
the whole case of compilation of the Book of Regulations far the 
Ordnance Factories was handled by the authorities. Not only was 
the initial estimate of the work defective but also no check seems to 
have been exercived to watch the progress by anyone (the D.G.O.F., 
Ministry of Defence and Finance) for 12 years. The Committee re- 
gard this period as too excessive and they feel thet during this long 
period the objeciive with which this work was initiated bas suffered. 
During evidence, it was admitted that there was no need to keep a 
separate oficer to superviw the werk for 7 years. The lack of inttr- 
est shown by the authorities in this case resulted not only in amid- 
abie extra expenditure but also in the delay in the publication of the 
boe)r which was considered to be useful for  the Ordinance Fectorics. 
The Committee hope that the second volume of the compendium 
would be fhalised without further loss of time. 

Acctrmzrlation of mnteriala due to au.vpension of .manufacture of an 
item-Para %Page 21. 

4.38. Against an indent placed by thc Master General of Ordn- 
ance in February, 1960 an educational order for 2,000 numbcr of a 
new item of manufacture was placcd by the Director General, Ord- 
nance Factories on an ordnance factory. This was followcd by a 
bulk order in December, 1960 for 35,000 numbers. Thew ordem 
were to be completed by 31st March, 1981 and 31st March, 1962, rcvsc 
pettively. 



4.30. The manufacture of even a single unit of the item was not 
completed by December, 1962 when the orders were suspended. 
Meanwhile, the factory had imported 37,710 numbers of a compo- 
nent, valued a t  Rs. 20.50 lakhs, required for the execution of the 
orders. Another factory also procured materials worth Rs. 1.54 lakhs 
in this connection. The entire stock worth Rs. 22 lakhs had been 
thus lying surplus and has not been disposed of so far (December, 
1964). 

4.40. The Ministry intimated Audit in January, 1965 that the accu- 
mulatlon of materials had arisen due to a change in weapon policy 
in December, 1962 and that alternative utihsation 01 the components 
impurted was receiving active consideration. 

4.41. The Committee enquired as to why the Factory did not 
restrict the import of the raw material in the first instance to the 
quantity required for meeting the educational order. The Secrcary, 
Defence Production explained that import from U.K. took normally 
12 months. In this case the Factory was quite confident of produc- 
ing the equipment and that was also the reason why the Army au- 
tliorities had placed the whole order instead of an educational orcier. 
On being asked as to why the Factory did not produce the item, the 
witness explained that at that time the Factory was busy in c.m- 
nection with other types of ammunition which had h:gher priority. 
He added that the  first batch of the material from U.K. arrived in 
August, 1962 and within three months the order for the  equipment 
was cancelled. The matter was taken up with t h e  suppliers in U.K. 
to canccl the rcmain:ng order but they replied t h a t  the t h i q p  had 
been packed and dwpatched. The witncss further informed the  
Committee that a n  attempt was being made to utilise the  m;iterial 
received from abroad with suitablt! modificatiuu. The matter was 
being negotiated w:th a private firm which had been succe;sful in 
carrying out  modifications in this item. 

4.42. The Conamittee are not able to appreciate the placing of thc 
bulk order for this itcm in Dccenibcr, 1960. when results of the edu- 
cational order placed in February, 1960 had not yet been received. 

4.43. The Committw would like to be infonned of the final utili- 
srrtion of the surplus material. 
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Military Fawns-Para 4--Pages 4-5 

5.1. The proforma accounts of Military Farms for the year 1963- 
64 included in the Commercial Appendix to the Appropriation 
Accounts show a net profit of Rs. 43.11 lakhs as against Rs. 8.80 
lakhs in the previous year. The significant increase in the amount 
of net profit is mainly due to increase in the value of sales by 48.77 
per cent. 

5.2. Out of 36 farms, 26 made a total profit of Rs. 62.55 lakhs 
and the remaining 10 incurred losses to the extent of Rs. 19.44 lakhs. 
The Military Farm, Jullundur, which incurred the heaviest loss 
(Rs. 4.70 lakhs) during the year, had also shown a loss of Rs. 3- 14 
lakhs during 1962-63. The Military Farm, Kirkee, continued to 
show adverse trading results for the fifth successive year, the loss 
being Rs. 2.09 lakhs during 1963-64. 

5.3. In December, 1962, the Government accorded sanction for 
the establishment of a sheep farm at the Military Farm, Meerut, as 
a pilot scheme for the supply of meat to the Army. The farm which 
started functioning in May, 1963 was closed down in April, 1964. 
Against an expenditure of Rs. 35,828 incurred on the scheme, the 
realisations on account of sale of meat and wool came to Rs. 9,088 
only. The loss sustained in the working of the scheme was Rs. 26,740. 

5.4. The Military Farm, Shahjahanpur which was opened to bring 
under cultivation certain military lands under the 'Grow More Food' 
campaign incurred a loss on these activities for four successive years 
since its inception as indicated below:- 

Amount of loss 
Rs. 

1960-61 . . 8,896 
1961-62 . . 80,669 
196283 . . 23,294 
1963-64 . . 15,498' 

. .  . - " -  -. " 

T h e  farm started supplying milk to troops from 1st April, 1968 and 
made a profit uf Rs. 91,864 on the sale of milk. 



5.5. According to -~ud i t  the sales of Military Farms increased 
from Ra. 4-55 crores in 1962-63 to Rs. 6.77 crores in 1963-64 but the 
gross profit came down from 29.69 per cent on turnover in 196263 
to 25.22 per cent in 1963-64. The Committee enquired about the 
reasons for decrease in the percentage of gross profit on the turn- 
over. The representative of Ministry of Defence stated that the fall 
irq the percentage was mainly due to increase in the prices of the 
locally purchased milk as also due to the increase in the cost of feed. 
In reply to another question, the witness stated that the increase 
in the turn-over during the year 1963-64 was due to the increase both 
in the quantity of the milk purchased locally and its price. There 
was, however, no substantial improvement in the quantity of the milk 
produced by the Military Farms. 

5.6. Referring to the loss of Rs. 4,69,510 incurred by the Military 
Farm, Jullundur during 1963-64, the witness stated that this was 
mainly attributable to high cost of production of milk produced at 
the farm. The farm produced about 9,13,000 litres of milk and pur- 
chased 1,66,000 litres. The average cost of production of milk at 
the farm was Rs. 7.72 per litre while the sale price was 88 paise 
per litre. The cost of the milk purchased locally was 56 paise. 

5.7. In reply to another question the Defence Secretary stated 
that the lowest production of milk was at Patbankot farm where 
it was 0'87 paise per litre and the highest production was Rs. 3-84 
per litre at Agra farm. 

5.8. The Committee asked whether in view of the high cost of 
production of milk in the Military Farm at Jullundur farm (about 
3 times the price at which ~t was purchased locally), the question of 
reorganising the Military Farms for the purchase of the entire re- 
quirements locally at cheaper price had been considered. The wit- 
ness stated that it was not possible to procure the entire requirements 
of milk locally at all the Military Stations. The Secretary, Ministry 
of Defence stated that they had been asking the State Governments 
whether they could supply the entire requirements of milk so that 
most of the uneconomical farms could be closed except where it was 
absolutely necessary to maintain them on certain minimum provi- 
dons. The Defence Ministry had also approached the Ministry of 
Agriculture in this regard. But the response was not satisfactory. 
The State Governments were prepared to supply milk provided that 
in case of a general shortage at any time, the Army authorities 
would be prepared to accept a cut in the supplies. He urged that 



if the Army authorities accepted a sudden cut in s~lpplies, the shor- 
tage in ration had to be met by procurement of condensed milk and 
rmlk powder which caused other problems, as  these items till re- 
cently had to be imported involving foreign exchange. The witness 
added that the Ministry were pleading with State Governments that 
since the requirement of the Army was only a small part of the 
total turn-over of a particular area, they should agree to meet their 
requirement in full at  all times. But the negotiations were still 
in  progress. If the proposal was accepted, some farms couid be 
wound up. Asked if it was not possible to hand over these f a r m  to 
cooperative societies who could run them with less overhead 
charges and supply the Army authorities the required quantity of 
milk, the w~tness stated the possibility of this course had not been 
explored. He added that if the State Governments agreed to under- 
take and guarantee the supply, the Ministry would certainly be pre- 
pared to take this step. But they had not come across any State 
Government which was prepared to guarantee the performance of 
the cooperative societies. In the case of vegetables, the Ministry had 
asked the State Governments to underwrite the quality and quan- 
tity. While the State Governments were prepared to underwrite 
the quality, they were not prepared to guarantee the quantity. The 
Ministry would now try this method of procurement in case of milk. 

5.9. The Committee drew attention of the witness to the recom- 
mendation made in the 17th and 33rd Reports of the PAC (Third 
Lok Sabha) regarding examining the feasibility of entrusting the 
supply of milk requirements of units and formations to civil orga- 
nisatlons. The representative of the Ministry of Defence stated that 
they only wrote to the State Governments asking them to take over 
the responsibility of supplying milk. But they had not explored the 
possibility of entrusting the supply of milk requirements to 
various cooperative agencies or private agencies. The witness added 
that in the f i s t  instance they would have to make an experiment 
i n  an  area covered by one or two farms and sea if they could en- 
sure supply from those places. If the experiment was successful, 
they would consider extending it to  other farms. 

5.10. The Committee asked about the present position regarding 
action taken on the recommendations of the R.V.F. Reorganisation 
Committee which submitted a report in 1959 and the Expert Account- 
ing Committee which submitted a report in 1962. The witness stated 
that out of 128 recommendations of the Reorganisation Committee 
final decision on 28 recommendations had yet to be taken by Ctov- 
ernment. As regards the recommendation of the Expert Accountdag 



Committee, the Ministry informed audit in August, 1965, that the new 
accounting system which was originally proposed to be introduced 
from 1st April, 1964 and later postponed to 1st April, 1965, will now 
be introduced from 1st April, 1%6. The witness agreed that action 
on these reports should be expedited and .promised to make efforts 
in this regard. The delay in introducing the new accounting system 
was due to the fact that posting of staff from the Controller General 
Defence Accounts took some time. The staff was sanctioned in Sep 
tember, 1964 and after two months they were in position. The new 
system was tried in the Lucknow Farm with effect from 1st April, 
1965 and as result of the experience in this farm, revised instructions 
were drafted in August, 1965 for other farms to follow. These in- 
structiens were still under scrutiny. 

5.11. Referring to the loss in the Military Farm, Kirkee the repre- 
sentative of the Ministry stated that this was due to ( i )  less quantity 
of milk purchased from market than produced locally, ( i i )  a wartime 
loss of Rs. 24 lakhs debited to the Farm, (iii) payment of interest 
charges amounting to Rs. 88.000; and (iv) increase of rent of land 
from Rs. 3 to Rs. 16 per acre, which had not yet been put in a fit 
~ t a t e  to grow fodder. When the Comptroller and Auditor General 
pointed out that the amount of loss in the Military Farm, Kirkce had 
increased to Rs. 7,70,973 in 1964-65, the witness stated that this loss 
had not yet been examined; and the audited accounts had been re- 
ceived in the Ministry only recently. 

5.12. Asked about the action taken to improve the working of the 
Military Farms, the Additional Secretary (Defence) stated "over a 
period of years the whale thing has been in pretty bad state of 
affairs, only last year we have started taking action to improve the 
working of these farms. A number of Committees have been ap- 
pointed." 

5.13. The Committee asked i f  any periodical reports were received 
from the Military Farms from which the Mmistry could know whe- 
ther the farms were running at a loss. The Director of Military 
farms stated that he received monthly reports from the farms show- 
ing the broad expenses under varirus heads and from these details 
he checked that there was no untoward expenditure in any farm and 
that the expenditure actually incurred was within the power of farm 
authorities. In reply to a question the Director of Military Farms. 
&at& that broadly they knew about the possibility of loss in any 
Military F m  from the beginning, but the exact extent of loss would 
be known only after the completion of full accounts of the year. As 
regards abnormal increase of loss from Rs. 2-09 lakhs in lMS-64 to 



about Rs. 7.70 lakhs in 1964-65 in the Kirkee Farm, he stated that 
that was accounted for by more cases of cattle disease which took a 
toll of 100 heads of cattle and also affected the milk yield of the re- 
maining cattle. He added that practically all the cattle-holding farms 
were running at losses. . 

5.14. The Committee asked if any action had been taken to change 
the present pricing system under which rates of issue of milk fell 
under seven groups having wide variations from one another. The 
representative of the Defence Ministry stated that a new system for 
pricing payment issues and free issues of milk would come into force 
from 23rd January, 1966. The basis adopted was the market price 
of similar quality of milk in the locality to be determined by a Com- 
mittee or a board of officers with whom a local civil officer (the col- 
lector, Deputy Collector or an Agriculturist Officer) would be associat 
ed. To this price, they would add the pasteurisation and transport 
charges which had been estimated at 14 paise per litre throughout 
India. The witness added that the net result of adopting revised 
basis would be that the payment issue price would substantially rise. 
For instance, in Delhi, the payment issue price would rise from 78 
paise to 130 paise per litre. Thus, the new system would also avoid 
the criticism that the payment issue price of milk was being sub- 
sidised. 

5.15. The witness further stated that the new pricing system 
would provide a better basis for determining whether the farms were 
running at a profit or a loss. Under the present system although the 
farms were showing profits, they could not come to a conclusion that 
these were working efficiently. The profit had increased from Rs. 8.8 
lakhs in 1962-63 to Rs. 43.11 lakhs in 1963-64 but that would prove 
nothing. This was because firstly the free issue and payment issue 
rates were not properly fixed and secondly the accounts did not pro- 
perly show whether the farms were running at a proflt or a loss. The 
witness added that both the problems mentioned above had now been 
tackled. The new accounting system would enable them to And out 
the cost of each of the main items under various broad heads viz., 
cultivation, fodder, cattle yard and dairy. Under the present systtm 
of accounting they could know the overall pmAt or loss but they 
were not able to locate the item where exactly the loss had occu- 
Unless they were able k, locate the item causing a loss, no remedial 
action could be taken. The witness added that the real test of em- 
ciency of a farm was the actual cost of production. At present vari- 
oys fictitious elements entered into the cost of production. While 
admitting that they should have t a h  speedier action an the recom- 
metndotions of the Expert Committee, the witness assured the Corn. 
mi-* it would take them one more y m  to improve matten. 

si 



5.16. The Committee desired to be furnished a note explaining the 
reasons for the high cost of production of milk in the military farms 
indicating inter aria (i) the break up of the overhead charges; md 
(ii) the relation of overhead charges to the total production in the 
Farms. The note furnished by the Ministry is at Appendix IV. 

5.17. In the absence of proper accounting system in the mititary 
farms, the Committee regret to observe that the figures of profit 
shown are unredistic as admitted by the witness and that they do 
not represent the true position of the financial working of the farms. 
The Committee were informed thdt a revised system for pricing pay- 
ment issues and free issues of milk on the basis of the market price 
in the locality would come into force from 23rd January, 1966. A 
new aceounting system which was recommended by an expert ac- 
counting Committee in November, 1962 is proposed to be introduced 
front 1st April, 1966. The Committee are not happy over the delay 
in introducing the new accounting system and they hope that its 
idtroduction will not be further postponed. They wouId watch the 
results of implementation of the new pricing system and the pro- 
gress of introducing revised accounting system through future Audit 
Reports. 

5.18. The Committee deplore the inordinate delay in the imple- 
mentation of some of the important recommendations of the R.V.F. 
re-organisation Committee which had submitted its report in 1959. 
Out of 128 recommendations made by this Committee, final decision 
on 28 recommendations had pet to be taken by Government. The 
Committee regret to observe the casual approach in this case. Thy  
would like the Ministry to expedite decisions replarding the remain- 
ing remmmendations. 

5.19. The Committee understand from the Ministry that all the 
cattle-holding farms were incurring losses. because of high cost of 
production. At present the cost of production of milk at  the various 
farms ranged from 87 paise per litre at Pathankot to 3.84 per litre 
at Agra. The average production cost on all India basis worked oat 
to &. 1.72 per litm. The Committee feel that c a t  of production of 
milk produced at Military Farms is too high. They regret to nab 
that thh problem of high cost of p d u c t i o n  of milk has not get 
been tackled effectively by the authorities concerned. In thcit e r u l i ~  
m r t a  [para 9 of 17th Report and para 19 of 39rd Report (3rd LoL 
Sabha)l the Committee had suggested tbat the Ministry sbaaM 
examhe in consultntion with the Ministries of Finance and Fosd 
and Agriculture, the feasibility of entrusting the supply af mi* 
t~@rwnenb of units and informetions to civil o~~ uWch 



might be set up for the purpose. The Committee regret to observe 
that no headway has been made in this regard. The Ministry of 
Defence have approached the State Government only to take over 
the responsibility of supplying milk to units. The State Govern- 
ments, lthough agreeable to supply milk to units, were not &lo to 
assure supplies in case of general scarcity at  any time. The Minis- 
ftlv have, however, not explored the possibility of entrusting the sup- 
plies to the Co-operative Socities or other agencies. When the Com- 
mittee made the aforesaid recommendations it was not their inten- 
tion to entrust the work to State Governmen but they wanted tbat 
this should be entrusted to private agencies so that the farms mag be 
operated more effiriently and economically. The Committee regret 
that their recommendation has not been given due consideration. The 
Committee desire that this matter should be examined in all aspects 
and early decision taken. 

5.20. Referring to the closure of the sheep Farm, Meerut, the re- 
presentative of the Ministrv of Defence stated that the farm had been 
started as an experimental scheme in consultation with the Ministry 
of Food and Agriculture to get over the difficulty in  procuring meat. 
Rut unfortunatelv there was an epidemic and most of the sheep died. 
When the Committee made a reference to the view of the offica in- 
charge of the Military Farm. Meerut and of the senior veterinary 
officer at the station that a large number of deaths was due to un- 
suitabilitv of weather 'climatic conditions and also the unsatisfactory 
conditions of grazing~accommodation at the station, the representa- 
tive of the Ministry of Defence stated that there was nothing wrong 
with the climate of Meerut for locating the farm. But in that parti- 
cular year because of heavy rain on one day (17 inches), there were 
these heavy casualties. As regards unsatisfactory conditions of graz- 
ing and accommodation, the witness stated that they had no past 
experience in the matter. I t  was now proposed to set up a sheep 
breeding farm in Rajasthan, and the matter was being carefulIy exa- 
mined in the light of the past experience. 

5.21. The Committee are surprised how this important aspect re- 
garding unwtisfactory conditions of grazinR/accommodation at the 
station was overlooked while deciding to locate the sheep farm. To 
that extent there was lack of planning and forethought on the part 
of the a c e r s  concerned. 

5.22. The Cammittee dtsire that before it is decided to set up a 
mew stveep farm' elsewhere, the question whether it is absolutely 
ammsary for the Defence autbmities to have their awn farm for the 
pnp.se+bwid beexunined. In view of the high tatablirbmeut and 



m r k d  cbarger involved in a departmmyal farm, it rbould be cop- 
ddered whether it w d d  not be more ecanomical to get the meat 
rcflppUes from other sources 

5.23. Explaining the reasons for losses incurred by the Military 
Farm, Shahjahanpur, on cultivation activities since its inception in 
1960-61, the witness stated that a lot of expenditure had to be incur- 
red on the development of the land which was virgin The Develop- 
ment cost could be recouped only after a period of three-four years. 
Secondly as a result of the National Emergency in November, 1062 
an area of 585 acres out of the total area of 802 acres, with standing 
crops on an area of 188 acres, had to be handed over to the t r o o p  
No credit had been taken in account for the value of crops over this 
area of 188 acres. Asked if any reduction had been effected in the 
staff employed on cultivation activities, the witness stated that two 
tractor drivers had been withdrawn after the area was reduced from 
802 acres to 200 acres. Apart from that, the existing stail had been 
put on managing the Military Farm, Shahjahanpur for which no 
additional st& had been sanctioned. 

5.24. In view of the fact that the cultivable land of the farm h.s 
been reduced from 802 acres Ito 200 acres, the Committee desire that 
the Ministry should consider the economic of continuing the cuttiva- 
tion activities through the Military Farm, Shahjahanpur. It s h d d  
a h  be examined whether any reduction can be dbcted in the exist- 
ing staff as a result of curtaiiment of dt ivat ion activities * 

Provision of accommodation in excess of requirements -Para 20 (c)- 
Page 15: 

5.25. Ancillary buildings costing Rs. 6:86 lakhs and a water sup- 
ply scheme costing Rs. 67,000 approximately were constructed in a 
station between August, 1963 and March, 1964 to meet the require- 
ments of certain units to be raised between August, 1963 and Decem- 
ber, 1963. As the ancillary buildings were not ready when the units 
were being raised, the personnel had to be billeted elsewhere a t  the 
etatian and thus the buildings could not be utilised fully for the in- 
tended purpose. The Ministry stated in December, 1964 that some 
of the buildings have been put to use by different units during daer- 
ent periods and that the buildings are proposed to be utilised fully 
consequent on the expected move of a major formation to the station. 

5.28. The Secretary, Ministry of Defence stated during evidence 
that in this case the real trouble was that a proper assessment abaut 
the availability of water supply was not made by the local authort- 
ties ccmcemed. The only source of water supply available was 
a2 (Ail) LS-3. 



-?ithe? Mizi bokb-Well$ oi. hoiln a tahk &lbfiging to bie4 idc)v- 
ei'fimeint. f!f ~a ter 'had 'beea  taken fmrn he b k ,  dWYaPA "cm- 
tion would have been payable to the c u f t b a b  sdhb We* hV&t!?ig 
their land from it. But that would have been quite a costly affair. 
  he witness admitted that there had been some bad planning in this 
case and added that they were looking into the matter to fix respon- 
sibdiiy. Water supply was drawn from the tank during the last war 
and it was presumed that enough water supply would be available, 
but the local army authorities did not take notice of the cost. 

5.27. ' h e  Committee regret to note that due tb latk df w* 
31atrIling in this c a e  the expezidfture oh th'e hdic- %dWnps 

6.86 lakhs) became partly inkructuoas. Tbe bcrtldhb c~Wld 
not be u t i b d  M y  for the Mended pmpase and the WMps haif 90 
be bitfeted elsewbere at the stalton. The C~~W~ittp!c wee tot$ in 
evidence tbat the ease was bin@ IMhd into With a h b v  t o  hk I&- 
ponsibili€y. They would Like to k n ~  a-t the t~ct" iM 'tWn tdgnhst 
the officer iesp"-l'ble for bad ptaahing, abd al$Q ab6dit fbit 'lladlibn 
of the buildings. 

5.28. Fop an ofscer of the rank of a Major General whose lrafsrg 
'is Rs. 2,250 per mensein, a building in Calcutta with a Rbor art% d 
4,257 sq. ft. was ~eqbisitioned in May, 1963. '?'he b u ~ ~ &  was occb 
pied by hini From June, 1963 to Septenlber, 1984. %e hccckrnda- 
tion provided was double the minimum to which he was entitled and 
the rent payable by Government was Rs. 3,900 per mensem against 
Rs. 112.50 per mensem recovered from him under the rules. The 
ltvtlilding was later dcupied by two Lieutenant Cdt6nefa ham each 
sf who& the mximtrlrn rmt recoverable was h. 7e.W p r  mensetn. 

6.29. The Contm11er General of Defence Accounts also pointed 
iR Annexure I1 of his certificate recorded h the Appropriation 

Accounts of the Defence Services for the year 196384 that a bum of 
*Rs. 50,000 wes spent irregularly on additlana and alterations t~ t b i ~  
BPl,i.lding shortly after it was requisitioned in May, 14363. 

5.30. The Committee asked how the building with a monthly rent 
of Rs. 3 , b  was requisitioned by the Army authorities for the afllcer 
of the rank of Major General. The representative of the Ministry 
of Defence stated that t h e  were certain i a p  in this arrre on the 
part of tBte l d  Army authoFitk Wbsn the hrtadquarters of fhe 



$&%ern Coxrimand w b  shifted from Lucknow ko Calcutta in 1963, 
&ere whs &cute shortage of a c c o m m ~ t i o n  there and this particub 
bu%e was foutld vacant. It Had been last occupied in 1f#1 at A rekt 
gf Rs. 1,452 per mensem. The focal Army Ofacer had pr'esumed that 
under the Rent Control Act, the rent payable would be the last p&d 
fent of Rs. 1,452 p.m. which he did not consider exorbitant in view 
of the prevalent renth in Calcutta. When the house was requisition- 
ed, the landlord first tried to get out of the requisitim hut he did not 
succeed. The collector while fixing the compensation relied on cer- 
tain deeds drawn in favour of two companies mentioning a rent of 
Rs. 2,700 p.m. and also allowed some increase over it. The witness 
added that according to the army authorities these deeds were bogus. 
There was dispute between the local Mrlitary Estate Officer and the 
Collector on the question of rent, which had not yet been settled. In 
reply to a question, the witness stated the building was requisitioned 
on 10th June. 1963, while the ~oliector  fixed the rent on 19th June, 
1964 at Rs. 3,900 which was under dispute. 

5.31. In reply to another question the witness stated that the Min- 
istry came to know about this case only when the audit para was re- 
ceived. In the meantime, the local Army authorities had spent a 
sum of Rs. 34,851 on putting the house in order for occupatian The 
landlord had removed the doors and windows, e ld r i ca l  fittings and 
bathrooms fi'ttings. The officer concerned was competent to sanction 
the expenh'itufe on repairs. 

5.52. The Comptroller & Auditor-General raised a question of fln8ta. 
cia] propriety as to whether the oflicer requiring the house for his 
own use shoutd have sancticned its requisition and expenditure cm 
repairs under his own powers. The Additional Secretary statexi that 
the ofacer concerned had taken the previous permission of the Army 
Commander. The Defence Secretary stated that this was one of 

, those c a s e  where it  coald not really be said that the delegated powers 
had been exercised with due discretion. The Ministty were consl:der- 
ing this particular point about the extent to  which these powers 
should be l h i t e d  and regulated, in consultation with the Ministry 
of Fumance. The witness added that in the present case the buifdir& 
was taken by the Chief of Staff, Eastern Command and the pa- 
were exercisable by the General Officer Commanding. The orders 
wiare actually signed by a Lt. Col. for the G.O.C. and SO the respon- 
aibiM@ was that d the G.O.C. The wftn* added that without see- 
in@ the tx4ginal Ale he epas not abie to asigr whethe thk a a n c t b  - 
a W o M  by the Chid of t%aR or the a.6.C. 



533. Asked if while obtaining the permission of the concern& 
Authority, the'area of the building and its likely rent were men- 
tioned, the Defence Secretary was unable to give this information, 
but he added that for officers of the rank of Major General and above 
there was no sanctioned scale of accommodation. He further added 
that the Controller of Defence Accounts, Patna had since accepted 
the Ministry's view that the sanctcon was without the overall powers 
of the G.O.C. Bengal Area and had dropped the objection. 

5.34. In reply to a question, the Additional Secretary stated that 
the house was derequisitioned on the 2nd August. 1965 in pursuance 
of a decision taken by the Ministry. Because of the Audit objection 
that an officer of the rank of Major General was not entitled to the 
House, after the officer was transferred it was not given to his succes- 
sor. The local Army authorities thought that they would meet the  
requirement by allotting this house which had a floor area of 4251 
sq. ft. to two officers of the rank of Lieutenant Colonel. (A Lieute- 
nant Colonel was entitled to 2100 Sq. ft  floor area plus 2 servant quar- 
ters, and a garage). But the Ministry took the view that because of 
its heavy rent, it would not be proper to continue the requ~sition of 
this House. 

5.35. The CommSttee are not happy over the manner in which the 
building (with rent of Rs. 3900 p.m.) was requisitioned in May, 1965- 
for the use of an omcer of the rank of Maj. Gen. and was retained till 
August, 1965 and an expenditure of Rs 34,851 was incurred on addi- 
tions and alterations made in the building. In addition to tho expen- 
h e  of Rs 34,851 on repairs, an approximate amount of Rs. 1.01 
tPlehs will become payable to the landlord for the period June, 1963 
to August, 1965. As against this total expenditure of Rs. 1.35 Iakhs, 
a wun of Bs. 3200 approximately has been realised from the ofRcers 
who were allotted this house during this period. 

According to the Ministry's own admission "This is one of those 
rises where we really cannot say that ihe powers that have been 
delegated have been exercised with all due discretion." The Minis- 
try ,are considering about the extent to which powers should be 
limited and regulated. The Committee would like to know about 
the decision taken in this regard. They hope that such casts will 
not rocm. 

5%. The Committee are surprised that waa after the transfer d 
the Majar General concerned in Saptember, 1981 the Army AuthorJ- 
ties thorrqht th.t they could PPeeS the reqakemsnt of amtitleineat at 
et~01111l1)od.tfoa with regard to floor uar by doting tbs hours, to tm* 



JK. Coloneb, withoat having m p d  t6 tbc heavy rent payable. Tho 
Beuse could have boen dereqrridtioned at thfs stage instead d in 
August, 1965. Tho Committee deprecate such rowtine approach on 
the part af ollicers. 

5.37. The Committee w d d  a h  We to know the outcame of the 
dispute regarding the fixation of rent of the bnildtng by the eollectol., 
They would also like to know if any part of the -diturs oi 
Be. 34,851 incurred m additions and alterations, had been recovered 
from the owner of Yhe building or the tixtnra, installed by the Army 
Authorities have been removed. 

?rregular payment of compensation for private 2ami.s --Pam 26- 
Page 19. 

5.38. Of the two rifle ranges in a station only one range was in  
active use since 1947, according to the local military authorities In 
January, 1962, a total sum of Rs. 5.63 lakhs approximately was paid 
as compensation to the owners of the private lands adjoining both the 
flrjng ranges on the ground that they had been continuously kept 
out of possession of the lands and thus precluded from enjoying 
them. Out of this amount, an amount of Rs. 2:30 lakhs (approxi- 
mately) represented the payment made in respect of the lands ad- 
joining the range which was not in use. 

5.39. The Committee asked whether Government took m y  action 
to  obtain the comments of the local rnilitary/civil authorities about 
the necsrssity and reasonableness of the compensation payable to the 
owners of private lands adjoining the firing ranges. The represen- 
tative of the Ministry of Defence stated that so far as the necessity 
was concerned, local military authorities had agreed that these lands 
were in the danger zone of the existing firing ranges which were in 
use. As regards the reasonableness of the compensation, the witness 
stated that the rate of compensation that should be paid was deter- 
mined by the Collector on a block basis i e .  certain amount in the 
first 3 years and certain amount thereafter. The Ministry, however, 
agreed to pay the lowest rate fixed by the ~olfector in the first period 
vix. Rs. 5-25 per sq. yard. 

5.40. The Committee drew attention to the statement contained 
in the audit para that only one of the two rifle ranges was in active 
u~ since 1947 according to the local military authorities. The re- 
presentative of. the Ministry of Defence stated that  this statement 
was not correct and was inadvertently made by the local military 
authorities. Subsequently the o&leer who had served in the region 



Ecrppr 9f th.r: 9@9& 0-f W =b-&aa dded 25;Jih Jimmw, W.@ for 
r e f w e  in. tbis: canpectim. The. wi- add@ Wt a letkec 

d July, @isr), <&ceived from the Pokice Coapmirsiw copfSrm;8& 
%t b w e  was in w by pol& also fqr wveral ywm. In 
1 W $  the police CgWssioner had i n f o m d  tJiw &my sulWnties 
that the range was unsafe for Aring aqd b wanted, qrtain addi- 
tions and alterations to be made. When it was pointed out that it 
was possiple that the second range might have been used by the, 
Police after 1948 and not by the Army, the witness stated that the 
ranges belonged to the Army and the Police was also making use 
of t h o  with permission of the Army authorities. They had no 
f-er daamentary evidence about the use of the ranges except 
tm lekbs .  

5.91. Committee asked what actmp was taken to give up 
tbf+ raqgqs, a f t~ r  it w q  realised that *se were not in use. The 
D$f&$. $ec&i.ary informed the Committee that till W no com- 
p+ti~a had been paid with regard to lands in questiaa thovgh 
the ranges had been in use since 1908. Only in 1958, when claims 
had30 be paid for the adjoining lands, the Ministry considered this 
quwt.&n wd in E962 both the ranges were derequisitioned. In 
rept~~ to another question, the Defence Secretary stated that corn- 
~efiga.tion is this case related to the Larrds surrounding the ranges, 
-we when raqg- were used, the owners were kept out of pa* 
ressiop at the surrounding lande. 

6.e. Pt.fm itbe £acts placed w o r e  tbna, the Cmunittae fiOa that 
thlrprc Ir, no c~ncbsivc evidence dgcumt~taqr or 0th- ps to whe- 
tsp.bvth h8iFmgrangesat t ~ s b l h n w s r e m r r r e  by tbe Anpy 
U+ 4- tbn perids~~ 1 9 4 3 4  to 'I& loEd ammy authorftisr 
rftriPolbCiiO?s, for alloc;atIng the Mag rauges might to 4 v e  maintained 
a rytistsr showing tbe aIlotments made to the vasdoa~s outits fretn 
time te h e .  Apart from this t h e  nbmld have been a periodical 
r+l%tollll by ths local ptUtary authorities repding  tbe utility a ~ d  the 
nrta& fnr captismd occupatitm of tba ranges, But fo Urs pmant caw 
tk Hinbtrp reviewed Ihe position only aidm tbe c l c b  of, the o m -  
em af tba adjphbg laads crsm in for payumt i Evan sttat 
*f, tLp *try joaL four y u p  ta dcdas ahput OM abcnd~ammt 

~ C h m f ~ ~ t S 1 , t ~ g r o c r C a U e r @ 2 n p  



5.43. Out ~f 3,600 numbers of hats, Gorkha, despa,tcW by Uqe 
Egnbarkation Commapdant, Bombay, in July, 1982 to a Centqal Ordr- 
w e  D ~ p p t ,  1,818 on receipt were found to have been damaged 
due to tawomre to rain in transit. 

5.44. A claim, for Rs. 22.740 preferred by the consignee on the 
28fh November, 1962 against the Railways was rejected by the 
latt,er on thg ground that the consignment was loaded in an open 
wagon at the reqwst of the sender who did not also provide any 
coveri~g for the s t~ req  thoqgb aglvised to do so. The M'nistry 
~ t a t e d  in January, 1965 that the loss had taken place dye to the Rail- 
ways not having taken adequate protective measures ggainst the 
ravages of weather during transit and that the matter was under 
reference to the Railway Board. 

5.45. The Committee enquired about the latest position of the 
clsum preferred by the Defence authorities agai-nst the Railways. 
The representative of the Unis trv  of Defence stated that the matter 
was still pending with the Railway Board. The witness added that  
the General Menagcr of the N~r the rn  Railway had admitted that 
t h e ~ e  was no documentary evidence to show that the requisite ins- 
tructions were brought to the notice of the Defence authorities 
and that they were asked to make arrangements for cavering the 
wagons. Asked whv the hats were loaded in open wagon, the wit- 
ness stated that the hats were in cartons which were packed in big 
wooden cases. The wooden cases were too big to be loaded in covered 
wagons, and there was no alternative but to send them in npcn wagon 
The witness added that the Ministry's contention was that to take 
since the goods were consigned at Railways' risk was for them to 
take the necessary precntuion. The witness added that there wolud 
have been no damnge if the cases had been properly covered with 
tarpaulins. 

5.46. Asked if any packages were found damaged at the port, 
the witness stated that out of sis cases, one was damaged and it 
was progetly surveyed, There was no sign of damage in other 
pu;lrag= 

5.47. The Committee asked whether, in v* of the impor(l+n~lr 
of tbe deface requirements and the fact that the casw were being 



despatched in open wagon, army authorities ensured that t h w  were 
pmperly covered with tarpaulins. The representative d the Mi* 
try of Defence stated that according to the explanation given by 
the Embarkation Commandant "since the packages were handed 
over to the Railways for despatch at Railways' risk and loading 
was carried out by the Railways, the responsibility for providing 
tarpaulin covering devolved on the Railways." The Comptroller 
and Auditor General pointed out that in a letter dated 29th July, 
1963 addressed to the Commandant of the Depot, the Chief Com- 
mercial Superintendent had stated that the sender selected an open 
wagon in terms of the forwarding note and further he was asked 
""to make his own arrangement to cover the wagons, but he did not 
provide any covering stating that the packages were well packed 
and not liable to any damage." The representative of the Minis- 
try of Defence stated this contention had been disputed by the Em- 
barkation Headquarters. In their reply to the Railways dated 30th 
September, 1963, the Defence authorities had stated that the Rail- 
ways had not furnished any documentary evidence in support of 
reported statement of the sender. The Defence Secretary stated 
that one of the printed conditions for despatch of the goods read 
"the alternative to railway risk being owner's risk, I elect to pay the 
railway risk rates." If the Defence authorities were to provide the 
covering, they would not have asked for the goods to be carried 
at Railway risk rates. Further in cases where loading was done 
by the sender, invariably a remark to the effect was given on the 
Railway Receipt, but in the present case no such remarks was in- 
corporated in the Railway Receipt. The Ministry's case was that 
the  goods were loaded by the Railways and accepted at railway 
isk 

5.48. The Defence Secretary agreed that apart from the question 
of claims against the Railways, the more important thing was the 
safety of the Defence Stores, particularly the imported items. The 
witness added that after this case came to the Ministry's notice, 
instructions were issued to the Embarkition Headquarters that in 
order to avoid recurrence of such cases it was highly desirable 
that adequate steps were taken to ensure that the stores which 
were susceptible to damage on exposure to rains were booked in 
closed wagons. 

5.49. In reply to a question, the witness stated that the consign- 
ments amved at the port in April, 1962 in six packages. Out of 
these three packages were cleared immediately but the remaining 
three packages were not identified quickly and were handed m r  
llrg the port avthcrrltlss to the Embarlration Commandant on 19th 

6 ": 



Jdy, 1962. h k e d  if any damage was caused to the second instal- 
ment of packages during their storage at the port from April to July, 
1962, the witness stated that unlike the first consignment in which 
one package was damaged, there was no damage visible when the 
second consignement of three packages was handed over to the 
Railways. The five packages were received at the Depot on the 
2nd August 1962 in wet condition. The packages were o p e d  im- 
mediately and out of the total quantity of 3,000, 1,182 hats were 
found to be in serviceable condition. A staff court of inquiry was 
held and a claim was preferred against the Railways on the 29th 
November, 1962, but it was rejected by the Chief Commercial 
Superintendent on the 26th March, 1963. Thereafter the matter had 
been taken up with the Railway Board. 

5.50. The Committee desired to be furnished with a note stating 
the nature of d a m a m  found at  the port. The note furnished by 
the Ministry is at Appendix V. 

5.51. The Committeo regret to observe that owing to lack of pro- 
per understanding between the WLitary authorities and the Bail- 
ways, there was a loss of imported stores (hats) valuing Rs. 22,74@ 
as a result of exposure to rains of the packages which were despatch- 
ed in an open wagon without any protective covering during the 
monsoon. The Committee feel that while asking for an open wagon 
the Defence authorities should have taken adequate precautions to 
protect the packages from damage due to rain. They regret to ob- 
serve that this was not done. The Committee cannot also mle out 
the possibility of some damage having occurred by rain daring s t o w  
at port since 3 of the packages received in April, 1962 were handed 
over by the port authorities to tbe Embarkation Commandant in 
Jdy, 1962. The Committee note the contention of the Defence Nin- 
istry that the goods had been booked at Railway risk at higber rates 
of freight. Even so, the Committee feel that the Embarkation Read- 
quarters should have ensured that the packages were actually pnr- 
vided with adequate covering, especially when the goods were sus- 
ceptible to damage by rain and also when goods were despatched 
during monsoon season. The Committee hope that the CMEcers will 
be more careful in handling defence stores which are impartad at the 
cost af much needed foreign exchange and the damage to wbich is 
.bo likely to affect the operational cficiency of the A m d  Forces. 

5.52. The Committee dosire that in the present case the diquta 
beheen the Railways and Defence Authorities should be settled 
curly and a rcport submitted to them. 



5.53. A dqputq WA* a contractor which am@. in connection wi* 
the lease of the National Stadium Cinema to him for a period of 
t h ~  years with,.e@ect fro-m 1st J$nuary, 4991 i p s  not so far been 
settled. 

5.54. In July, lseB, the Camp Commandant executed an agree- 
ment with the contcactor containing a provision for the payment 
of compensation to the contractor by his successor for improve- 
ments m the caema building effected by the former. This agree- 
ment, not being on the standard iorm, was not accepted by the 
higbez administrative authorities. The contractor, however, refu- 
sed to accept any revision of the arrangements and claimed con&- 
pensation when he was asked to vacate the cinema building by 
31%t December, 1954. Subsequently, the lease was further exten- 
ded from 1st January, 1954 to 31st March, 1956. The contractor 
obtained In April, 1955 an injuction from the court, restraining the 
Government from evicting him from the premises until the d~spute 
reqprding'the payment of compensation to the contractor was settled 
by arbitration. 

553. The ar;bikqMon was agreed to in June, 1955 and an arbit- 
rqtor was .appomted in Oct~ber,  1955. The contractor claimed 
b q x e  the arbitrator a compematlon of Rs. 1,29,345 (December, 
l w ) . .  The case was heard on 3rd March, 1956. 20 more hear- 
q p  were held over a period of nearly three years from May, 1956 
to ' M ~ E C ~ ,  1959, when the arb~trator was transferred from the 
s t a b n .  Orders to file an application. for the appoultment o: an- 
otbw asbitrator were issued by the administrative authont~es after 
about five years, in Febrylary, lQ64. No arbitrator has been appoin- 
ted SQ f q  (December, 1w). Meanwhile the authorities, as adgi- 
sq3 by the Wistry of La-y, have nQt accepted any rent since 
Novelrpber, 1&7 from the clnerna contractor, pending his evictmn. 
The accumujated arrears of reqt up to the end, of March, 1964 
ampunt& to Rs. 2-54 l a k b  appr~ximately. 

5.65. The Committee desired to know the action taken pursuant 
to their recommendations made in this regard in para 20 of the 
33rd Report (3rd his Sabha) . The rc?presentattve of Minisky of 
Dwfence stated that as a result of consultation with the Ministry 
of Lew and the Solicitor General, an application had been flied in 
the court an the 17th J ~ n u a r y ,  1966 plendmg that the agreement 
with the contractor was ultra vires of Article 299 of the Conrtitu- 
tiw and not enfolceeabl@ Aslred why this point regadmg invali- 
dity of the agreement escaped the n o t m  of the Law Miflistry whep 
it was .shown to them in 1935, the reprcse:itative of the Law Minis- 
try admitted that this was an omissioa 



5.57. The Committee feel concerned to observe that there was onn 
o,r+i,~, olf- t+e p q t  of the ofpcer of the -try of Law to notice 
tI$s- point even aft& tbs S u ~ ~ e m , e  Court gave a ruling in twb rams 
ip iq2'th@ contriptr oot execu.@d acmnbg to the c o n r t i b t i d  
r&&uemwts cagplot .,. - k validated, by raaftcation. In view of (be 
ferk ti&" tb case was saa by Ministry of Lnw on bveral ocerrrioms 
after the publication of Supreme Court's ruling in 1962, the omissitm 
$ all the more regrettable. 

5tS8 T b  CBePOliW hpve also cool(e woas soae instan- a t  
e t lm  piaces Whprt tbq ppiniuo given by the Mp@kry of Law yas 
based more on expediency t4m on law osr; tha4 ii was given withrrut 
considering all upeets of the case (as in the care under dkawion) 
or Clbay have givea several opinioas incet)~i&nt with each o w .  

The Committee have also come across instaqces where the Admi- 
nistrative Ministries refar cases to the Ministry of Law though net 
strictlp necassPry w b v  even some important cases where prior 
txuyultr,tian d the M y  of Lay would be beneficial for safe- 
guarding the iptexqts ~f Government arc not referred to that 
Ministry at appropriate stage. 

5.59. The Committee therefore, suggest that a proper procedure 
should be laid dewn 69r rderriqg tbe cases to the Ministry of Law 
and time-limit should also be fixed fot the Ministry of Law to give 
tlreir opinion. 

5.60. The Comrpittee find from* the note furnished by tbr: Ministry 
af Law tbat the Solicitor General had suggested that tbere w W  
be no ,&c t ion  on rent or compsluation being aecepkd wilhout 
prejp+e to the coatention of the Government. 

5.61. The Cammitteo woold like to know about tbe action taken 
by tbe Mnfstry of Dsetncs to mcatlar the rent from the contractor. 

@.a. The Committee asked about the action taken against the 
d&ers responsible for not reporting till November. 1962 the un- 
authorlred occupation of certain premises by the contractor. The 
trW9tpas atated that w a result of the court of enquiry appointed in 
Dpce#m, 1% respwdbiU& hgd been fixed on seven oiacers who 



were still in service and to whom the displeasure of the Chief of 
the &my Staff had been communited. The Committee desired to be 
furnished with a note stating (i) when the report of the Court of 
Enquiry was submitted and (ii) when the displeasure d the Chief 
of the Army Staff was communited to the ofHcers, i.e., whether before 
or after the PAC recommendations made in 33rd Report. 

5.63. From a note submitted by the Ministry of Defence the 
Committee find that the report of the Court of Enquiry was submit 
ted to the Chief of the Army StafT on the 3rd December, 1984 and 
his displeasure was conveyed to the swen ofacers during December, 
1964 to March 1965. 

5.64. The Committee hope that necessary remedial measnores will 
be taken by the Ministry to prevent such nnanthorised ompation of 
Government premises by c o n ~ t o r s  and abo concealment at infar- 
d o n  about such mauthorised occupatian, 

5.65. The Committee wodd also like to be infwmed about the dud- 
don of the court on the applications for vacation of the injunction 
against Government in tbe present case, 

5.66. The Committee also regret to note the abnormal delay of 
over 10 years which has taken place in 18nalising this ease. The 
d e s h b i t y  of early finalisation of this case can hardly be ovew 
emphasised. 

Master General of Ordnance Branch 

5.67. Against an indent placed by the Master General of Ord- 
nance the India Store Department, London, concluded a contract on 
28th November, 1963 for 42 members of an equipment at  a cost of 
Rs. 13.72 lakhs. On 29th November, 1963, they were asked by the 
Master General of Ordnance to restrict the purchases to U numbem 
only. This new estimate of 24 by the Master Ceneral of Ordnance 
was based on the revised provisioning policy decided upon then, but 
did not take into account the  reduction as a result of reorganisation 
of Army units which had taken place as early as April/May, 1963. 
The effect of this reduction was caIculated only in January, 1964 
when the indentor re-assessed his net requirements of the equfpment 
at seven only. The supplier, however, agreed on 17th February, 1964 
to a reduction of 18 numbers only and 24 numbera had therefore to 
be purchased at a c a t  of Ra, 34,600 each, 



5.68. The review as on September, 1964 showed a surplus of 16 
numbera of the equipment, valued at Rs. 5-44 lakhs. 

5.69. The Committee asked why the reduction in the requirement 
called for as a result of reorganisation of the Army Units that took 
place in April/May, 1963, was not calculated till January, 1964. The 
Secretary, Ministry of Defence stated that whenever a unit was 
reorganised or abolished, consequential changes were made in the 
equipment table. The Master General of Ordnance was informed 
by the Army Statistical Organisation about the increase or decrease 
in requirement to enable him to take provisioning action. But in 
the present case, due to lack of coordination between certain 
sections of Army Headquarters, while the army Statistical Organisa- 
tton were informed about the changes in sanctioned establ~shrnents, 
no information about the consequential change in the requirement of 
the equipment was sent to them. The witness added that normally 
various changes in requirements were taken into account at the 
time of the annual provision reviews. But in the present case, as a 
material change in' requirement involving a change in the basic 
equipment had occurred, the position had to be reviewed during the 
intervening period. 

5.70. Asked how the requirement was reduced from &! to 24 on 
the next day of signing the agreement on 28th November, 1963, the 
witness stated that the indent had been placed on the ISM, London 
in April/May, 1963 but subsequently because of a change in provi- 
sioning policy the requirement came down. But the indentor was 
not aware whether the contract had been placed. 

5.71. Explaining the circumstances leading to the reduction of 
the requirement to seven in January. 196.1, the Defence Secretary 
stated that the equipment being a proprietary item, the ISM had 
asked for a proprietary certificate from the indentor. When this 
matter was referred to the Ministry of Finance (Defence), they ad- 
vised that the indent should be checked with reference to the reducc 
tion in establishment. As regards the question why the ISM, London 
did not ask for a proprietary certificate bcfnre placing the order, the 
witness stated that he had placed the order on 28th November, 1963 
in anticipation of likely increase in r a t s  as a result of the national 
mge award in U.K. which was to be announced on 2nd December, 
19(33. The witness added that the redeeming feature of this case 
was that the surplus equipment was now required by the Army. In 
k t  there was a dMciency of this item. 

S.72 T~WJ Committee And that after placing the indent far the 
qolposat oa tbe India Stom Dspuhnent, Londoa, two haperoUt 



hrdigbk VikWithWg b&&idb la 'tBrs iapPira3nank taok ME&@ viz, 
t i )  Reorganisatk df h m y  'bdh th AprilfBby, 1963 dad chaqm b 
provisioning policy. While reducing the order in November, 1963, 
the &st& General of orLance  tdok into a&&t the chahgeii h the 
provisioning policy but it is regrettable t h t  owing to lack of cdili- 
dination in the various sections of the Anny Headquarters, t b  
decrease in the requirement on account of reorganbtibn ,of Mfr 
units was not brought to the notice of the M.G.O. The timely act id  
by the sections concerned would have enabled the M.G.o. tq take 
into account the decreased requirement while modifying the order h 
November, 1963. The Committee desired that t'he present procedure 
should be tightened with a view to ensuring that all importad 
<hang- affecting the provisioning of costly and important equip- 
ment are brought to the notice of the M.G.O. prdmptly to avoid over 
provisioning and unnecessary locking up of b d s .  
Ostra expmdtrure in stitching garments-Para ]&Page 11: 

5.73. TO meet the emergent requirements d garments for new 
recruits up to 31st March, 1963, the folfdwing orders were placed by 
&he Director of Ordnance Semcw 

(i) a bulk order for 9,13,200 garments to be stitched at a cost 
of Rs. 13.72 lams was placed in December, 1882 with a 
firm which gave the lowest quotatfon, without even call- 
ing for limited tend& but only on the basis of verbal and 
telephonic ertquiries made in DelM and Allahabad; 

(ii) orders for the stitching of 6,07,000 numbers were placed 
during February, 1963 with Ftven Arm3 after limited !e?der 
enquiries at diherent stations. 

5.74 Against the order referred to in (i) above, only 1,71,51@ 
numbers (19 per cent of the requirements) were stitched by the end 
of March, 1963, which was the stipulated period for completion of 
supplies. The balance was supplied between 1st April and 28th Dec- 
ember, 1963. The firms referrcd t:, in item (ii) above also complet 
ed their supplies between 30th April, 1963 and 10th December, 1WI 
b : m d  of by Msrch, 1963 as s:!pulated in the respective agreements, 
The local, and costlier, arrangements for stitching which had been 
specifically authorised to meet emergent requirements (imtead of 
tEe usual method of procurement through the Mrector Qenetrl, 
&upplies and Disposals and/or Directar General, Ordnance Factoriw) 
b u s  did no2 serve the purpose in view. The order referred to In 
itern ( i )  involvsd an extra expenditure of Ra. 4 lakhs with reference 
ta ah? hi@& r a h  at which the ie~"'&&l to fir I& (U) above 
M p Z a c k k  



b.75. The aCmknitZde mked i9wcrt the rePaans fm .dot pladng * 
.bulk wdtrs far ganneftts an the Dhctm CZeneral of Orchum Fat- 
-t-s m the -f]rs'&r Ckheral ot WppliCs and Dieposals. The M- 
'en* Secetary that they 4rrrd asked both the D.G.O.F. and tb 
.D.G.S. & D. %4kbher they cmld d&ver the guartitks in time. Brtt 
%hey repWd that they had n d  got the capacity and that they w d  
take e huch kmger time to make supplfes. Asked whether the 
capacity 6f the firm d Delhi, was ascertained before placing tPre 
oftlet, the wiMe$s stated that preM~e8 09 this Brm we* visited by 
the Director of Ordnance Services on th 29th November, 1962. The 
fhn  possessed modern power driven machines for cutting, buttan- 
holing and collar-making and it was fully geared up for mass pro- 
duction. The d m  was at that time engaged in mam production of 
mazri garments which Were being eltparted. The Director of Ord- 
nahce Servfm felt that the firm was likely to he in a pasition to meet 
the requirements of the Army ih full. The Conunittee pointed out 
that quantity of garments on order worked out to deli- of about 
9,806 per day and asked whether the d c e r s  were satfjfled that the 
firm had that capadty. The re'pmmtative of tbe Minis* stated 
that the report did not indicate whether this aspect wrrs gone into. 

5.76. m e  witness added that out uf the three firms of Delhi and 
three Arms of Anahabad which had quoted, the quotation of thilr 
firm was the lowest. On h n  attention being drawn to the statement 
contained in the Audit para that the contract was placed on the basis 
of ~ f y  tel#o*ic enquiries made in Blhi  and Allababad the wit- 
ness stated that in Delhi only telephonic enquiries were mite but 
in Ahhabad  an advertisement was issued. The quotations inchrding 
that A thC flFm in question *re received in writing. 

5.77. The Committee pointed out that the order placed on the 
Arm involved an exth expenditure of Rs. 4 lakhs as comparedl to 
t h e  highest rates at which the orden were later placed in FebFazu?p, 
1963 in the second case referred to in the Audit para. The Wtn& 
stated that rates quoted in the h t  order were lower than the exat 
of the D.G.O.F. Referring to the comparison with the rates of tb 
fimt dnd the sffond orders, the witness stated that at ttre time of 
placing the first ordm in November/December, 1962, inmediately 
amahgernent had 1~ be made to p m  garments for the reciYtWl 
w b  had Begun bo arrive. 

4.'18. Referring to tbe delay in the supplies, the witaess admitted 
that the fhm d e l i v d  only 18 to 10 per ecnt of the trortal quantfv 
odered by ~e stipulated data The D.O.S. had a t c d  the hretaP) 
in Mmh, 1983 and found that they had quite a number of pad& 



machines and that there was reasonable expectation of their fulfjll- 
ing the order. As regards the action taken against the ftrm the 
witness stated that the D.G.S. & D. and Law Ministry had been 
consulted in the matter. Certain penalties advised by the Law 
Ministry were being imposed on the firm. The witness added that 
the Ministry of Law had advised that in the aircumstances if the 
Government did not suffer any actual or potential loss, it would be 
difficult to recover liquidated damages at the rates mentioned ia 
the contract, i.e. 2 to 5 per cent of the price of any stores which the 
firm failed to deliver for each day during which such stores might 
be in arrears. The damage suffered by Government in this case 
was that the trainees who were in the various training centres had 
to undergo training without uniforms. The Committee desired to 
h o w  whether any letter was addressed to the firm pointing out 
their liability to pay damages under the terms of contract. The 
witness promised to check up the position and send a note. Asked 
if any deposit was taken from the firm before giving the contract, 
the Additional Secretary (Defence) informed the Committee that a 
deposit of Rs. 1 lakh was taken. The note furnished by the Minis- 
try is at Appendix VI. 

5.79. In reply to a question the representative of the Ministry 
dated that in the case of the second order placed in JanuaryIFeb 
mary, 1963, no finn had completed supplies by the due date. 

5.80. Asked about the position regarding actual utilisation of the 
garments, the representative of the Army Headquarters stated that 
by March, 1964, 5,20,000 garments i e .  53 per cent of total quantity 
ordered in Delhi had been issued. In the initial stages these were 
h u e d  as soon as these came in. 

5.81. The Committee are not etisfied with the action of the Army 
authorities in placing a bulk order on a single firm for stitching of 
B , W  garments to be supplied in 3 months' period on the basis of 
QnotPtians obtained from 3 h s  after verbal or telephonic inquirk. 
The &m wm able to supply only 19 per c a t  of the quantity ordered 
by the due date and the balance by Docember, 1963, i.e., in about r 
year from the date of plachg: the order. In the meantime, the 
manits who had to be clothed, had to undergo training witbut 
uniforms Thue, even though an extra expenditure of Rs. 4 Wrhq 
was incurred (as compared with the hi- rate in the setond 
edm), the parpose in view was not served. Auther, due ta delayed 

only !El% of the ~uaatity ordermi in Dew could be kadl 
by March, 1984 and tbe remrkriag quantity h.8 not been t a t i k d  by 
fbn 

L 
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5.82. The Committee are surprised how the b e t o r  of Ordnance 
Seo.vieecl who visited She factory before pladng the order was satis- 
fied a b u t  the capacity of the Brm to execute this bulk order by the 
due date. They are inclined to take the view that the assessment of 
the capacity of the firm made by the oilher was faulty. 

5.83. Tbe Committee find from the Mmistry's note that an amount 
of Rs. 8971/- had bseh recovered from the firm as a penalty for 
delaying the supplies. The p e d t y  was levied after consulting the 
Ministry of Law and stated to have been calculated @lo% of 2 per 
cent according to the procedure followed by the D.G.S. & D. Taking 
into consideration that the Government had to incur an extra 
expenditure of p. 4 lalrhs approximately (as compared to the higest 
rates in the second order placed in February, 1963), the Committee 
feel that levying 04 a penalty of Rs. Wl/- was too meagre. It i s  
understood from Audit that the token damages 010% of 2 per cent 
are levied by the Director GenOel, Supplies & Disposals in c a s e  
where- 

(a)  Higher prices have not been'paid for earlier deliveries, or 

(b )  Gr)vcmrnent have not been put to a n y  loss for belated 
supplies. 

Even this was 11at applicable in the present case. Time was tbe 
essence oL this contract and it was on that account that Government 
peM higher rates involving quite a lot at ex- expenditure. The, 
Committee feel that the major nortion of the extra expenditure of 
P,s. 4 lakhs which the Ministry incurred on the place of prompt 
s~gpltes. and which did no. rnaterialise in time should have been 
tccoyered from the contractor. 

5.84. According to the agreement the quantum of penalty a t  the 
lowest rates (2' ) was Rs. 16:83 lakhs appmimately and the highest 
rates (So{,) was Rs. 40.08 lilch~ as against the amount of Ra. 13.72 
lakha payable to the contractor for tbe entire work. The Ministry of 
Law had advised that the amount of the damages calculated eecord- 
ing to the agmemsnt would be conddere3 by the Court OF Lnw as 
Utxreseive and unconscionable," and that it would be advisable to 
assess compensation for delayed performance on the basii of 
D.G.S. 8r. D's. practice. Tbe Committee arc surprised to learn how 
the Ministry of Law gave this opinion about levying of penalty 
according to the procedure foltowed by the D.GS. & D., when them 
was a clear sttpuhtYon in 'the agreement about the recovery oC 
liquidated damagas and when tfme was the eswmee of thii contract. 

9a(Aii)LS-6 



Behy in utizisation of building and equlipmerrtPara 37-Page 23, 
Sub-para (1) (a),: 

, . .  
5.85. In May, 1959, Government sanctioned the construction ,of nl 

'timber seasonhg kiln in a Central Ordnance Depot, at a wst ,@f: 
Rs. 2.11 lakhs. The construction of the kiln building was, haweuark 
taken up four years thereafter and completed in December, 1963 at 
a cost of Rs. 1.23 lakhs; the sheds for 'boilers were completed in 
March, 1964 at a cost of Rs. 14,787. During March to July,.l96l 
machinery valued at Rs. 86,600 had also M n  received from the 
Small Arms Factory, Kanpur and Engineer Store Depot, Panagarh. 
Although an expenditure of Rs. 2.25 lakhs (approximately) was 
thus incurred, the k ~ l n  had not been commissioned by Jarluary, 1965 
in the absence of the necessary power connection and for want ot 
certain laboratory equipment and of the remsining items of machi- 
nery. Unseasoned timber therefore continues to be issued to units. 

5.86. The representat~ve of the Ministry admitted that there had 
been inordinate delay in the commissioning of the kiln and the 
seasoning plant. It was not known that this laboratory equipment 
was available with the D.G.Q.F. After this became kncwn, the 
question of suitability of equipment had to be examined. In the 
meantime, the original site which had been selected was requi r~d  
for m e  other purpose and therefore site had to be changed. 
There was also some delay in the Ministry in giving the revised 
administrative approval. Explaining the present position, the 
witness added that all the four kilns had started functioning and 
the seasoning plant was expected to go into use from the 15th 
February, 1966. 

5.87. The Committee regret to observe that there had been inordi- 
nate deby 4n starting the eonltruction of tbr? kiln building an11 
sabsequcntly in commissioning the seasoning plant. Although the 
laboratory equipment, the avallabilitv of which held up the com- 
missianing was avaiiabte with the Director General of Ordnance 
Paeforics since 1968, this fact was net lrnavn to tbe Army auhoriths 
due fb lack of coordination. The ether diBRcultiw whieb had  up the 
c o m m n i n g  of the plant viz.. weut d necesary power connection 
P13d cCKf.in other stores could have beem avoided with pmper plnn- 
ning'. Tbe Committee hepe that such delays will be avoided in 
future. 

Sub-para l ( b )  : 
5.88. In December, 1956, Army Headquertesn d&ded to instal a 

prerrva:ion plant in the same depot, for treatment of infest@ tim- 



ber. An indent for the procurement of the plant was placed by the 
depot on the Director General, Supplies and Disposals, five years 
later, in January, 1962 and the plant was received in January, 1983. 
But it is lying unutilised since then due to non-availability of power. 
Thus even eight years after the decision was taken, facilities for 
preservation have not been established. 

5.89. The representative of the Ministry admitted that this was 
a case of bad planning. There was failure to consult the main users 
in the initial planning of the project. The plant was expected to go 
into production by the 15th February, 1966. 

5.99. The Cnm~nittet regret to observe that this is another case 
d bad planning. There was delay in the placement of the indent for 
the preservation plant and also in its utilisation after its receipt in 
January, 1953. The Committee would also like to know the date on 
which the plant actually goes into production. 

Sub-para ( 2 )  : 

5.91. A proposal mooted by the Army Headquarters in October, 
1950 for setting up a small laboratory in a Central Ordnance Depot. 
for testing stores at the spot, instead of sending them to another 
station, was accepted by Government in March, 1958. Additions and 
alterations to an exis?ing shed selected for housing the laboratory, 
were accordingly completed by the end of November, 1961 at a cost 
of R?. 26,250, and furniture and laboratory equipment costing 
&. 28,000 (approximately) were also procured. 

5.92. The laboratory had not started functioning till December, 
1964-six years after its setting up was sanctioned-for want of cer- 
tain essential fitments to the building and of some equipment and 
th?mical stores. In 'the meantlme, stores continued to be sent to an- 
other station for testing. 

593. Explaining the present position, the representative of the 
Ministry of Defence stated that the laboratory had started function- 
ing. The stores which were previously being sont to another staticn 
for testing were now tested in the d- at. Upto February, 1355 the 
mtpenditure incurred on the laboratory equipment and the building 
was Rs. 33.655 and h. 26,250 respectively. 

6 . k  The Committee feel c ~ n r c r r ~ r l  o v c ~  the tardy. nlrrlner in 
rrbieb the propaul mooted by the A m y  Headquarters in October, 
1966 for mtting up a rnrtl labaratmy in the Depot was pPrsaed, " h e  
mawtiming of the lvrwtdoa of the l a h t o r g  t o r d ~ w  yeam IPd 



there was a further delay of seven years in establishing it. The CJm- 
mittee feet1 that once the decision to estaldish a. laboratory had be- 
taken in March, 1958, it should have been executed expeditiously. 

Delay in repair/overhaul of vehicles-Para 38-Pages 23-24: 

5.95. In March, 1958, a contract was concluded with a firm for, 
repair/overhaul of Army vehicles and between the 7th and 17th of 
May, 1958, 50 vehicles were handed over tb them for repair/overhaul. 

5.96. The contractor failed to deliver the vehicles after repair1 
overhaul according to the time schedule stipulated in the contract, 
and the contract was cancelled by Government on 31st October, 1958. 
The contractor, however, refused to return the 50 vehicles on the- 
plea that he must first be paid for the work he had gone. These 
vehicles which were handed over to the contractor more than six 
years ago are still in his possession. The dispute is stated to b e  
undzr arbitration since July, 1959. 

5.97. The representative of the Army Headquarters stated that in 
this case an effort was made to get the vehicles back but the firm 
refused to allow the officers to enter their premises and sought an 
injunction in a court of law. As advised by the, Ministry of Law 
negotiatiow were held with the firm but these failed. Thereafter, 
the Ministry filed an application that the case be referred to arbitra- 
tion but the firm opposed it. The case went on for some time and 
the petition of the firm was rejected by the Court in January, 1964. 
The matter had been under arbitration since then. The last hearings 
were held in April, 1965. Thereafter the hearings had been post- 
poned due to certain points raised by the firm. Asked if any time. 
limit had been fixed for conclusion of the arbitration proceedings, 
the witness stated that a period of six months had been fixed but  
tho firm had been asking for extensions from the court. The time. 
had been extended to April, 1966 at present. In reply to a question,. 
the representative of the Ministry stated that amount involved in 
the dispute was Rs. 1,63,800 which represented the approximate 
value of the vehicles lying with the firm. 

5.98. The C. & A.G. pointed out that according to the terms and 
conditions of the contract, the vehicles were to be kept insured for a 
value of Rs. 5 lakhs being the value of 50 vehicles which would be 
the maximum number in the custody of the contractor at any one 
time. The representative of the Ministry stated that there was an 
insurance cover for these vehicles but it w ~ u l d  have to be verified 
whether i t  was k q t  current when the vehicles continued to remain- 
with the contractor. Asked whether the contractor was using t h ~  



vehicles, the witness stated that according to the Ministry's idorma- 
tion he was not using them. These were lying in  the open in diEG 
mantled condition in a heap. The witness further stated that as the 
contractor had not repaired the vehicles inspite of extensions given 
to him, he was asked t o .  return the vehicles without any cost. 
The contractor's claim was that he had incurred some expenditure 
and that should be paid to him. That was &?-cause of dispute which 
had been referred to the arbitrator. hsked if the vehicles could not 
be taken possession of under the Defence of India Rules, the witness 
stated that when these were delivered to the firm in 1958, D.I.R. was 
not in force. Asked if after the issue of the injuction against Gov- 
ernment, an application was made to the court for the release of the 
vehicles, the witness stated that the Army authorities had made a 
plea that the injuction might be removed on the conditisn that they 
would appoint an arbitrator to settle the dispute. He promised to 
send a note stating whether an application was made for the release 
of the vehicles. In a note (Appendix VII) submitted IT the Minis- 
try i t  has been stated that since the terms of the contr-ct provide for 
settlement of the dispute by arbitration, a motion di:x: to the court 
for a decree for return of the vehicles would patently not be main- 
tainable. The action to refer the dispute to arbitration was taken in 
accordance with the Law Ministry's advice. 

5.99. The Committee feel concerned to find that 50 vehicles handed 
over to the contractor for repairs in 1958 were neither repaired by 
him nor had been returned by him so far even after about 8 years. 
In the meantime, the vehicles had heen deteriorating as a result of 
their being kept in the open and in dismantled condition The Corn- 
&tee cannot view with equanimity the facts of this case and the 
state of helplessness in which Government found itself as a result of 
the agreement entered into with this party. The case points to the 
necessity of examination of the contract form in order to make a 
provision for cases of this type, viz., withholding Government pro- 
perty delivered to a contractor for repairs, withhold:-g of the same 
without carrying out repairs and yet claiming some compensa:ion 
for having incurred alleged expenses. 

5.100. The Con~mittce desire Plat  necessary steps should be taken 
in eonsultation with the Mici ary  of Law to expedite the settlement 
of the dispute which hni been going on with the contractor since, 
1958. They would also like to know the final result of the arbitration 
in this case. The Committee would also like to know whether Gov- 
ernment have considewd any departmental action such as black- 
lbting the contractor for his non-cooperative and obstructive, 
attitude. 



Avoidal$e .expenditure on- procurement of an unauthorised itRn of 
ammunition-Para 39-Page 24: 

5.101. On the basis of a provisional scale of operational reserve 
fixed as early as in 1950, the Master General of Ordnance placed 
three demands on the Director General, Ordnance Factories during 
July and August, 1960 for the supply of 92,000 numbers of an item 
of ammunition estimated to cost Rs. 55.20 lakhs. When the position 
was reviewed in 1961 at the instance of Audit it became known that 
the operational reserve of this ammunition was not authorised at all. 
The Director General, Ordnance Factories was asked in January, 
1963 to cancel the demands to the extent possible without Anandd 
repercussions. Only 44,632 numbers could, however, be cancelled 
without any financial repercussions. Of the remaining 47,368 num- 
bers, 30,954 numbers were supplied by the Director General, Ord- 
nance Factories up to April, 1964. In May, 1964 orders were issued 
by the Master General of Ordnance Branch to suspend further p r e  
duction of the item. 

5.102. According to Audit, the placement of demands in 1960 for 
an unauthorised item of ammunition and the delay in taking action 

.to cancel the demands even after the position was reviewed in 1961 
have resulted in an avoidable expenditure of Rs. 25 lakhs (approxi- 
mately) on the quantity of 30,954 already supplied. In addition, the 
expenditure incurred so far on the manufacture of the remaining 
16,414 numbers has also to be viewed as avoidable. 

5.103. The representative of the Ministry of Defence stated that 
in this case the orders had been placed on the D.G.O.F. in July- . 
August, 1960 on the basis of a provision review carried out by the 
M.G.O. in April, 1960. At that time, operational reserve had been 
provided for this item vide the General Staff Branch letter dated 
20th December, 1950. This item was removed from the revised list 
of scales issued vide the General Staff Branch letter dated 26th May, 
1960. Asked if at the time of placing the orders on the D.G.O.F. in 
July-August, 1960, the deletion of this item from the revised list had 
been noticed by the M.G.O. Branch, the representative of the Minis- 
try (Army Headquarters) replied in the negative and added that it 
was an omission. The deletion of this item from the revised list 
was pointed out by the Ministry of Finance (Defence) in January, 
1961, by which time the orders had already been placed. Asked why 
at that stage no action was taken to cancel the order, the representa- 
tive of the Ministry stated that everybody thought that the item hair 
been omitted from the revised list by mistake and the matter was 
referred to G.S. Branch for clarification. But the G.S. Branch gave 



the clarification only in  Jimllary, 1964 that no further deficiency 
need be covered and the existing demands might be suspend& to  
the extent possible without financial repercussions. The M.G.O. 
Branch took u p  the question of cancellation of the order with the 
D.G.O.F. in January, 1953, who agreed to cancel 44,632 items without 
financial repercussions. As regards the remaining 16,414 numbers 
which were still not produced (involving Rs. 1,46,000) the D.G.O.F. 
had initially declined to cancel without financial liability. Recently 
further discussions were held with the D.G.O.F. and it was pointed 
out that the raw materials could be utilised in the manufacture of 
two other items. The witness admitted that there was inordinate 
delay (of about 2 years) on the part of G.S. Branch in giving clari- 
fication about the deletion of the item from the revised list. He a l s ~  
agreed that pending this clarification from G.S. Branch action should 
hzve been taken by the M.G.O. Branch to suspend or cancel the 
order after the deletion was pointed out by the Ministry of Finance. 

5.104. Asked i f .  as a result of this case any remedial action had 
been taken, the representative of the Ministry stated that certain 
orders had been issued for revising the basis of provisioning of these 
items. Orders were also being h u e d  that as soon as such a change 
in the basis of provisioning came to notice, action should be taken to 
cancel the order to the extent possible or suspend it until the matter 
was settled. 

5.105. The Comnrittee regret to observe that this is yet another 
case where there was failure to notice a major change effecting the 
provisioning of an item of Defence stores and to take necessary 
action to revise the requirements before placing orders for supply 
of 92,000 numbkrs (costing Rs. 55.20 iakhs) in July-August 1960 on 
the Director General of Ordnance Factories. This item was deleted 
from the operational reserve list vide General staff Branch letter 
dated 26-560, but nobody in the M.G.O. Branch took notice of this 
deletion. What is worse, even after the omission was pointed out by 
Ministry of Finance (Defence) in January, 1961, no action was taken 
by the M.G.O. Branch to cancel or suspend the bulk orders already 
placed on the D.G.O.F. Instead, the matter was referred to the Gene- 
ral Staff Branch for electrification even if the M.G.O. Branch had a 
doubt in the matter, they should have at lea& suspended the order 
till a clarification was available. 

5.108. Another unsatisf4ctory feature of the case is that the Geae- 
ral StaBE Branch took two years to clarify the position that defi- 
ciencies need not be covered and the demands cancelled to the 
extant possible without financial repercussions. But it was too late 



at  that time to cancel the order. Only about 48 per cent of f i e  
quantity ordered could be cancelled. This has resulted in avoidable 
expenditure of Rs. 25 lakhs approximately on the quantity of 30,954 
which has already been supplied by the D.G.O.F. The Commiitee 
would like to know about the final action taken to cancel the re,- 
maining quantity of 16,414 (involving Rs. 1,46,000) which has not 
yet been manufactured. The Committee desire thdt this case should 
also be examined with a view to fixing responsibility on the oficers 
concerned for the various lapses at different stages. 

5.107. The Committee note that some remedial measures have 
been taken q.. -.ye proposed to be taken by the Ministry. They hope 
t h ~  1 :.::c-- cases will not recur. 

Engineer-in-Chief's Branch 

Revision of the rates for a work before the conclusion of the contract- 
Para 16-Pages 11-12. 

5.108. In connection with the construction of a runway at a station, 
the Chief Engineer of a Command received only the following two 
quotations in October, 1962:- ' 

(i) Tender A Rs. 108.21 lakhs. 

(ii) Tender B Rs. 86.61 lakhs (there was an arithmetical 
mistake iri the quotation, which should 
correctly have been Rs. 8 8  44 lakhs). 

5.109. On the ground that the lower tenderer 'B' had quoted 
"frealushly low" rates in respect of three important items of work, 
costing Rs. 74.23 lakhs in all, the tenderer was telegraphically re- 
quested by the Chief Engineer on 31st October, 1962 to appear before 
him with full details in support of the rates quoted bf him. 

5.110. After negotiations, higher rates which were considered 
reasonable by the Chief Engineer were agreed upon (December, 
1962), for three items referred to and a reduction of Rs. 35.355 was 
agreed upon in respect of a fourth item. The net result was an in- 
crease of the tendered cost of the whole work by about Rs. 12.40 
lakhs, to Rs. 100.84 lakhs. 

5.111. It is noticed in this connection (a) that while giving an 
opportunity to tenderer 'B' to quote higher rates, no such opportunity 
was given to tenderer 'A' to reduce his quotation from Rs. 108.21 
lakhs, to a lower figure and (b) that for the three items in respect 
of which tenderer 'B' was permitted to increase his rates, the rat- 



amording to the administrative approval and technical sanction 
which were issued in August, 1962 and September, 1962 respectively 
were much lower than the rates originally quoted by him. 

(In Ru~ees  per unit) --- A --- 
~ s t  item 2nd item 3rd item 

--- -- - - - -  - 
Rates acccrding to ndminisrrat:ve 

appraved . . , 36 73 205 12 244 78 
Rates according to Technical 

sanction . 47'00 249 37 291 87 
Rates Originally qu ted by 

tenderer 'By . roooo ' 26000 30500 
i ti. rates acce~ted by the ' 
C. . as 6reascnable' . 1 2 3 ~  

- -- 3'30 00 350 00 - - - - - - -. - 
5.112. The Committee asked on what consideration the Chief Engi- 

neer considered the rate quoted by the second tenderer in respect of 
the three items as 'freakishly low'. The representative of the Ministry 
of Defence stated that while dealing with tenders, the Chief Engineer 
took into account whether the rates tendered by contractors were 
such as would enable them to complete the job. In this particular 
case there were only two tenders having considerable difference in 
the rates. The rates of the second tendererwere lower in the three 
main items by Rs. 30. Rs. 80 and Rs. 100 respectively. According to  a 
note recorded on the 31st October, 1962 which was approved by the 
Chief Engineer, the engineer concerned compared the rates witn 
those quoted in certain contracts for similar works at Chandigarh 
and Pathankot in 1961 and 1962. He also made allowance for the 
extra lead involved in the present case on account of transportation 
of stone and sand, and he came to the cohclusion that the rates 
quoted were entirely inadequate. (The rate in these contracts in 
Chandigarh and Pathankot for the first item ranged from Rs. 112.29 
to Rs. 128.29). The engineer felt that the contractor would not be 
able to do the work at the tendered rates. He therefore revised the 
rates in consultation with the contractor and put up the case through 
the Controller of Defence Accounts to the Director General (Works) 
Armv Headquarters, who consulted the Ministry of Finance. While 
accorc!lng their approval to accepting the revised rates, the Finance 

. Ministry observed: - 
"We are inclined to agree with the CDA, Western Command 

and consider that the rates quoted by the Lower tenders 
cannot be deemea freakish as the lump sum quoted by the 
contractor is well above the administrative approval and 
technical sanction. For the same reason, the contract pro- 



posed ta be accepted should be treated as a negotiated' 
contract. We also agree with the CDA that the metho* 
adopted by the Chief Engineer to get the rates corrected 
is not within the ambit of the Director General Works. 
As, however, the tender now proposed to be accepted is 
still the lower one and as there is no possibility of getting 
a lower quotation by re-tender and also in view of the 
urgent nature of the work, the DG, Works, may accept the 
tender and revise the contract." 

5.113. The Defence Secretary informed the Committee that in this 
case the contractor had called on .the Chief Engineer on the 3rd 
November, 1962, i.e. four'days after the date of opening the tenders 
on 30th October, 1962 and had shown him a copy of a letter dated 
26th October, 1962 stated to have been posted by him under a certi- 
ficate of posting wherein the contractor had revised the rates of three 
items considered to be low or freakish and two more connected items. 
In this letter the revised rates quoted for the three items were Rs. 123 
instead of Rs. 100, Rs. 300 instead of Rs. 260 and Rs. 350 instead of 
Rs. 305 These were actually the rates accepted by the Chief Engineer. 
The witness added that this letter had not been received. The con- 
tractor had produced the certificate of posting. 

5.114. The Committee asked if the Ministry of Defence were satis- 
fied that in the present case the rates originally quoted by the con- 
tractor were freakish rates although these were higher than those 
mentioned in administrative approval and the technical sanction. 
The Defence Secretary stated that normally the rates which were 
reasonably comparable with administrative appoval or technical 
sanction should not be considered as freakish at all. But in practice 
both the administrative approval and technical sanction, particularly 
during the last five years, had not been realistic. The Ministry's view 
was that a more reasonable formula with regard to both administra- 
tive approval and technical sanction should be adopted The wit- 
ness added that in the present case, the tendered rates were freakish 
when compared with the rates obtaining in other works in Candigarh 
and Pathankot in 1961-62. 

5.115. The Committee are surprised that in this case although 
the rate quoted by the contrack were well abwe the administra- 
tive approval and technical sanction, those were considered freaki- 
shly low on the ground that prevalmt rates were higher. It was 
deposed before the Committee that during the last five years both 
the administrative approval and technical sanction have been un- 
realistic. If so, the Committee regard it as v w  unsatisfactory that 
the adrninbtrative approval and the technical sanction which a n  

.*  



usually accorded on -the basis of the M.E.S. schedule of rates, 
should bear no relation with the prevalent rates. The  knitt tee 
feel that the M.E.S. schedule of rates have not been kept r-na- 
bly upto date as otherwise administrative approval and technicd 
sanction would not have been unrealistic during the last five years. 
They, therefore,, stress the need for revising the present system with 
a view to ensuring that the rates according to administrative ap- 
proval and lechnical sanction reasonably conform to prevalent 
rates. 

5.116. The Committee note the remarks of the Minisky of 
Finance in this case that the method adopted by the Chief Engineer 
to get the rates corrected was not within the ambit of the Director 
General of Works. They desire that this aspect of exercising dele- 
gated powers shouid be carefuily examined and procedure stream- 
lined for future. In this connection, the Ministry should also 
consider the desirability of defining 'freak rates' rather than leav- 
ing the criterion to the entire discretion of the local engineers. 

5.117. The Committee asked why the higher tenderer also was 
not given an opportunity to reduce his rates. The Defence Secretary 
agreed that negotiations should have been held with both the ten- 
derer~ .  But he added that standing instructions in this regard were 
"if 'any freak rates are discovered, this will be pointed out to the 
tenderers and he will be given an opportunity to revise those rates, 
if he so desires." 

5.118. The Committee are surprised to learn that according to 
the standing instructions if any freak rates are discovered in 
tender, the tenderer concerned is given an opportunity to revise 
those rates, if he so desires. The Committee feel that quoting of 
the freak rates should not be the only criteria11 to negotiate higher 
rates with that tenderer. In such ccses the higher tenderer should 
also be given an opportunity to bring down their rates. They 
desire that the standing instructions in this regard should be 
suitably modified. 

5.119. The Committee asked about the findings of the Special 
Police Establishment who investigated the case. The representative 
of the Ministry of Defence stated that the SPE had observed that 
thzre was no evidence to substantiate the allegation that the contrac- 
tor and certain ofkials of the Chief Engineers' omce in mutual cons- 
piracy had inflated the value of the tender. The Second allegation 
in the case was that the work executed by the contractor was below 
the prescribed speciffcations. With regard to the second allegation, 



the SPE observed tnat some portion of work was found to be below 
speciflcations. A technical team appointed to inspect the entire work 
recommended that the execution of the contract was defective to the 

. extent of Rs. 1,34,360. This was brought to the notice of the Defence 
Authorities for taking action for slackness in supervision shown in 
the completion of the emergency project. The witness added that 
as a result of the examination of the work by the Technical Exami- 
ner's Organisation, a recovery of Rs. 1.75 lakhs had been ordered 
from the contractor. The contractor had sought arbitration on this 
question. In reply to a question, the Defence Secretary stated that 
this case had been reported to the SPE by some interested party. 
He added that disciplinary action was being taken against the offi- 
cers who were slack. 

5.120. The C~mmittee regret to observe that, while on the one 
hand the officers were keen to revise the "freak rates" quoted by 

.the contractoi on the ground that he would not be able to do the 
work at those rates, on the other they allowed him to do sub- 
standard work. The committee would like to know the action 
t&en' against the officers who were slack in supervision, and also 
about the recovery (Rs. 1.75 lakhs) from the contractor. 

Avoidable expenditure in the execution of a work-Para 17-Pages 
12-13. 

5.121. For the construction of a runway and taxi-tract at a station, 
estimated to cost Rs. 68.03 lakhs, limited tenders were invited by 
the Chief Engineer, Eastern Command, from seven firms on 21st 
December, 1962 allowing only 10 days' time for quotiog rates. The 
work was required to be completed within three months, but on the 
last date for the submission of tenders viz. 31st December, 1962 
telegrams were sent to the firms in question allowing an extended 
period of five months for the completion of the work. No further 
extension of time was, however, given to them for submitting ten- 
ders on the modified basis. Only one tender was received form a 
firm for a lump sum of Rs. 136.06 lakhs which stipulated completion 
of work in five to six months; this amount was 100 per cent. a b o v ~  
the value of the work indicated in the tender documents based on 
the average market rates in that area. 

5.122. After negotiations, a contract was concluded with this firm 
by the Chief Engineer on 3rd January, 1963 for a lump sum of 

, Rs. 108.85 lakhs, which was 60 per cent abwe the estimated cost 
indicated in the tender, stipulated the period of completion as 5 

. months. 



5.123. The work site was handed over to the contractor on 16th 
January, 1963 but the wgrk was actually completed only on 24th 
January, 1964, ie. ,  after more than a year of handing over thd site 
against the stipulated period of 5 months. 

5.124. Thus, according to Audit, even after spending 60 per cent 
more than the average market ra!e in that area for the work, Govt. 
could not get the benefit of early completion. The inadequate time 
of 10 days allowed to the tenderers to give their quotations for a 
work costing more than Rs. 1 crore, the stipulation of an apparently 
unrealistic time of 3 months in the tender and raising the period 
of completion from 3 months to 5 months on the last date of the 
receipt of the teder without allowing further time for submission of 
the tenders, according to Audit, would have also made it dif3cult 
for the prospective tenderers to submit competitive quotations. 

5.125. The Defence Secretary admitted that "the various comments 
made by Audit in this case are valid". The witness added that this 
case was under investigation by the Special Police Establishment. 
The officer concerned, who was an officer of Armed Services, had 
been retired, but his pension had not yet been sanctioned. The 
S.P.E's. initial report was that there was not enough material to prose- 
cute the officer in a court of law. The grant of pension to the officer 
would depend on the outcome of the enquiry by the SPE which was 
still in progress. The witness added that they wanted the SPE's 
Report to be completed before the ofilcer was due to retire, but they 
could not get it. The officer was due for promotion and if he had 
been promoted, he would have been in service for 4 years more. frr 
reply to a question the witness stated that if the re?ort of the 
SPE which had already been delayed considerably, was not received. 
within a reasonable time, they might consider giving an ad hoc pen- 
sion to the officer. The enquiry was started in 1963-64 following a 
complaint from the Air Force about the delay in execution of the 
work and certain oral reports received in the Ministry about certain 
contracts. 

5.126. The Committee asked if owing to delay in the completim of' 
the work, the operational emciency of the Air Force was afpected 
during the emergency. The witness stated that when the work was 
started there was actually cease-fire. But if t h ~  fighting had started 
again, the efRciency of the Air Force would &me sufPered. 

5,127. The Committee are perturbed at the perfunctory manner- 
in which the contract was placed for a wwk of the ma.gnftade of ' 
more than Ih. 1 crow. Only a short period of 19 days wms PIIewedq 

~ ~ t h 8  rates, stipulating an \mrcaIistic time s*ch.dIde of 4he 



months for campleticm of the work. On the last day for submission 
hf tenders, the period of completion was extended from 3 months 
to  5 months, but no extension of time was allowed f o ~  submission 
of tenders on modified basis. The result was that only one 'tender 
was received which was 100 per cent above the estimated cost but 
which was bravght down to 60 per cent above the estimated cost 
after negotiation. I t  is underst004 from Audit that the Chief Tech. 
Examiner has stated that the rates accepted are high. 

5.128. What is worse, as against the 5 months period allowed 
for the ~eompletion for the work, it was actually completed after 
more than a year from the date af handing over the site. Thus 
even d t e r  paying higher rates, Government could not get the 
benefit of early completion. It is only fortuikious that the opera- 
tional efficiency of the Air Force did not suffer because of the cease- 
fire but really speaking the contractor has let down the Air Force. 
The committee hope that learning from the experience of this 
work, h e  authorities in the Defence Services would be more 
careful in planning and execution of emergency works which in- 
volve an expenditure of huge amount of public money. 

5.129. The Commiitee regret to note that the S.P.E. ha-, taken 
too long a period in finalising investigations in this case which 
wss referred to them in 1963-64. 

5.130. They would like to know the outcome of the enquiry 
made by the S.P.E. and the action taken agaimt the officers. 

 continuance of Military Enginzer Scvvices div sions without sufi-, 
cient load.-Para 18-Page 13. 

5.131. (a) A Military Engineer Services division with establish- 
ment costing Rs. 10,200 per mensem was formed in a station on 1st 
February. 1963 to deal with an anticipated work-load of Rs. 1.18 
crores approximat~ly. Works costing Rs. 1.25 crrres approximately 
were actually sanctioned but two works valued a: Rs. 10.26 l a b  
were cancelled during July, 1963 and other works to the extent of 
Rs. 1 crore approximately could not be taken UD. pending h a 1  selec- 
tion of the site. The division, however, continued to function till 
Is' July, 1964 when it was closed down. An expenditure of Rs. 1.53 
?akhs was incurred on the establishment of this division from Feb- 
ruarv. 1963 to June, 1964. 
- .  - 

5.232 The Commitkc wked the reason for cancelling theuygrkir cost- 
in&k J0.26 hkhs  wftHin siK' m t h s  of ite eanMion. The representa- 
tive of $he .Ministry40f Defe~e stated )that it waa originally prsposed 



t o  locate an EME workshop on one side of the river. Later it was 
*&led to ski$# the site to tht4 other side of the river. But when 
+& question was still under examination, it was decided to locate 
the workshop at aorne-other place. Asked why it was propwed to 
locate the whole scheme at another station, the Defence Secretary 
stated t h p  there were some local pulls from the technical authori- 
ties themselves ar is i~g  from rivalry between the two stat~ons. He 
added that the proposal to shift the site to another place had not 
been accepted. 

5.133. The Committee desired to be furnished with a note on the 
following points: - 

(i)  What were the reasons for cancelling the works costing 
Rs. 10.26 lakhs within six months of the sanctiog. 

(ii) On what basis was the site for the EME workshop select- 
ed and why was it changed within a short period. 

The note furnished by the Ministry is at Appendix VIII. 

5.134. The Committee find from the note that the work was not 
progressed for two reasons .and the sanction was cancelled In July, 
1963. Firstly, it was noticed that the special items of work amounted 
to Rs. 4,84,300 and thus exceeded Rs. 50,000 which is the limit pres- 
cribed for the Area Commander. This was pointed out by the Army 
H.Q. to tho Area Commander in May 1963. Secondly, due to rew 
raisings and also due to expansion of the Training Centre and Conges- 
tion in m'litary area, it was found difficult to accommodate ihe 
workshcps and other units in the originally proposed area which 
was surrounded by c.vil population on three sides and river on the 
fourth side; and a proposal was msde to locate the proposed calton- 
m m t  in a different area. 

5.135. The Committee are surprised tha', within 6 months of sane- 
tioning the works (costing Rs. 10-26 lakhs) these were cancelled. It 
is not clear why all the factors subsequently advanced in favour of 
s h i f t i i  the site were not fully considered originally. in fact the 
Committee find that the Board of Officers which selected the site fat 
the workshop had observed that there was enough space :a accom- 
modate the workshops and to eater for future expansion and that this 
land was away from the civil population. It was deposed btfon 
the Coarmittee that the proposed change in the location of the scheme 
was due to some local pulls fmm technical nathorities themdvea 
rriortapr from r iwb between the two stations In that caw t+ Cwl- 
mittM feel, thui the matter should have been referred to highar 



authorities and decision taken on m e  The Committee however 
take e serious view of wch local prejudices influencing the vitei dtei- 
sions of location of Army units. Thcy weuM like to know the bd 
decision zaken in the matter. 

5.136. It is also not clear to the committee why after the sanction. 
was cancelled in July, 1963, the M.E.S. division was not closed down 
tiil June; 1964. The committee desire that this aspec: should alsa 
be investigated with a view to fixing responsibility. 
S-~b-para (b) 

5.137. In ano:her station, a Military Engineer Services division 
w ~ s  formed in January, 1963 for thc construction of a project esti- 
m a d  to cost Rs. 240.29 lakhs. In March, 1963, sanction was issued 
for carrying out works'to the extent of Rs. 50 lakhs (subsequently 
raised to Rs. 175 lakhs in September, 1963). The actual value of the 
works handled during 1963-64 was only Rs. 56 lakhs (approximately) 
including the value of the stores procured; a second division for the, 
same project was, however, formed in December, 1963 which execut-. 
ed works incurring a total expenditure of Rs. 2.35 lakhs only during 
1963-64. In February, 1964, the Garrison Engineer of the first divi- 
sion suggested immediate closure of the second division as there 
was no work for it, but it was actually closed with effect from 1st 
July, 1964 only by which time a sum of Rs. 36,000 (approximately), 
had been spent on the pay and allowances of the establishment. 
* 5.138. The Committee enquired about the justification of the crea- 

tion of the second M.E.S. division in December. 1963 and its retention 
for 7 months. The representative of the Ministry of Defence stated 
that originally two divisions were sanctioned because there was an 
additional workload. Only one Garrison Engineer was put in charge. 
of both the divisions. It was anticipated that as the workload 
developed staff would be appointed. ActuaIIy even in the Arst divi- 
sion the total staff was a little over 50 per cent. of the authorised 
strength and in the second division it was less than 50 per cent, with 
no G.E. and only one Assistant Engineer against three sanctioned 
posts. Therefore, one division had been fully manned which had 
carried out work costing about Rs. 70 lakhs during the period in 
question. d t  - u. 5.139. Asked why .a  second division was created when even t h e  
first one was not fully staffed, the witness roplied that at the time 
of sanction the workload that was likely to arise justified creation of- 
more than two Divisions. Later when it was found that the work- 
load for @ second division would not develop, they did not appoint 
the M, The ~tPff which was appointed in the two division.. W R ~ .  
r a i e n t  to oonatitute a little over one division only. In nplr to  e 

w .  



question, the witness stated that a division was set up for a workload 
of Rs. 40 lakhs to 50 lakhs. 

5.140. The Committee are of the view that the cre&ion of tlrt 
second division in this case lacked proper justification. They feel 
&at in such cases instead of creating two divisions with about 50 per 
cent of st& the M.E.S. authorities should have created one M y  
dalted division to look after the work in hand and bifurcated it later 
if more work had developed. The Committee hope that there wiU 
be better planning in future. 

Jlejkiency of stores in a project division.-Appendix I - I tem (v)  
Para 27-Pages 25-26. 

Deficiency of stores valued at  Rs. 33,124 in a project division, detected 
during a check carried out by a Board of Officers between 29th 
January, 1962 and 6 th  Februury, 1962. 

5.141. A Court of Enquiry appointed on the 20th March, 1962, 
estimated the deficiencies at Rs. 38,288. Deficiencies to the extent 
of Rs. 20,500 were attributed to (i) misappropriation on the part of 
the persons directly connected with these stores, and (ii) negligence 
and lack of supervision on the part of the administrative staff. The 
balance deAciencies of Rs. 17.788 have been attributed to wastage, 
i n  transit. storage and retail issues. 11 persons were held responsi- 
ble for the loss and the Sub Area Commander recommended in 
January, 1963 disciplinary action against the officers and staff and 
a penal recovery of Rs. 20,500 from the persons actually responsible 
for the deficiencies. No recoveries have, however. been effected 
(September 1964). 

5.142. This case was referred to the SPE in March 1963 who advis- 
ed in Navemher, 1964 departmental action against certain afRcers. 

5.143. The Committee asked if any departmental action had beeri 
taken against the individuals concerned as recommended by the 
-ial Police Establishment in November, 1964. The representative 
of the Ministry of Defence stated that the departmental action 
agalnst the oflcers had been completed. As regards the non-gazct- 
tczd staff, show cause notices had been issued to them and their 
replies were awaited, The witness added that the action against the 
dmcem had been held up until the receipt of replies from non- 
gwmtted staff, as these cases had to be treated as one. Asked why 
nh actfon was taken against fndividuals imrnedlateb lfter the %ub 
92 (A1i)L.S.-7. 



Area Commander recommended disciplinary action in January, 
the witness stated that the Area Commander considered it better to 
refer the matter to the Special Police Establishment for the advice 
as to whether a criminal case could be launched. 

5.144. The Committee desired to be furnished with: 

(i) a copy of the Report of the Sub-Area-Commander; 
(ii) a note stating the justification for referring the matter tcr 

the SPE by the Area Commander; and 
(iii) a note giving I'ull particulars of the case indicating t h e  

dates on which charge sheets were served on the gazetted 
and non-gazetted officers, the time limit fixed for their 
replies, and the present position of the case. 

These papers have been submitted to the Committee. 

5.145. The Committee find from the Ministry's note that the Area 
Commander recommended the cases to be handed over to .the SPE 
as there was misappropriation and mulafide intentions on the part 
of the staff actually handling the stores and he wanted expert investi- 
gations by the SPE in order that the culprits might be brought to 
book. The  SPE recommended departmental action against three 
gazet td officers and 5 non-gazetted staff. The Central vigilance 
Commission advised initiation of proceedings for imposition of a 
major penalty against all the officials concerned. The charge sheets 
were served on the Gazetted and non-gazetted officers on the 7th 
April, 1965. The disciplinary proceedings in respect of the three 
gazetted officers were submitted to the Ministry of Defence in Dec- 
ember, 1965 and January 1966. In the case of non-gazetted staff an 
oral enquiry was completed on 7th October, 1965 and showcause 
notices were issued on 14th January, 1966. The representations of 
the staff in regard to the showcause notices are expected to be receiv- 
ed by the Army H.Q. shortly. 

5.146. The Committee are far from happy at the halting manner 
iti which departmental action is being taken against the officers res- 
ponsible for misappropriation and negligence. A Court of enquiry 
was held in March. 1962, the Sub-Area Commander recommended 
disciplinary action in January, 1968 and the case was referred to t h e  
S.P.E. by the Area Commander in March, 1963. Et is regrettable 
that the S.P.E. also took 20 months to investigate the case and report 
in the matter. (November, 1964). The M.E.S.- authorjties took far- . 
ther 5 months to serve charge sheets against the oflicers concerned 
(April, 1965). The cases have not yet been finalised. It  is very urn- 
satisfactory %bat even though about 4 years have elapsed, yet ofiicerr 



at fault have not been punished for the misappropriation detected in 
March, 1962. The Committee desire that immediate steps should be 
taken to expedite the matter and remedial measures should be taken 
to prevent recurrence of such delays. 

item (vi) : 

460 tonnes of cement costing Rs. 66,118 were damaged and rendered 
unserviceable due to exposure to rain in July/Auyti.st ,  1963. 

5.147. 8,000 tonnes of cement were received in a project division 
between March and July,  1963 against an order by the Chief Engi- 
neer in January, 1963. 

The Chief Engineer had advised the Garrison Engineer of the  
division in February, 1963 to cancel the order having regard to the  
delay in the construction of the storage accommodation for the  
ccmcnt. No action was taken by the Garrison Engineer, with the 
result that 5,500 tonnes of the cement received had to  be stored in 
the open under tarpaulin covers. ' 

5.148. A departmental court of enquiry was held on 15th April, 
1964 i.e. nearly 8 months after the occurrence of the loss and it came 
to the conclusion that the loss was due to neglect. A staff court of 
enquiry was held to investigate the matter. 

5.149. The Committee asked about the present position of the 
invest1g:itml. The represclntative of thc Ministry of Defence stated 
that the proceedings of the staff court of enquiry which was appoint- 
ed on the 2nd June, 1961 had been finalised. 

5 150. The proceedings of the staff court of enquiry were endorsed 
by the Sub-Area-Commander. But the Area Commander raised 
certain queries and referred the report back to the Sub-Area-Com- 
mandcr. The Fmal  Report had been received in the Quarter Master 
General's Branch on the 19th January, 1966 and was under examina- 
tion. The Committee desired to be furnished with a copy of the 
report of the staff court of enquiry. 

5.151. The Committee find from the report of the enquirv that in 
the opinion of the staff court of enquiry the Garrison Engineer was 
responsible for gross negligence as he  failed to: (a) provide proper 
covered accommodation-Government or Private (b) stop or suspend 
the supplies of cement which could be done. (c) select a suitable 
stacking area which was available and (d) Report the loss to higher 
authorities on occurrence. The Sub-Area Commander agreed with 



the finding of the court and recommended disciplinary action against 
the officers. But the General Officer Commanding of the Area and 
the G.O.C. In-C have disagreed with the findings. 

5.152. The Committee are sorry to note that 460 tonnes of cement 
costing Rs. 66,118 was damaged and rendered unserviceable due to 
negligence on the part of an individual officer by exposure to rain 
in July, 1963. They feel that the loss could have been avoided if 
timely action had been taken by the deer either to suspend the 
supplies or to provide suitable covered accommodation during the 
period of monsoon. 

5.153. The Committee find that :he staff Court of Inquiry held the 
Garrison Engineer responsible for gross negligence. The Committee 
are not convinced with the reasons given by the G.O.C. of the area 
in disagreeing with the findings of the staff Court of Inquiry. The 
Committee, however, understand that the matter was still under 
examination of the Minis'try. They would like to know the final 
decision taken by the Ministry on the findings of the staff Court of 
inquiry. 

I tem (v i i ) :  

Loss of Government property worth Rs. 1.21 lakhs (including cur- 
rency notes to the value of Rs. 40.000 appr~~rinrate ly)  due to fire 
at a station i n  J a n u a r y ,  1964. 

5.154. A Court of Enquiry held on 5th February. 1961 to investi- 
gate the loss observed that the fire was caused by the accidental 
knocking down of a jerrican containing kerosene oil over a stove kept 
for warming purposes. The General Officer Commanding held that 
there was a serious administrative lapse on the part of the Oflcer 
~omk- iand in~  o f  the unit in having permitted n stove to be l i t  in 
premises where unit weapons, ammunition, etc., were stored. The 
Ministry have intimated (December, 1964) that disciplinary action 
has been taken against all the f o t r  persons reqonsible for the fire- 
two sepoys and one L/Naik have been sentenced to 28 days' impri- 
sonment while the severe displeasure (to be recorded) of the G e n m l  
OfRcer Commanding, Corps has been conveyed to the OfRcer Com- 
manding. 

5.155. The Committee asked ( i )  whether no monetary limit had 
been prescribed for holding cash in the unit chest and (ii) whether 
the loss had been regularised. The representative of the Ministry 
~f Refewe stated that the loss had not yet been written off. The 

I! 



case'would be put up to the C q t r a l  Ad hoc Committee in the Mini- 
stry. As regards the question of putting a limit on the imprest to 
be kept with units the matter was under examination. At present, 
normally there was no limit in the case of field units. In reply to  
a question, the witness stated that units kept money in a small steel 
cash box. 

5.1%. The Committee are surprised bow such a heavy cash belanee 
(Rs. 40,000) was kepi by the unit in this case. They feel %hat respon- 
sibility should be fixed for keeping cash in units chest beyond a rea- 
sonable limit. They also desire that the question of fixing mone- 
tary limits on holding 'cash in unit ches't should be finalised early. 
The commit tee also trust that other necessary remedial measures to 
avoid out-break of fire and to strengthen the fire fighting arrange- + 

ments have been taken. 

Non-utilisatim of generating set af ter  repairs-Para 35-Page 22: 
5.157. Three generators rendered surplus on the closure of the 

Military Engineer Services Power House at Panagarh in January, 
1961 were examined by a Board of Officers in September, 1962, ie.  
20 months after the closure, and were classified as Class VI (Poor). 
One of the sets was initially got repaired through a contractor a t  a 
cost of Rs 40.950 and issued to another division. at Jhansi, in March, 
1963. It did not give satisfactory performance on trial run and was, 
therefore, back-loaded to Panagarh in August, 1964 for further 
repairs. 

5.158. The remaining two sets were also repaired on grounds of 
urgency. at a cost of Rs. 81.900. through a contract concluded in  
March, 1963 with the same contractor. The repaired sets were taken 
over by the department in June and September. 1963. Certain 
defects pointed out to the contractor in September, 1963, had not been 
rectified by him by September. 1964. Against the amount of Rs. 
81,900 due to the contractor a sum of Rs. 70,000 had already been 
paid to him. The contractor completed the repair of the three sets 
in June, 1965 and they were found by a b a r d  of Ofacers in Jdy, 
1965 to be satisfactory. 

5.159. The Committee asked whether any enquiry had been con- 
ducted into the reason for the delay of 20 months in surveying the . 
generating sets. The Engineer-in-Chief stated that a Boanl of om- 
cers, which was assembled to go into this aspect had completed 
the enqufry. Their report had been received in the Army Headqw- 
ten but a final decision on it had not yet been taken. 



the power house. They would like ,to know about the fin- df the 
Board of Ofticers which went into the matter and the final actiom 
taken on their report. 

Another ~nsa ' t isfactor~ feature of this case is that although the 
sets were repaired by the contractor in March, June and September, 
1963, these could not be utilised due to certain defects which remain- 
ed unrectified by him till June, 1965. In the meantime a sum of 
Rs 1.11 lakhs (approximately) had been paid to the contractor. 
They would like to know whether any action has been taken against 
the contractor for the delay or the officer yhu  made the payment 
without ensuring thorough repairs. 

5.161. The Committee understand from Aud~t  that after repam 
were carried out to the first set in March, 1963 it was tested by a 
Board of Officers at Panagarh and sent to Jhansi for installation. 
On arrival the Board which tested it at Jhansi found 11 to be 
unsatisfactory. This indicates that the first'test conducted by the 
Officers at Panagarh was perfunctory. The Committee are wrrg that 
Officers concerned should have been so casual in resting the set re- 
paired at the cost of Rs. 40,950. They would like to knmv whether 
any action has Been taken against them. 

5.162. The Committee would also like to know as to when and 
where the three generating sets were put to use after repairs and 
whether they gave satisfactory service. 

R. R .  MORARKA, 
Chair?r~un, 

Public Accounts Cmnmiltee. 

April 7, 1968. - -.-. - - - 
~hcritra 17, 1888 (Saka). 
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APPENDIX I 
(Vide para 1.3 of Report) 

MINISTRY OF DEFENCE 

SVBJWT:-Regularisation of excess over voted grant disclosed in 
Appropriation Accounts of the Defence Services jot the yew 
1963-64 under Grant No. %Defence Services-Eflectibe: 

For the year 1963-64, the Revenue demands for Army, Navy and 
Air Force which were being presented separately in the past were 
combined into one demand-"Defence Service-Effective". 

In view of the emergency the Revised Estimates figure of the year 
1962-63 were repeated as Budget Estimates for 1963-64 and a lump 
sum provision to meet the total additional expenditure for the three 
services was shown under a separate head "Emergency Measures". 
The provision for "Emergency Measures" was reappropriated during 
the year, to the extent necessary to meet the requirements of the 
three services. 

Grant No. 9-Defence Services-Effective 
Rs. 

Voted Grant . . Original 72346~65~- 
Supplementarv Nil 

Net Excess 4,45P72665 
( i )  *Includes an :erroneous booking of Rs. 86,500 which is comctly 

debitable to : 
Rs. 

(a) Grant No. r 15 Defence Capital Outlay 
Sub Head 'C' Air Force-Major Head 130 . 32,500 

(b) Grant No. 4-Pre-partition payrnents- 
Major Head 78 

(ii) Excludes a sum of Rs. 3,198f- erroneously booked under 
Major Head 78-Pre-partition payments (Grant No. 40) which was 



correctly debitable to Major Head 81-Defence Services Estimates- 
Air Force. 

2. During 1963-64, the compiled actuals under   rant No. 9 Defence 
Services, showed a n  increase of Rs. 4.45 crores over the sanctioned 
budget provision. No supplementary demands were applied for, it 
being considered that suitable re-appropriations within the compo- 
site grant would cover the revised needs of the Services, which were 

. reviewed from time to time. It would be seen from the undermen- 
tioned table that while i t  was possible to assess almost accurately 
$he requirement of Navy and Air Force during the course of the 
year  and provide for these in the final estimates framed in March, 
1964, the appreciation of the Army's requirement of funds fell short 
of the actual expenditure: -- 

(In crores of Rs.) 
Sanctioned Final Actual Difference 

Grant Estimate Expendi- between 
ture Actuals 

& Final 
Estimates 

Army . 575.21 558.32 570'85 -kI2.53 

N a v y  23.13 21.92 22.47 ' 5 5  

Thus though there was an excess of Ks. 13-53 crores over the Final 
Estimates the excess that requires regularisation under Article I 15 of the 
Constitution is only Rs. 4-45 crores, being the excess of the Actuals over 
the  total sanctioned Grant. 

3. The excessof Rs. 12.35 crores under Army in relation to the Final 
Estimates is mainly due to heavier expenditure than anticipated in respect 
of- 

(In lakhs of 
Rs .) 

r .  (a) Ordnance stores, due partly to larger materialisation of 
supplies (Rs. 251 lakhs) and advance payments to the 
Bharat Electronics Ltd. on account of supply of various 
types of wire& sets. (Rs. 197 lakhs) and partly to 
heavier payment of customs duty (Ks. 148 lakhs) . 596 

b) Clothing Stores, due artly to heavier payments of 
custom duty (Rs. I ~ ~ ~ & B )  and partly to larger ma- 
terielisation of supplies (Rs. I* Iakhs) 383 



(c) Factory stores, due to heavier payment of customs duty 
(Rs. 359 lakhs) partly offset by less materialisation of 
supplies (Rs. 176 lakhs) . 183 

(d) Stores for the Inspection Organisation, mainly due to 
larger materialisation of supplies . 22 -- 

1.184 

Partly offset by- 
(e) Saving against provision for Mechanical 'Transport 

Stores due partly to larger issues to Border Roads Or- 
ganisation, Air Force, etc. (Rs'. 211 lakhs) and partly to 
cancellation of orders for spares consequent upon a 
change in policy for discaiding vehicles (Rs. 186 lakhsj. 397 

78 7 
2. Transportation charges, mainly due to larger movement of 

personnel and stores, by rail . 2.5 5 

3. Pay and Allowances of' Officers/Other Ranks, mainly due to 
per c a ~ i t a  rates adopted having proved to be insufficient 126 

4. Operational Army Works (Rs. 73 lakhs) and maintenance of 
Factory Buildings (Ks. 1 5  lakhs) . 85 

4. The Excess of 
to  Navv has arisen 

Rs. 0.55 crores over the Final Estimates in regard 
as follows: - 

(In lakhs of 
Ks.) 

T . ! (a)  C:~\t l) i i l \  duty, due to an crrcmeuus pajment 01 Rs. 16 ldkhs 
anti balance 6 lakhs on account of pajVmcnt of outstanding 
hills for the previous years . 22 

(6) Oil : ~ n d  fuel, due to paynxnt for supplies drawn during the 
previous year . 20 

( L  j Clothing Stores, due to larger materialisation of supplies' z .  13 

Partly counter-balanced .by- 55 

(d) IRSS materialisation of supplies of armament stores . 18 37 - 
2. Transportation charges, due to increased movement of person- 

ncl and stores (Rs. I 7 lakhs) end priming and stationmy 
(Rs. 1 lakhs) 18 - 

TOTAL 5 5 - 



C. Air Force 
5 .  The excess of Rs. 0.45 crore over the Finn1 Estimates for the Air  

Force is due to :- 
(In lakhs 

of Rs.) 
(a) Rail charges, due .to larger movemertt of personnel and 

stores (Rs. 22 lakhs), payment of training fees to foreign 
. countries (Rs. 10 lakhs) and Printing and Stationery (Rs. 

7 iakhs) . 3 9 
(b) Pay and allowances of Civilians . 19 
(c) Works, due to receipt of larger debits for "Departmental 

Charges" . , 8 - 
66 - 

Partly counter-halanced by- 

(d) Less expenditure duc In nnn-materialisation of Aviation 
Stores (Rs. 142 lakhs), Ordnance Stores (Rs. 57 lakhs) tand 
non-receipt of invoices for the Air Frames and engints (Ks. , 
50 1akhs)-partly offset by larger expenditure on Pertol, Oil 
and lubricants (Rs. 153 lakhs), Provision (Rs. 29 lakhs), 
.Mechanical transport Stores (Rs. I 5 1akhs)Clothing Stores 
(Rs. 12 lakhs) and Other Stores (Rs. rg lakhs) 2 I - 

45 

6. Army: 

Brief reasons for the increases which occurred over the final 
estimates in regard to the 'ARMY' are explained as under:- 

(1) (a) Under 'Ordnance Stores' there was an excess of Rs. 4.48 
crores. The increase was due partly to the materialisation 
of certain stores which were not expected to be delivered 
during 1963-64 and partly to advance payments to the 
Bharat Electronics Ltd. Similarly under 'Clothing Stores' 
the value of stores (Rs. 1.44 crores) materialised was larger 
than expected at the the final estimates stage. 

(b) The final estimates under 'Customs duty' payments on 
imported stores fell short of the actual expenditure by 
Rs, 7.46 crores. It  has been found diflicult to assess with 
accuracy the total 'Customs duty' charges that would ultid 
mately be adjusted in the accounts of the'year. This is 
so because the procedure of adjustment of customs duty in 
respect of 'Defence Stores' is extremely elaborate. Briefly, 

I 

L on receipt of the stores in the port, the Embarkation Com- 



mandant prepares a provisional 'Bill of Entry' on the 
basis of 'Bills of Lading' and other shipping documents. 
The Bill of Entry is passed through the Customs authori- 
ties on a 'Note Pass' system which enables the Embarka- 
tion Commandant to clear the stores from the port. Later, 
on receipt of priced invoices etc., classification of items of 
stores is done by the Embarkation Commandant 
in accordance with Customs Tariff and value of stores is 
indicated in the Final Bill of Entry. The Final Bill of 
Entry duly supported by invoices etc. is passed through 
Customs authorities who assess and indicate the duty pay- 
able and return the Bill of Entry to the Consignee for 
acceptance. After the consignee has indicated his accep- 
tance, the Bill of Entry is passed by the Customs'autho- 
rities to the Accountant General concerned for raising the 
debit against the Controller of Defence Accounts concern- 
ed duly supported by Bills of Entry. 

It would be seen that the adjustment of 'Customs duty' 
charges involves action by various authorities and unless 
prompt action is taken at every stage, the adjustment of 
the charges on the actual stores recived is apt to bunch 
together towards the end of financial year. Because of 
these reasons the actual expenditure recorded upto 
February, 1964 was no indication of the total amount ulti- 
mately adjusted. Most of the adjustments were carried 
out only in the March Final and the March Supplementary 
accounts. 

Streamlining of the procedure for speedy adjustment of cus- 
toms duty is under consideration and the maintenance of 
'Liability Register' bv the consignees, as a step in that 
direction would also be examined in that connection. 

(c) There was a counter-balancing reduction of Rs. 3.97 crores 
under 'Mechanical Transport' stores. Issues to the Border 
Road Organisation and the Air Force had exceeded the 
anticipations by Rs. 2.11 crores. As a result of the Casting 
off policy of 'B' vehicles. a large number of order for rpares 
for maintenance and overhaul had to be cancelled, but the 
exact quantum of the reductions could not be assessed as it 
depended in many cases on the willingness of the sup- 
pliers to accept the reductions in case of stores which had 
been contracted. 

2. The expenditure under 'Transportation' charges exceeded the 
flnal estimates by Rs. 2.55 crores. The booking of expenditure under 



this head is done by means of adjustments, carried out on the basis 
of 'Military Warrants' and 'Credit Notes'. Unless there is a uniform 
inflow of these vouchers from the Railway authorities on the basis of 
the warrants actually utilised for a particular period, the adjustments 
are bunched and carried out towards the end of the financial year 
and the estimating authorities tend to err. 

3. Expenditure on 'Pay and Allowances' of Officers/Other Ranks 
exceeded the final estimates by Rs. 1.26 crores mainly due to the per 
capita rates adopted for the purpose having proved insufficient and 
payment of enhanced D.A.. orders for which were issued only to- 
wards the end of February. 

4. Under the Operational Army Works and Maintenance of Fac- 
tory Buildings, there was an excess expenditure of Rs. 85 lakhs. 
Estimation is rendered difficult in view of the large number of csti- 
mating authorities involved in this head. Local Commanders nlav 
order the execution and the funds are met out of imprest accounts. 
Imgrest accounts are then rendered to t h e  C.D.A. concerned who 
carries out the adjustments. 

7. The actual expendj:ure under the Navy sub-head (Hs. 22.47 
crores) exceeded thc 51x1 estimates (Rs. 21.92 crores) by only 
Rs. 0.55 crore. Bulk o l  the excesses could be accounted for as due to 
higher adjustments on 'Stores' particularly Clothing Stores. Oil and 
Fuel. The stores supplicd by D.G.O.F., however, were less than what 
were anticipated at the Modified Appropriations ?,tage and this par- 
tially counter-balanced the overall excesses undcr 'Stores'. Under ' 
'Customs duty' also there was an excess adjustment of Rs. 22 lakhs 
partly due to an  erroneous payment of Rs. 16 lakhs and the balance 
of (Rs. 6 lakhs) on account of payment of outstanding bills for 
previous years. Higher transportation charges due t o  increased 
movement of personnel and stores also contributed to the  total ex- 
cesses on the overall Modified Appropriations. 

A i r  Force 

8. The Air Force Final Estimates (Rs. 134.15 crores)' fell short of 
the actual expenditure (Rs. 134.60 crores) by Rs. 0.45 crores The 
excess occurred mainly due to higher rail charges necessitated by 
larger movement of personnel and stores, payment of training fees 
to foreign countries and printing and stationery charges. As ex- 
plained earlier, the expenditure an 'Rail' charges is booked through 
adjustments carried out on the basis of Military Warrants and Cre- 



dit Notes and variations result between the estimated adjustments 
and actual adjustments carried out. There was also a slight excess 
in the expenditure under 'Pay and Allowances' of Civilians. The 
excesses under these heads were, however, partly counter-balanced 
by less expenditure due to non-materialisation of certain items of 
Aviation Stores, Ordnance Stores and non-receipt of invoices for Air- 
Frames and engines which were partly offset by larger expenditure 
on POL, Provisions, Mechanical Transport Stores, Clothing Stores 
and other stores. 

9. The excess of Rs. 4,44,24,363 (excluding the erroneous booking 
of Ks. 86,~00 referred to in para 1 above and including Rs. 31981- 
wrongly debited to Major Head 78) is only 0.61 per cent of the Sanc- 
tioned Grant. In the circumstances explained above, it is requested 
that the excess may be recommended for regularisation by 
Parliament. 

10. D.A.D.S. has seen. 

R. J.  REBELLO, 
Joint Secretary 

1-6-1965. 



APPENDIX I1 

(Vide para 1.31 of Report) 

Information required by the Public Accounts*Committee in its sitting 
held on 14th January 1966, while discussing Appropriation Ac- 
counts, Defence Services, 1963-64--Para 31 (h). 

The Committee desired to have a statement giving the year-wise 
breakdowns with regard to the amounts recoverable from the various 
contractors. 

Of the amount of Rs. 28.79 lakhs brought out as outstanding at 
the end of the year 1963-64, Rs. 9.08 lakhs have since been reported 
by the Chief Engineers as cleared. 

2. With regard to furnishing of breakdown of the balance amount 
still outstanding, viz., Rs. 19.71 lakhs, it may be mentioned that 
Anny Headquarters have not got the information as to the year in 
which the claims actually arose against individual contracts. The 
requisite information is being obtained from the concerned authori- 
ties and will be furnished to Lok Sabha Secretariat shortly. 

3. However, a statement showing the breakdown of the outstand- 
ing m o u n t  of Rs. 19.67 lakhs out of total outstanding amount Rs. 19.71 
lakhs by the years in which the contracts to which the claims relate 
were entered into is enclosed. Information with regard to balance 
amount of Rs. 4,000/- uiz .  Rs. 19.71 lakhs-Rs. 19.67 lakhs will be 
hullished as soon as possible. Information regarding the number of 
contracts involved and the years in which those contracts were con- 
cluded is not available for Rs. 2,04,065 shown in the Annexure. 

L. S. LULLA, 
Joint Secretaq (Q) 

9-2-1966 



ANNEXURE 

Year-wise breakdown of Rs. 19.67 lakhs outstanding on account 
of ovmpayment/shwt or ' m r e c o v e r y  from contractors [para 
31 ( h )  1, Section V .  Review of MES Expenditure-Appropriation 
Accounts ( D S )  1963-64. 

Year No. of Amount. 
contracts Rs. 

Not known . . . 2&4,065 

TOTAL . 19,67339 
(say Rs. 

----- ----- -- 19 -67 lakhs) 



APPENDIX 111 
(Vide footnote para 4.35 of Report) 

MINISTRY OF DEFENCE 

(Department of Defence Production) 

SUFNECT: Audit Report, Defence Sen+ices, 1965-Para 32-Delay in 
compilation of a Book of Regulations for Ordnance Factories. 

During discussion on Para 32 of the Audit Report-Defence Ser- 
vices 1965, the Public Accounts Committee desired to have informa- 
tion on the points listed below: - 

(i) Was any assessment made during the period of 12 years 
(1952 to-date) about the time required for the work of 
compilation of the Book of Regulations for Ordnance Fac- 
tories? 

(ii) What checks were exercised to see that the work was not 
being delayed? 

2. The information in respect of the above points is given below: 

(i) Initially when the staff for the Cell in DGOF's Headquar- 
ters for compilation of the Book of Regulations was sanc- 
tioned in November 1952, a broad assessment was made 
that the time required for the completion of the work 
would be 6 months. The assessment presumably did not 
evaluate the entire scope and nature of the work involved 
and viewed in retrospect, proved totally incorrect. Subse- 
quently further sanctions had to be obtained by the DGOF 
from time to time before the expiry of the validity of the 
earlier sanction. Every time the case for extension of the 
period of the Cell came up for consideration, a rough esti- 
mate was made of the time required on the basis of the 
data available at that time but in view of the very nature 
of the work and its size, which is borne out by the volume 
of the already published portion ( i .e .  Procedure Manual) 
these periodical estimates also proved to be inaccurate. 

(ii) DGOF had from time to time intimated about the progress 
of the work while seeking sanction for the extension of the 



cell. Wherever information, in this regard, was not ade- 
quate, it was also specifically obtained before sanction for 
continuance of the cell was accorded. The periodical ex- 
tensions given for the continuance of the Cell did not ex- 
ceed one year at a time and many of these extensions 
given were for 6 months or less. The checks that were 
exercised to see that the work was not being delayed were 
inherent in the scrutiny done prior to the issue of each 
sanction and also in issuing sanctions for short term periods 
so that the work done could be constantly kept under 
review. 

3. It may be added that the existing sanction for the posts of one 
Assistant and one LDC in connection with the Regulations work 
will expire on 31-3-1966. No further sanction will be accorded for 
the continuance of these posts. The staff in the Headquarters of 
DGOF is being asked to look after the residuary work. 

4. DADS has seen. 

S. Y. RANADE, 
Joint Secretaql (F&C) 

541966 



APPENDIX N . 

(Vide para 5.16 of Report) 

Additional Information required by the Public Accounts Committee 

Audit Report D e f m  Services 19-Pages 45--Para 4, Military 
Farms 

A note explaining the reasons for the high cost of production of 
milk in the Military Farms indicating inter alk- 

(i) the break-up of the overhead charges; and 
(ii) the relation of overhead charges to the total production 

in the Farms; 

may be furnished. 
Present system of working out production cost: 

1. At present the production cost of milk is worked out as per the 
procedure given in the succeeding paragraph. 

2. The cost of milk production is calculated by deducting from 
the total expenditure incurred at the Farms, the expenditure on 
some major items which do not relate to milk production e.g. the 
expenditure of the milk purchasing depots, milk purchased at the 
cattle holding farms, cost of SM Powder, realisation from sale of 
grains and fodder and miscellaneous receipts. While the expenditure 
of purchasing depots is excluded, the total cost includes the pasteurisa- 
tion charges of the entire quantity of milk, including the milk pur- 
chased by the cattle holding farm. The average cost of production 
is then calculated by dividing the net expenditure on milk produc- 
tion by the total quantity of milk produced, less that fed to calves. 
In the case of a farm which holds both buffaloes and cows, the aver- 
age cost will be for the entire milk production in the farm; but tlie 
average cost will ,be that of cows' milk where only cows are held and 
of buffaloes' milk where the herd consists of buffaloes only. 

3. The cost of production calculateil as indicated above includes 
pasteurisation and delivery charges of milk, depreciatioil on dairy 
plant and machinery, interest on capital on the dairy buildings and 
machinery, pay and allowances of the staR employed on processing 



and distribution of milk, depreciation on cattle without taking credit 
for appreciation of the animals, rearing of unwanted calves and the 
interest on Gwernment Accounts 'A' and 'C. 

Cost of production of milk during 1963-64: 

4. A statement showing the cost of production per litre of milk 
at the various military farms during 1963-64 is attached at Annexure 
'A' to this paper. It will be observed therefrom that the cost at  the 
various farms ranged from 87 Paise per litre to Rs. 3-84 litre. The 
average production cost on all India basis worked out to Rs. 1.72 per 
litre. 

Reasons for wide variations in the cost of production of milk a4 
different j a m :  

5. The cost of production of milk is dependent upon a number of 
factors which again vary from farm to farm and year to year. A 
separate paper summing up these variable factors is attached at An- 
nexure 'By to this note. 

Reasons for High cost of Production at Farms: 

6. The main reasons for the high cost of production of Rs. 1.72 
per litre at the farms are given below:- 

(a) As explained in para 3 above, the cost of production of 
Rs. 1.72 per litre of whole milk is inclusive of certain 
charges which are not a legitimate charge on production 
e.g. expenditure in the dairy on processing and pasteurisa- 
tion and delivery to the units/payment customers, interest 
on capital Account 'A' and Government Account 'C', a p  
preciation of cattle and expenditure on rearing unwanted 
calves upto an age of one month for free gift to civil bree- 
ders. If these charges are excluded, the production cost 
of raw milk is likely to be reduced by 20 per cent i.e. from 
Rs. 1.72 to Rs. 1.38 per litre. 

(b) High establishment charges due to Central Government 
rates of pay-Minimum Wages and Labour Acts. 

(c) Stdl  feeding of animals in the absence of well-developed 
pastures and paying higher prices for concentrates procur- 
ed through CDP. 

# 
(d) High maintenance cost of animals under scientf& and 

hygienic conditions in proper sheds with proper water 



arrangements and adequate veterinary cover. The bulk 
of the milch herd maintained at the Military Farms Is 
buffaloes. The buffaloes milk produced at the farm has 
an  average BF content of 7.2 per cent. The milk normally 
purchased by the Military Farms is with BF content of 
6.2 to 6.5 per cent. The production cost of raw milk at  the 
farms will require to be reduced proportionately before 
comparing with the local market rates. The production 
cost of Rs. 1.38 per litre excluding the charges mentioned 
in (a) above, in respect of farm produced Buffalo milk 
with average BF content of 7.2 per cent is equivalent to a 
rate of Rs. 1.19 per litre for 6.2 per cent BF. 

. 7. Apart from the above, it may not be appropriate to compare 
the cost of production of milk at the military farms with the local 
market rates. In the private sector, organised dairies owning their 
own cattle are almost non-existent. Bulk of milk supply comes from 
petty gwalas and farmers holding individually a small number of 
cows and buffaloes. Dairying is a side-line for an average farmer 
who owns a few milch animals for which no extra staff is employed 
by him. He maintains cattle under primitive conditions, uses very 
little concentrates to supplement the feeding of his cattle and has a 
large family to assist him. Thus he is able to produce milk with 
very little expenditure. 

It  may be mentioned that the sale rate of raw buffalo milk pro- 
duced by private owners in Aarey Milk Colony for supply to Rom- 
bay Milk Scheme is Rs. 1.23 per litre. 

Break-up of Cmt of Produciiion of Milk. 

9. A statement showing the broad ,break-up of the cost of produc- 
tion of milk at  8 typical military farms is attached at Annexure 'C' 
to the note. The items of expenditure given against S. Nos. 3, 6 and 
7 are clearly overhead charges. The percentage of overhead charges 
to the total cost 
figures are given 

Panagarh 
Wellington 
Margoa 
Shansi 
Kanpur 
Jullundur 
Kirkee 

of production in the 8 farms, for which detailed 
in Annexure 'C', is shown below: - 

. . . . . .  23.8% 
. . . . . .  14.6% 
. . . . . .  10.3% 
. . . . . .  13.3% 

11.1% . . . . . . .  
. . . . . .  18.8% 

. . . . . . . . .  15.3% 
...... 20.9% 



The broad reasons for disparities in the cost of production are ex- 
plained in the note at Annexure 'B'. 

10. At present, the accounts of military farms are maintained col- 
lectively for all sections of the farms viz. cultivation, cattle-yard, 
stackyard and dairy. The cost of production is a cumulative index 
of the combined efficiency of all the sections. Under the present 
system, it is rather difficult to analyse properly and minutely the 
working economics of each section separately. With the switch over 
to {he new system of cost accounting with maintenance of separate 
accounts for each section w ~ t h  effect from 1 April 1966, it will be 
possible to analyse the production cost of milk in a more scientific 
manner. 

Joint Secretaty. 



ANNEXURE 'A' 
Statement showing the cost of Pd- in variooLs Farm8. 

--- --- -- --- ------ - - 
Cost of pro- 

Name of Parent Farm duction per 
litre _ _ _ ____ _ -___  _ -  __  I__--- 

Rs . 
AHMEDNAGAR , I .87 
BANGALORE . I .65 
BELGAUM I .41 
DEOLALI . 1-52 
JUBBULPORE I -48 
KIRKEE . 1 '53 

- PIMPRI . 1.95 
SECUNDERABAD . 1.59 
WELLINGTON . 2.26 
MHOW . 0.97 
MARGOA . 2.25 
AGRA . 3 4 4  
ALLAHABAD . I ~ 8 1  
BAREILLY I .98 
DEHRADUN . I $98 
JHANSI . 2 .23  
LUCKNOW . 1 '53 
KANPUR . 2 -07 
MEERUT . r .g8 
NAMKUM . 1'93 
PANAGARH . 2 -59 
AMBALA . I .69 
JULLUNDUR . I -68 
FEROZEPORE . r .70 
PATHANKOT . 0.87 
KASAULI . I .68 

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



ANNEXURE 'B' 

Reasons for variatium in the Cost of Production of Milk at diflerent 
Farms 

The cost of production of milk is dependent upon a number of 
variable factors which again vary from farm to farm and year to year. 
These are briefly summarised below: - 

(a) Milking performances of the animals.-The higher the 
pw capita milk yield of the milch herd, the lower is the 
cost of production. The average milk yield in turn de- 
depends upon the undermentioned factors: - 

(i) Type of mikh herd maintained at the farm.-The cross- 
bred cows with 50 per cent and more exotic blood have 
the highest milk potential and are most economical to 
maintain. The cross-breds mature earlier, breed more 
regularly, produce more milk in a lactation, have a short- 
er dry period and possess a longer milking life. Cost of 
production of buffalo milk is the highest; yet because of 
its issue to troops after blending it is more economical 
to the State. Farms maintaining exclusively cross-bred 
cow herd with higher foreign blood as at  MHOW and 
PATHANKOT will have lower cost of milk production 
than a farm with exclusively buffalo herd. 

(ii) Avatlability of suittable grazing land, green fodder, 
watering arrangements and cattle sheds.--These environ- 
mental factors are conducive to better animal husban- 
dry and consequently better milking performance. 

(iii) Incidence of disease and @emit.-The outbreak of dis- 
eases among the milch herd during a particular year 
adversely affects their condition and milking averages. 

(iv) Standard of care and cattle management.-Since the 
calibre and efficiency of personnel vary from individual 
to individual, it is not practicable to provide identical 
conditions of cattle management at  all farms. There- 
fore, the management is likely to vary from farm to farm 
and consequently the performances of the cattle also 
diflter. 1 



(b) Average cost of feed..-(i) The two main,items of cattle 
feed are concentrates and fodder. The concentrates 
(Gram, barley, barn and oil-cakes) are procured centrally 
through the Chief Director of Purchase, Ministry of Food 
and Agriculture. Although procurement cost at the sta- 
tion of supply is uniform, the incidence of freightage from 
station of supply to destination varies from farm to farm 
according to the distance from source of supply. Gram is 
mostly procured from Punjab for all the farms in the 
country. The military farms situated in the South incur 
greater expenditure on transportation, making feed more 
expensive to them. Bran for farms is procured mainly ex- 
GAUHATI. 

(ii) The fodder requirements are met partly by production 
at the farm, and the rest by harvesting from leased land 
and through purchases. The cost of production of fodder 
at the farms. varies from place to place according to avail- 
ability of good agricultural land, nature of soil and jrriga- 
tion facilities together with local climatic conditions, lease 
charges of grass lands and their distances from the main 
farms, labour charges, transportation cost and so on. The 
purchase rate of hay and bhoosa also varies from zone to 
zone. I 

(iii) Some military farms where facilities exist produce 
abundant quantities of green fodder and save on concen- 
trates thus reducing the cost of feed which ultimately 
results in lowering the cost of production of milk. 

(c) Cultiwztion results.-The cost of production of milk in- 
cludes entire expenditure on cultivation of land less re- 
ceipts from farm produced fodder supplied to ASC and 
sale realisation from cash crops. The out-turn from culti- 
vation affects the cost of production of milk. The cultiva- 
tion results are dependent upon the following factors 
which vary from farm to farm and year to year:- 

(i) The extent of land, nature of soil and irrigation facili- 
ties. 

(ii) Timely, adequate and well spread out rains. 

(iii) Absence of Kharaba, or 
(iv) Incidence of crop disease, pests and insects. 

(d) Iweuse  in cost of production of fodder.-The farm pro- 
duced fodder issued to ASC is priced at the previous years 



cost of production. In view of rising trends of prices, the 
cost of fodder tends to rise every year. The issues of 
fodder are, therefore, at a discount. The loss increases 
the cost of production of milk. 

(e) Rearing of bulls, bullocks and young and dry stock by 
certain farms on behalf of others. The actual cost of rear- 
ing is far in excess of the book value recovered from the 
farms at the time of transfer. AGRA is a typical example 
where a Hariana herd with comparative low milk pro- 
duction is maintained for rearing of bullocks. 

(f) Rearing of unwanted male calves upto a period of one 
month for free gift to civilian breeders. The farms rearing 
larger number of unwanted calves have to incur more ex- 
penditure thus increasing the cost of production of milk. 



ANNEXURE 'C' 

Statement showing the breakup of ProductionCost of one Litrc Milk at Certain Military Farms during the Year 
1963-64 

Military Farm Agra Military Farm Panagar Military Farm Willington Military Farm hiargon . 
S1. Headings Expendi- cost % age Expenditure cost % age Expenditure cost % age Expenditure cost % age 

No. ture per lit. of the per lit. ofthe per lit. of the per lit. of the 
total *n?a! total total 

Rs. Paisa Rs. paisa Rs. Paisa Rs. 
Paisa - 

2. Cost of feeds of animals 
including cost of grains 
and fodder produced 
and purchased 116411.47 0-96 25'2 62949.40 0.71 27-4  30418.10 0.42 18-5 21081.61 0-90 40.0 

w 
c. 

3. Non-effective charges Q) 
such as pay of adminis- 
trative staff, vety Lab. 
cbqcs, Mily accts 
Dept charges and 
Superannuauoncharges 16613.00 0.14 3 -6  1485.15 0.02 0.7 5032.57 0.07 3.0 1157.48 0.05 2.2 

6. Depreciation charges 
casualties and condem- 
nations transferred to 
ER Funds. 52926.00 0.4 11.4 17425.00 0 ~ 2 0  7.7 7732.00 0-10 4 - 7  4556.00 0.19 8.4 

7. Interest Charges . 3942-OJ 0.32 8 - 3  13960.31 0.16 6.2 4100.63 0.06 2-6 1384.00 0.06 2.7 



g. Total: 465552.37 3.84 1od.o 227969.76 2-59 100.0 164096.77 2.26 100-o 52576.62 2-25 100.0 

10. Totnl quantity of milk 
produced Litrcs 121303 





E .  Other charges such as 
Misc. Stores & charges 
Telephone charges, 
accommodatim, Cslser- 
vancy, Water and 
electricity ice, . sali and 

acid. 
*(-I ' - i  (,-) t(--) f-) (-1 I 

238096.03 0 . 5 7  25 .6  19932.73 0 .07  3 . 4  12?121.04 0 . 4 1  8 . 3  28344'69 0-02 1 ' 3  i 

10. Total quantity of milk 
produced Litrcs 4 r7387 

-- -- - -- - -- - - - -  -- -. - - - -  - - -- -- -- 
'Due to mcreased transfer of store4 to M F  Gwalior on lts establishment. ~ . r  

t V x  to m~itn l :  In working ogt cust Kecrrpt of SM powder also appear to have k e n  included In t h ~ s  head. s 



EXPLANATORY NOTE ON VARIOUS HEADINGS 

Pay of Sta8.-This includes pay and allowances of all the staff 
of Mily. Farms (Permanent or Temporary) excluding Daily Labour, 
Pay of Officer Incharge, Clerical Staff and CHlce Contingencies. In 
other words pay of establishment of dairy, cattle yard, cultivation, 
stores and other sections is also included in it. 

2. Cost of Feed of animals including cost of grains and fodder pro- 
duced and purchused.-Self-explanatory. 

3. Non-effective charges such as pay of administrative staff, vety. 
Lab. Charges, Mily. Accounts Deptt. charges and superannuation 
charges.-Self-explanatory. 

4. Plant and Machinery charges.-This includes POL, mainte- 
nance of v e h i c h  and other machinery and .spare parts of plant and 
machinery met from Revenue. 

5. Transportation Charges.--Charges incurred on freight and other 
transportation of concentrates, fodder and other stores including 
loading and unloading are included in the item. 

6. Depreciation, casulties and condemnations transferred to RR 
Fund-Receipts from Capital items is excluded. 

7. Interest on Capital-Interest on Govt. Account 'C' is also in- 
cluded. 

8. Other charges such as Misc., Stores and charges, Telephone 
Charges, accommodation, conservancy, water and electricity charges, 
Ice, salt and aczi etc.-In addition to have rent of land and Travel- 
ling allowances of staff is included. 



APPENDIX V 
(Vide para 5.50 of Report) 

Note containing craldiciolral znfonnatiori required by the Public Ac- 
counts Committee. r i  

Audit R~QOI% Defence Services, 1965-Page 25-~ppendi.x I, .item 
(iv) -Damage to Hats 

It wassstated that two packages had been damaged at the Bombay 
Port. What was the nature of the damages? ' 

Two different lots of packages containing Gorkha hats weie 
shipped under 2 bills of lading Nos. 856119 and 856120. The &st 
lot was of four packages and the second of six packages. Out o'f the 
lirst lot of 4 packages, the outer packing of two was found to be in 
I~roken condition. These two packages were marine surveyed bilt no 
damage or discrepancy was discovered in these packages. The obser- 
vations in the Audit Report 1965 do not pertain to this first lot of 4 
packages shipped under Bill of Lading No. 856119. 

2. Out of the second lot of six packages, shipped under Bill of 
Lading No. 856120, one package was cleared on 30th May, 1962 in a 
damaged condition and a regimental survey alone could be conduct- 
ed. 58 hats therein were found deficient, while the remaining 542 
hats were repacked suitably in 5 cases and despatched to the con- 
signee on 7th September 1962. The observations by Audit do not 
pertain to this consignment sent on 7th September, 1962. 

3. Five out of the six packages covered by Bill of Lading No. 836/ 
20, which were cleared in sound condition, were despatched to the 
consignee on 26th July, 1962 by goods train. The loss in this consign- 
ment due to rain in transit has been mentioned in Appendix I, item 
(iv) at page 25 of the Audit Report. 

L. 9. LULLA, 
Joint Secretary. 

222-1966. 



MINISTRY OF DEFENCE 

Poinu arising our of Audit Report (Dejence Services) 1965 on which the Public 
AXOWUS Committee desired to be furnished with further mfomratioa at 
their sit t ings held tm the 20th and 22nd January, 1966. 

Point No. 4-Para ~j-Rrrra sxpendinrrs in stitching Gatmenu. 

What. adon was ,token to claim da- 
mages l b m  the Delhi Arm who 
TaiLed to supply the garments in 
time? Waa my letter addressed 

' to the firm pointing out their lia- 
bility to pay damages under the 
tenns of the contract ? 

On 16-3-1963, the firm expressed 
difficulty in adhering to the contract 
date of delivery and asked for ex- 
tension of, the contract period. 
After due consideration extension 
was granted to the firm for six weeks 
u to 12th May, 1963 for delivery 
o! stitched garments without In- 
voking the penalty clause. 

2. No letter was sent to the firm 
claiming damages calculated as per 
the penalty rates provided in the 
supply order. 

3. Clause 8 of the supply order stipu- 
lated penalty at the rate of 2% 
to 5% of the pr ia  of the store which 
the firm failed to deliver for each 
&y during which the delivery of such 
stores may be in amars. 

At the rate of 2% penalty per day, 
the fbccual qwtum of the pcnaltym 
be rrcavercd from the contractor 
would have been Rs. 16 a03 lakhs 
a mximanly. At the rate of eP 5h, tht penalty would have bttn 
Rs. 40.08 lakha approximately. 
Against this, the total amount pay- 
able to the amtractor for the eatire 
contract was Rs. 13,72,200 a. 

4. As the amount of liquidated 
damages calculated at the rate in- 
dicated in the contract appeared 
ptbna jacir large, the advice of the 
Ministry of Law wan sought on the 



uestion whether the recovery of $ amount in question would be 
free from legal objection. Thc Law 
Ministry advice was that "it would 

be difficult to recover damages at the 
rate mentioned in the contract", 
that the said amount would be con- 
bidered by the court as "excessive 
and unconscionable" and that it 
would be advisable to assess corn- 
peasation for delayed performance 
on the basis of DGS&D's practice. 
According to the DGSQD practice, 
the amount of recovery was assessed 
at Rs. 8,971 .oa and the same was 
imposed and recovered accor- 
dingly. 

5. In view of the advice given by the 
Ministry of Law, the questicm whe- 
ther the penalty clause in the Sup 
ply Order was appropriate was 
examined and, in May 1965, 
the Penalty Clause for inclusion 
in Supply Orders in future was 
revised. The liquidated damages 
arc sine assessed at the rate of r % 
to 5% (actual percentage left to thr 
discretion of the Purchasing Officer) 
of the price of stores for each month 
or part of a month during which 
delivery may be in arrears. The 
totel recovery as liquidated d a m p r s  
is, however, not to c x d  5% 
of the total value of stow inespcc- 
tive of the period of delay during 
which the delivery may be in ar- 
rears. 

6. Three advance aqies  are sent 
cia desired while one capy has 
been routed through the D A D  S . 



APPENDIX MI , 

(Vide Para 5.98 of Report) 

MINISTRY OF DEFENCE 

Additional informatian required by PAC on Para 38 of Audit Report 
(Defence Seruices) 1955 relating to delay in repair/wethaul of 
uehicks. 

QUIEMPION:-W~~~ efforts were made by the Army authorities to get 
back their vehicles from the Contractor? Was an applica- 
tion to this effect made to the Court of Law also? 

(a) On 9th October, 1958, a notice was issued to MIS. * *. in- 
forming them that they have committed default in failing to com- 
plete the work in accordance with the contract of 24th March, 1958 
and asking them to deliver all the 50 vehicles duly overhauled by the 
30th October, 1958 failing which action would be taken to cancel the 
contract and recover damages according to law. 

(b) On 31st October, 1958, a notice was issued to M/s. * * in- 
forming them that they had failed to give delivery of the 50 vehicles 
after overhaul by the 30th October, 1958 and informing them that 
their contract stood cancelled. The same notice informed the con- 
tractor that possession of all the 50 vehicles would be taken from 
them on 3rd November. 1958 by Lt. Col. * * * on behalf of Govern- 
ment. On 3rd November, 1958, the Government representative cal- 
led at the workshop of the contractor but was refused delivery of 
the vehicles. The contractor stated that unless the settlement re- 
garding mode of payment for the work already done by him was not 
made, he could not give delivery of the vehicles. The Government 
representative explained to the con tractor that an inventory showing 
the condition of each vehicle and stripped/unstripped assemblys and 
components would be made on a specific form which was duly shown 
to the contractor, but still the contractor refused to hand over delivery 
of the vehicles. 

(c) On 5th November, 1958, the contractor was again informed h 
writing to hand over the vehicles at 10.00 hours on 8th November, . 
1958 when an inventory would be prepared in the joint presence of 



the contractor and the Government representative. The contractor 
was also informed that if he did not attend by the appointed hour, 
the inventory would be made out in his absence and steps would be 
taken to take delivery of the vehicles. On 6th November, 1958 a 
reply was received from the contractor that he had a lien on the 
vehicles and could not hand them over until the claims were settled. 
In pursuance to this letter from the contractor, the Law Ministry 
were consulted and they advised that Government representative 
should not call on the contractor on 8th as originally proposed and 
that the dispute be referred to arbitration. They further opined 
that the dispute may be discussed with the contractor without pre- 
judioe to legal rights. 

(d) The matter was discussed with the contractor on 5th Decem- 
ber, 1958 and 5th January, 1959, but yielded no results. 

(e) In accordance with the advice from the Ministry of Law, the 
arbitrator was appointed on 10th July, 1959. One of the claims sub- 
mitted to the arbitrator on 20th August, 1959 was for an immediate 
return of the 50 vehicles handed over by Government to the contrac- 
tor. On 3rd August, 1965 an application was submitted to the arbit- 
rator that in case the vehicles were not delivered by the contractor 
in the condition in which they were handed over to him, an amount 
of Rs. 1,63,800 representing their value should inter a h  be paid to 
Government. 

(f) The arbitration proceedings were stayed by a civil court at 
the instance of the contractor on 27th August, 1959. The stay was 
discharged on 19th August, 1960. The contractor appealed to the 
Additional District Judge who dismissed the appeal on 22nd January, 
1964. The arbitration proceedings are still pending with the arbitra- 
tor. 

(g) Since the terms of the contract provide for settlement of the 
dispute by arbitration, a motion direct to the court for a decree for 
return of the vehicles would patently not be maintainable. The 
action to refer the dispute to arbitration was taken in.accordance 
with the Law Ministry advice. 

L. S. LIELA, 
Joint Secretary. 
23-2- 1966 



(Vwlo Para 5,133 of Rlport) 

MINlSTRY OF DEFENCE 
SWPCT:-Page 1 3 4 a m  18 (a) of the Audit Report (DS) 196-  

Continuance of MES RivWno without sufficient load-- 
further information des;irrd by the PubUc Accauntr 
Committee. 

(i) W h t  were the reasons fpr cancdling the w&r cocCLng RE. 18.186 
lakhs ma'thin six ntimths of the sanction? 

The hllowing two project0 were cancelled in July, 1963:-- 
(a) Provision of accommodation for station 

Workshop EME Type 'C' and attached 
Components. Rs. 9,80,000.00 

(b) Classification ranges. Rs. 46,000-00 
The necessity of the work at para (i) (a) above was accepted by 

Headquarters Delhi and Rajasthan Area on 14.3.1963, and approval 
granted accordingly. The work was however not progressed for 2 
reasons, and the sanction cancelled in July, 1963. Firstly, it was 
noticed that the special items of work amounted to Rs. 4,84300 m d  
thus exceeded Rs. 50,000 which is the limit prescribed for the Asea 
Command. This was pointed out by the A m y  HQ to the Area Com- 
mander in May, 1963. Secondly, due to new raisings and also due to 
expansion of the * * Training Centre and congestion 
in military area, it was found W c u l t  to accammadate the work- 
shg>s and other units in the originally proposed arm which was 
surramdad by civil population on three s i b  and river on the fourth . 
3idff; end r gr~posal was made ta locate the propowl 
Cnnhmadt  ia a Werent area. For tbe latatter mama, the work at 
(i) (b) above, was also held in abeyance. 

(ii) Ou t r k t  b W  wcra the site of the E.M.E. Wmkskp velected and 
why wao il; chunged within a ohart p d ?  

A board at oQBoers had selected r site for the ElrliE Workshop and 
the baais on wbioh the site was selected had betn &atad uide prru 3 
and 4 of the board proceedings (extra attached). The Board reeog- 
nised that there was land diiaculty at * * . The pro- 
ject kwervw was not progressed for rearons mentioned above. 

L. S. LULLA, 
Joint Secretay. 

26.2.66. 



met 01 ~ m i q w z r t m  &hi a d  mjmtim AT= k, 
No. 3?00)8)310I1 dated leth Mawh, 1963-Paras 3 and 4 

3, Keeping in dew the limited availability of Government land 
in the station and the difAcultier of requirftioninglhiring the land for 
locatlng the workshops, the board dwided to site the unit on the 
Guvernment land in the area adjacent to the Military Vegetable 
Fann. The following points were considered while selecting the 
site: - 

(a) The land is owned by the Government and Es readily 
available. Construction work m start without any delay. 

fb) There is enough space to accommodate the workshop m d  
to cater for future expansion. 

(c) Situated on a good road and ts away from civil population. 

(d) Water supply is readfiy available as the water pipe  pa^# , 

along the main road in front, 

4. The site, however, h a ,  the following distinct disadvantages:-- 

(a) The area is relatively flat and is subject to accumulation 
of water during the monsoon season. The lack of praper 
drainage system further aggravates the problem to e g e  
and provision of pruper &&age system is coxaidered 
essehtlal. 

(b)  It is comparatively away from the unit located in * 
and is at a distance of about 3 miles. 



I 2.6 Ddence . The Committee desire that the question of streamlining the pro- 
cedure to have an eflective control over expenditure should be pur- Finance 

@d=e) sued vigorously and suitable steps taken in consultation With the 
Ministry of Finance to remove the defects in the present system. 

e 
-3 

5 
a? Subject to the above ~bervation the Committee mwmmend 

that excess under Grant Ho. %-Defence Sel-vices-EfEective may 
be regularised by Parliament in the manner presrribed in Article 
115 of the Constitution. 

do. The Committee are surprised how in the absence of detailed 
estimates such large ztmounts were provided in the budget estimates, 
which remained largely un-utilised. Further, in the opinion of the 
Committee, when the trend of the foreign exchange and assistance 
was known, there was no justification for retaining the funds upto 

- the close of the financial year. The Committee regret to observe 
that the instructions issued by the Ministry of Finance in'October, 
1962 (c/f para 5 of 17th Report of P.AC.-Third Lok Sabha) for 



do. 

surrendering of savings immediately they were foreseen were not 
complied with in this case. 

The Committee o b s e ~ e  that there was a substantial saving of 
Rs. 7.73 crores under the item 'purchase of Dodge, one ton EhnaRJs 
a d  ambulances'. Since adequate capacity within the country to 
supply this item was not available, the Minw could not expect 
supply in time and 9s such they should not have made a prevision 
of such a substantial amount. Further the difaculties d availability 
of foreign exchange etc. were also known to the authorities from 
the very beginning and they should have estimated their requiremmb 
more precisely. The Ministry of Defence also could have im- 
a lump sum cut to reduce the gap between the budget estimates and 
actual expenditure in these cases. w w 

'? 
De~ence. The Committee feel concerned to note that despite their repeated 

observations (para 87 of 17th Report & para 6263 of 33rd Re- 
p0l't-Third Lok Sabha) the position of store accounts is still far 
from satisfactory, and the number of outstanding vouchers had 
been gradually increasing. Since, in the absence of pruper linking 
of these vouchers it cannot be ensured that the actual quantity 
of stores that should have been received by the consignee h a  
actually been received by him, undue delay in this  matte^ is frought 
with the risk of losses. The Committee were informed that 9pe- 
cial ofacers had been appointed for the purpose of clearing of the 
oustanding vouchers. They would watch results through the next 
Audit Report. 



-__- ------ P - 2  -- - -  - -L- -- 
Defence As regards the existing procedure for linking of Stores pu. 

chased in U.K. md paid for by the Chief h u n t i n g  officer of the 
Indian High Commission, the Committee understand from Audit 
that such payments are Analtj booked by the Chief Accounting 
Officer as a lump sum. A list of such payments ia not received 
by the Deience Accounts Otficers in India and they are net in a 
position to ensure that all the stores paid for in the U.K. have 
been received in India and taken on charge in the booh of the De- 
fence consignees. In this connection the Committee understand that 
one copy of the Mechmical form (Duplicate claim copy of invofce 
and packing accounts) is now being retained in the Chief Ac- 
counting Officer's offlce as a spare. The Ministry of Defence may li 
examine, in cOf18U1tation with the Department of Supply, whether 
this copy could not be utilised by the Chief Accounting Odlcer to 
bupport the lump sum Bgum booked by him in the Accounts and 
sent to the C.G.D.A. so that the latter might Lfnk them up with 
receipted pecking accounts received from the ultimate consignees 
Thc Committee also feel that in view of the time-lag in verifying 
whether the stom paid for have been actually rcceived or not, tht 
Ministry ef Defence in consultation with Department of Supply 
should carefully exsmlne the feasibility of importing gbods on DA. 
terms (Document againsf Acceptance). 

do. The Cammittere regret to note that such a large number of audit 
objections should have been pending with the administratian, Theg 



do. 

do. 

do. 

do. 

trust tbat tbe Ministry of Defence would takR further steps ta cIaar 
the older cases and ensure that the authorities give prompt attentLan 
to objections raised by audit in m e .  

The Committee regret to note that over-payment/snort recovery 
and non-recovery s-hould be outstanding for such a long period. 
They desire that all cases excepting those pending with the court8 
or under arbitration should be settled within a year and a report 
sent to them. 

The Committee may be informed about the outcome of the pro- 
posed review; the streamlining of the procedure and the s- taken 
or proposed to be taken to expedite the disposal of these cases 

It is unfortunate that the judgement exercised by the authorities I 
In this case resulted in the locking-up of funds in costly equipment 
whlch could not be used so far. The Committee feel that when 
such items the development of which is not proved are to be pur- 
chased, the decision must be taken at the highest Ievel after con- 
sidering all the pros & cons and examining the alternatives avail- 
able. The Committee would like to be informed of the progrem 
made in the procurement of ancillary items. 

The Committee regret to observe that an order was placed for 
the equipment without my demand from the user unit. Apart fmm 
procedural defects, the case also discloses lack of cwrdination and 
proper supervision by higher authorities in the matter of imports of 



- -  . -- 
costly equipment. ,The Committee suggerrt that immediate steps 
should be taken to remove these defects in the procedure which re- ' 
sults in placing of an indent for additional quantity of equipment 
without proper justification. The Cornmitt-& would also like to 
know the decision taken to develop the equipment within the 
country. 

The Committee regret to note that it took more than five years 
for Air Force Authorities to utilise properly the portable lighting 
equipment imported in 1957. If the authorities had no experience 
of this item, i t  was necessary on their part to obtain technical ad- &. 
vice from foreign experts or other countries where such equipment *- 
was being used. They should have at least watched a t i a l  perform- 
ance of the.set before finalising the purchase. The Committee 
regret to note that when the quotations of suppliers did not provide 
the required control of intensity of light at 10 per cent the Air Force 
authorities did not even enquire from them if they could provide 
the same. In the opinion of the Committee, had the authorities been 
vigilant enough this defect or lucuna could have been noticed much 
earlier. 

Further the Committee also regret to note that the equipment 
was not received in proper condition and that it took more than 3 
years to get the damaged parts replaced and have the equipment in 
a serviceable condition. The Committee would like to be inform- 



do. 

do. 

ed whether this matter had been taken up with the suppliers to 
claim damages in this regard. 

As regards the further delay it was admitted befoke the Commit- 
tee that the works and services were not planned properly. The 
Committee trust that suitable measures will be adopted by .the 
Ministry of Defence to ensue that all connected works are taken up 
simultaneously and such cases are avoided in future. The Commit- 
tee cannot emphasize too strongly the need of greater vigilance in 
all items of such importance particularly those which are imported 
from abroad agaipst the expenditure of foreign exchange. 

This is another case of failure to synchnise  various items of 
works which were necessary for completing this project. The Corn- *g 
mittee had occasion to comment over such lack of planning and non- 
utilisation or delay in utilisation of equipment in their 17th (Paras 
42 to 46) and 33rd Reports (para 31)--3rd Lok Sabha. In para 42 
of their 17th Report the Committee had suggested that the Minis- 
try of Defence should give a serious thought as to how to obviate 
the recurrence of such casea and examine whether the existing pro- 
cedure did not require to be streamlined. In reply to this recorn- 
mendation the Ministry had urged (page 542 of 40th Report--3rd Lok 
Sabha) t h a t c  

"Apart from the instant case, the peculiarity of which has 
been brought out above, there has been no other instance 
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of abnormal delay, inviting adverse comments from the 
Audit of the P.A.C. In the circumstances, the Government 
does not consider it necessary to examine the q d h ,  
as a general issue, of streamlining the existing procede 
since the Emergency Works procedure is already in exist-, 
once? 

In view of the case3 which have since come to light, the Com- 
mittee would urge upon the Ministry to review the whole procedure 
and take suitable steps to obviate the recurrence of such cases. 

The Committee aeplore the manner in which machines which 
were received against an urgent indent were handled by the Air 
Force authorities. They are surprised to find that the procurement 
authorities did not even know as to where the test benches were to 
be sent. This resulted in avoidable delay due to shifting of these 
test benches from place to place, and an infructuous expenditure of 
Rs. 20,000 in rectifying the damage caused to them due to rough 
handling in transit. The Committee trust that the Ministry of 
Defence will further investigate the reasons for the defective hand- 
ling of test benches and take further steps to ens& that costXy 
equipment required by tbe Services is carefully handled and prompt- 
ly put to we. 



do. (i) The Committee feel that the construction of quarters was 
eanctioned in this case without proper assessment of requirements. 
Had the prevalent conditions and the availability of residential ac- 
commodation a t  the station been taken into account, the 16% due to 
quarters remaining vacant could have been reduced if not altogethe; 
elhdna ted. 

(ii) The Committee were informed in evidence that the fail- 
to make further assessment of local problems and the requirements 
of stafP at the time of finalisation of tenders in April, 1963, was 
having enquired into. They would like to be informed- of the result 

i * 

of such an enquiry. 

do. From the above the Committee regret to observe that the Air 
Force Authorities were themselves to be blamed for the delay in 
procurement of Are tenders and the unsatisfactory position of fire- 

tf 
flghting equipment. They deprecate the delay on the part of the 
Air Force Authorities in Analising the orders against the offers re- 
ceived by the D.G.S.&D. in 1955. I t  is unfortunate that the autho- 
rities could not even decide for such an urgent and important need, 
about the type of equipment, its Chassis etc. for five years and in the 
meanwhile they were running a serious risk. The Committee find that 
the incidence of loss due to fire in Air Force installations had in- 
creased from 15 cases in 1960 (involving a loss of &. d397) to 38 
cases (involving a loss of Rs. 2.24,880) in 1964. The ~ o d t t e e  take 
a very serious view of this deficiency and feel that if the same is not 
remedied in time, the possibility of future damage of imported 
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equipment and those in short supply would always loom large, They 
therefore, desire that the Ministry of Defence should give d o u s  
and immediate attention to this problem and make an all out effort 
to strengthen the fire-fighting arrangements in the Air Force as the 
damage caused by Are involves not only loss of foreign exchange but 
deprives the service of their valuable equipment. 

Defence The Committee cannot appreciate the reasons on the basis of 
which the opinion of the technical expert was disregarded. They 
feel that if the opinion of the technical expert had been kept' in view, 
the loss of money as well as the inconvenience to the Air F o m  could 
have been avoided. Nor are the Committee impressed by the arm: 
ment of economy advanced by the witness as it is clear in retrospect 
that ultimately the project has cost more. In view of this the Com- 
mittee would caution against the practice of taking "calculated risk" 
against the advice af the technical experts. 

do. The Committee regret to note that the shortage of cheapef oil 
was mainly due to the under-provisioning of this oil by the Naval 
authorities during the successive annual reviews relating to the 
years 195940 to 1961-62. This resulted in a .  avoidable extra ex- 
penditure to the extent of Rs. 1.24 lakhs. The Additional Secretary, 
Defence admitted in evidence that it was a case of human Mure. 
The Committee are, however, surprised to know as to how wit- 



do. 

do. 

new considered the question of fixing the responsibility in this cam 
as 'not worth-while' when, according to his own statement, the mis- 
take was serious enough because it was repeated for 3 years. It 
was even admitted in evidence that responsibility could be fixed if 
they really went into it. The Committee reg& to note that no 
attempt was made to fix the responsibility for the mistake. Further, 
no measurea had been taken to guard against the occurmnce of oush 
cases in future. The Committee wemi given to understand that a 
further enquiry was being conducted in this case by the. Ministry of 
Defence. They would like to be apprised af tfie results of this en- 
quiry- 

They also suggest that the procedure of provisioning of stores 
in this case should be examined with a view to remove defects, if t 

The Committee regret to note that over-provisioning of spares in 
the first item and excessive manufacture of items in the second case 
took place. The more disquieting feature in this case is that in the 
absence of records, the basis on which the provisioning of the spares 
had been made in the first case and purposes for which items were 
manufactured at the Dockyard in the second case cennot be ascer- 
tained. They feel that suitable measures should be adopted to 
remedy this unsatisfactory state of affairs. They would aiso urge 
the Ministry to initlate early action regarding special reviews pro- 
posed to be conducted in the three services. 
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19 3 30 D&ce The Committee are constrained to observe the tardy manner in 

which the important scheme of expansion of Naval Dockyard was 
handled by the authorities at different stages. They cannot help 
getting the impression that the urgency of the matter was not fully 
appreciated by those who dealt with this scheme. It took more than 
2 years for Government to consider the scheme submitted by the 
Consulting Engineers in June, 1950 and another period of about 2 
years was taken to start the work on Stage I. Ultimately, the work 
which was supposed to be completed by 1961 was still incomplete. 
In para 28 of their 8th Report (Second Lok Sabha) the Estimates 
Committee (1957-58) had expressed their dissatisfaction over the 
progress of the scheme as follows:- 

"The work on the Stage I was started in the middle of 1955 
and is expected to be completed in 1961. The Committee 
consider it very unfortunate that over 24 years should 
have been taken in commencing the execution of the pro- 
ject in 1955 when the scheme was finalised towards the 
end of 1952.. . . . . The Committee feel that in an import- 
ant matter like the Naval Dockyard, a greater sense of 
urgency in executing the project should have been 
shown." 

The Committee regret to observe that despite the above obser- 
vations of the Estimates Committee no serious attempt has been 



do. 

made to accelerate the progress of work on the scheme and in the 
meanwhile, further delay continued to add to the cost of the project. 

In this connection also the Committee want to draw attentiop to 
the following observations of the Estimates Committee contained in 
para 32 of their 8th Report (Second Lok Sabha):- 

"The Committee do not feel happy over the method in which 
the fees of the Consultants have been fixed. . . . . .The pre- 
w t  terms are such as to give them an unintended bendit 
on account of the increase in the cost of work due to ex- 
traneous reasons, like contractor's delays and failure and 
not due to additions to the work. The Committee would, + 

therefore, recommend that Government should review the -'$ 
matter and lay down principles on which remuneration 
should be paid to consultants in f a u r e  contracts. They 
would suggest that Government should negotiate with the 
consultants in the present case to eliminate increments of 
costs on account of extraneous reasons, from the cost of 
the project, for determining remuneration." 

In their reply to this recommendation (at page 25 of 109th Report 
of Estimates Committee-Second Lok Sabha) the Ministry of Defence 
had stated that the consultants had given certain proposals/s~ges- 
tions which were under consideration of Government. 
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31 3-34 Ddeoct The Committee are not sure whether the revised terms will 
safeguard the Government against the unintended benefit oceuring 
to the Consultants as a result of incmase in the cost of works due to 
rise in prices and other extraneous reasons (e.g. delay in completion 
of work etc-). They, therefore, suggest that in Wwe while nego- 
tiating such contracts where the details of the project d its p r b d  
of completion are m t  certain, the Government &auld amithk pro- 
vision of an werc8ll &ling for the mmuneration of the Gens-ta 

do. The C o d t t e e  regret to obeerve that lack of fnrstbought 
ia 

proper pl- on the wrt of Naval authorities delayed tbe wrp- 
missioning Qf tbe t88t house. The q-lrrept received frmn WiW ts 
1%3 had beau biag idle and there had beep exWa emdi t r i fp  wM& 
could have been avoided had the authorities d a e t e d  the supjaiw 
for prombag teeknid data from .tbe very beginning. The C m -  
mittee are surprised how the Naval authorities thought of install- 
irlg &@ e w p a e n t  by themselves when at the time of ordering for 
t b  t h y  did not even cansult who could re~der thrun 
some agrittm. They trust that the Ministry of Dgfelece would 
establish better coordination between the Services and ensure that 
su& cases do not recur. They also hope that equipment in ~uestioq 
w q l 4  be yt#@ W ~ Y  now, 



do. The Committee regret to obsente that the e.bA.'s ot&dog t& 
not given prompt and due notice by the Naval Headquartera and 
they continued to incur expenditure without proper saaction. It is 
unfortunate that the authorities kept on watching the pqpas ul ghe 
proposed scheme for more than one year and approached the B&&i- 
stry of Defence only in July. 1958 for ex-post-facts sanction. Bad 
the matter been taken up earlier the avoidable expenditure could have 
been reduced. The Committee trust that the Ministry of Dekme 
will issue suitable instructions to Service Headquarters to give proper 
and prompt attention to audit objections in d e r  to avoid cases of 
this nature. 

do. While the Committee are inclined to accept the reason for placing 
of order on the old Factory 'A' in the first instance due to the pre- 
ocrupation of the more niodern factory 'B' with other items of 
production, they see no justification for continuing the pro- 
duction of this item in the uneconomical factory for 3 years. If, as 
stated in evidence, the fact that the cost of productian in Factory 
'A' will be more, was known from the very beginning, the D.G.03. 
should have taken the earliest opportutlitp, to augment the capacity 
cf Factory 'B' and discontinue production of this item in factory 
'A .  Had this been done a major portion of extra expenditbm COUM 
have been avoided. 

do. The Committee are surprised that even after trying the mthg 
method for more than 8 years the Ordnance Factory was neither 
able to reduce the rate of rejections nor was it  able to determine 
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the relative economies of this method of production. The Committee' 
feel that the Factory should have taken into consideration the cost 
of rejections also to determine the relative economies of this new 
process. 

Defence While the Committee appreciate the fact that the existing capacity 
of the Ordnance Factories has to be utilised to the maximum extent 
and that in an emergency the D.G.0 F. may have to plac? orders on 
uneconomical factories also, thcy nevertheless feel thzt in  the caws 
referred to above, the difference in the cost of produ:tion was a mark- 
ed one, the reasons fu r  which deserve careful examination. The 
Committee suggest that the D G.O.F. should make 1 ccnstant review P 
of the methods and cost of manufacture of an item In different facto- 
ries. This would help in planning, production in the factories and 
also enable him to kenp a watch o? their efficient m?nagemen+. 

do. The Comm ttee ara not sat sfied with this euplmation. They 
learn from Audit that in the cz;e c E item (i) the ~ w n b e r  of boxes 
purchased from the trade was nearly 3 t h e s  that produced in the 
Factory. Eve 1 thr1 average cost gf material used p Ir u ?it (Rs. 32.50) 
in the factory was much in excess of the finished ar ticle procured 
from trade (R-,. 24 to Rs. 29.75). The Com.nittee are surprised as to 
how the G o v e r ~ m ~ n t  factories \.ere not at!e to procure the cheaper 
varieties of tindoel in sufficient uilant ity w h w  the private firms ~ 0 4 4  



do so. This clearly indicates that either no serious attempt was made 
by the Factory or the existing arrangements for provisioning of 
timber are not satisfactory. The Committee desire that the matter 
should be further enquired into to find out what steps were taker, 
by the management to procure timber of the right and cheaper 
variety after the' order for the manufacture of boxes was placed on 
it. The Ministry should also examine the desirability of improving 
the existing procedure since as stated in evidence there had always 
been a time-lag in the supply of timber against the demands placed 
on the State Forest Deptt. 

do. The Committee, asked the representative of the Ministry of Supply 
to examine these cases and to furnish a note indicating (i) whether 
a penalty clause was included in the contracts given to private firms; 
(ii) what action had been taken against the suppliers for not supply- 
ing the goods in time and (iii) in the case of wooden boxes, what 
were the rates at which orders were placed on the trade, the reduc- 
tions effected, if any, on account of lowering of specificatisns and the 
final prices paid to them. The Committee regret to observe that 
this information is still awaited. 

do. The Committee hope that such mistakes would be avoided in 
future. 

30 4 28 do. (1) What surprised the Committee most in this case was the in- 
ability of the technical experts to locate the cause of the failure of 
the ammunition in proof tests. Even till this day the deflnite cause 
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do. 

do. 

do. 

suggest that the circumstances in which machinery valuing Rs. 1.h 
lakhs remained unutilised for such a long time should be investigated 
with a view to avoid a recurrence of such cases. Defects in proce- 
dure, if any, found as a result of such investigations, should be 
removed. 

The Committee regret to note the halting manner in which tht 
whole case of compilation of the Book of Regulations for the tMWt- 
ance Factories was handled by th t  authorities. Not only m th? 
tial estimate of the work defective but also no check seems to have 
been exercised to watch the progress by anyone (the D.G.O.F., Min- 
istry of Defence and F'inance) for 12 years. The Committee regard 
this period as too excessive and they feel that during this long period 
the objective with which this work was initiated has suffered. During 
evidence, it was admitted that there was no need to keep a seaorate 
officer to supervise the work for 7 years. The lack of interest shown 
by the authorities in this case resulted not only in avoidable extra 
expenditure but also in the delay in the publication of the book which 
was considered to be useful for the Ordnance Factories. The f2om- 
mittee hope that the second volume of the compendium would be 
Analised without further loss of time. 

The Committee are not able to appreciate the placing of the bsUL 
order for this item in December, 1980, when results of the edarrathn'c$ 
order placed in February, 1960 had not yet been recet~d. 

The Committee would like to be informed of the Anal utMsation 
of the surplus material. 

---- -- -- 
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34 5 17 Defence In the absence of proper accounting system in the military farms, 

the Committee regret to observe that the figures of profit shown are 
unrealistic as admitted by the witness and that they do not represent 
the true position of the financial working of the farms. The Corn 
mittee were informed that a revised system for pricing payment 
issues and free issues of milk on the basis of the market price in the 
locality would come into force from 23rd January, 1966. A new 
accounting system which was recommended by an expert account- 
ing committee in November, 1962 is proposed to be introduced from 
1st April, 1966. The Committee are not happy over the delay in 
introducing the new accounting system and they hope that its intro- g 
duction will not be further postponed. They would watch the re- 
sults of implementation of the new pricing system and the progress 
of introducing revised accounting system through future Audit Re- 
ports. .. 

The Committee deplore the inordinate delay in the implementa- 
tion of some of the important recommendations of the R.V9. mrga- 
nisation Committee which had submitted its report in 1959. Out af 
128 recommendations made by this Committee, final decision on 28 
recommendations had yet to be taken by Government. The Com- 
mittee regret to observe the casual approach in this case. They would 
like the Ministry to expedite decisions regarding the remaining 
recommendations. 

do. 



do. The Committee understand from the Ministry that all the cattle- 
holding farms were incurring losses, because of high cost of produc- 
tion. At present the cost of production of milk a t  the various farms 
ranged from 87 paise per litre at Pathankot to Rs. 3.84 per litre at 
Agra. The average production cost on all India basis worked out 
to Rs. 1.72 per litre. The Committee feel that cost of production 
of milk produced at Military   arms is too high. They regret to nole 
that this problem of high cost of production of milk has not yet beeu 
tackled effectively by the authorities concerned. In their earlier 
reports (para 9 of 17th Report and para 19 of 33rd Report, 3rd ~ o k '  
Sabha) the Committee had suggested that the Ministry should 
examine in consultation with the M~nistries of Finance and Food and 
Agriculture, the feasibility of entrusting the supply of milk require- 
ments of units and formations to civil organisations which might be $ 
set up for the purpose. The Committee regret to observe that no 
headway has been made in this regard. The Ministry of Defence 
have approached the State Government only to take over the respon- 
sibility of supplying milk to units. The State Governments though 
agreeable to supply milk to units, were not able to assure supplies 
in case of general scarcity at any time. The Ministry have however, 
not explored the possibility of entrusting the supplies to the Co- 
operative Societies or other agencies. When the Committee ~nade  
the aforesaid recommendations it was not their intention to entrust 
the work to State Government but thev wanted that this should 
be entrusted to private agencies so that the farms may be operated 
more efficiently and economically. The Committee regret that their 
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recommendation has not been given due eonsideration The h m -  
mittee desire that this matter should be examined in all aspeeta an8 
early decision taken. 

Mence The Committee are surprised how this important aspect r- 
unsatisfactory conditions of grazing/accommodation at the statha 
was overlooked while deciding to locate the sheep farm, To that 
extent there was lack of planning and forethought on the part of the 
officers concerned. 

do. 

do. 

rr The Committee desire that before it is decided to set up a newr g, 
sheep farm else-where, the question whether it is absolutely neces- 
sary for the Defence authorities to have their own farh for the 
purpose should be examined. In view of the high establishment 
and overhead charges involved in a departmental hm, it sh6uld be. 
considered whether it would nbt be more economical to get the meat 
supplies from other sources. 

In view of the fact that the cultivable land of the fmm has 
reduced from 802 acres to 200 acres, the Comm3ttee desire thal fh(r 
Ministry should consider the economics of contintaing the ~~13tltrirt;lor 
activities Ulroatgh the MiMary Fatm, Shbhjaharipw. It shuld & 
be examined whether any reduction can bc e&&ed I& the ex!&ng 
staff as a r W t  of ~urtailment of ~uMivMidn activftks. 



do. 

do. 

The Commit@ r e j p t  to note that due to la& of propes plamhg 
in this case the expewlitwe on tbe ancillary buildjngs (Bs. 6.86 ld&s) 
became W l y  infyuetuous. The buildings could not be utitioed 
M y  for t);e intended purpose and the troaps had to he b f i t e d  dm- 
-re at the station. The Cemrmittee were told in evidence W the 

wer, beiilg looked into with a view to fix respoasWty. They 
ww4d IliJre to know about the aetioa taken a-t the o&ar res~~ors* 
sibbe fm bad planning. and also W t  the utiliration of the b~~ 

The Committee are not happy over the manner in which the 
bullding (with rent of Rs. 3,900 p.m.) was requisitioned in May, 
1963 for the use of an officer of the rank of Maj. Gen. and was re- 
tained till August, 1965 and an expenditure of Rs. 34,851 was incur- 
red on additions and alterations made in the building. In addition 
to the expenditure af Rs. 34,351 on regairs. an approximate amount 
of Rs. 1.01 lakhs will become payable to the land for the period June, 
1965 to August, 1865. As against this total expenditure of Rs. 1.35 
lr$btJ, r sum d Rs. 3,200 approximately has been realis& from the 
ol5cem who w e  allotted this house during this period. 

& d a g  to the MinjoEtry's own admifsion "This is w e  of 
them ease3 w b e  we really cannot say that the powers that have 
been delegated haw been exerehd with all due diacretion." The 
Mirsirdry are mnsiderinp about the extent to which pwers  should 
be limited and regulated. The Committee would like to know about 
the decision taken in thb  regard. They hope that such cases will 
not recur. 

-. . - - -- --- - --- --- - C 
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5 36 Defence The Committee are surprised that even after the transfer of the 

Major General concerned in September, 1964 the Army Authorities 
thought that they could meet the requirement of entitlement of 
accommodation with regard to floor area by alloting the house to 
two Lt. Colonels, without having regard to the heavy rent payable. 
The house could have been derequisitioned at this stage instead of 
in August, 1965. The Committee deprecate such routine approach on 
the part of officers. 

The Committee would also like to know the outcome of the dis- 
pute.regarding the fixation of rent of the building by the collector. 
They would als:, like to know if any part of the expenditure of 
Rs. 34,851 incurred on additions and alterations, had been recovered 
from the owner of the building or the fixtures installed by the Army 
Authorities have been removed. 

do. 

do. From the facts placed before them, the Committee find that there 
is no conclusive evidence documentary or otherwise as to whe- 
ther both the firing ranges at the station were in use by the Army 
Units during the period 1947-48 to 1958. The local army authorities 
responsible for allocating the firing ranges ought to have main- 
tained a register showing the allotments made to the various units 
from time to time. Apart from this there should have been a periodi- 
cal review by the local military authorities regarding the utility 



and the need for continued occupation of the ranges. But in the p r b  
sent case the Ministry reviewed the position only after the claims 
of the owners of the adjoining lands came in for payment in 1958. 
Even after that, the Ministry took four years to decide about the 
abandonment of the ranges. The Committee desired that the proce- 
dure regarding carrying out periodical reviews of the properties 
acquired or requisitioned or hired by the Defence Services should 
be improved to ensure that such properties as are surplus to the re- 
quirement are not retained. 

do. The Committee regret to observe that owing to lack of proper un- 
derstanding between the Military authorities and the Railways, 
there was a loss of imported stores (hats) valuing Rs. 22,740 as a 
result of exposure to rains of the packages which were despatched in 
an open wagon without any protective covering during the mon- 
soon. The Committee feel that while asking for an open wagon 
the Defence authorities should have taken adequate precautions to 
protect the packages from damage due to rain. They regret to ob- 
serve that this was not done. The Committee cannot also rule out 
the possibility of some damage having occurred by rain during 
storage at port since 3 of the packages received in April, 1962 were 
handed over by the port authorities to the Embarkation Comman- 
dant in July, 1962. The Committee note the contention of the 
Defence Ministry that the goods had been booked at Railway risk 
at higher rates of freight. Even so, the Committee feel that the Em- 
barkation Head quarters should have ensured that the packages 
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were actually provided with adequate cwering, especially when 
the goods were susceptible to damage by rain and also when go& 
were despatched during monsoon season. The Committee hope tbat 
the OWcers will be more careful in handling defence stores w k h  
are imported at the cost of much needed foreign acharrge and tbs 
damage to which is also likely to affect the aperational efficiency 
of the Armed Forces. 

Ddance The Conunittee desire that in the present case the dispute W 
ween the Railways and Defence Authorities should be xttled early 
and a report submitted to them. ti 

do. 

The Committee feel concerned to observe that there was an omis- 
aion on the part of the offfcer of the Ministry of Law to notice this 
point even after the Supreme Court gave a ruling in two cases in 
1962 that the contracts not executed according to the constitutional 
requirements cannot be validated by ratification. In view of the 
fact that this case was seen by Ministry of Law on several occasions 
after the publication of Supreme Courts' ruling in 1962, the omission 
is all the more regrettable. 

The Committee have also come across some instances at other 
places where the opinion given by the Ministry of Law was b a d  
more on expediency than on law or that it was given witbout 



do. 

do. 

ridering all aspects of the case (as in the case under discussion) or 
they have given several apinions inconsistent with each other. 

The Committee have also come across instances where the Ad- 
ministrative ministries refer cases to the Ministry of Law though 
not strictly necessary whereas even some important cases where 
prior consultation of the Ministry of Law would be beneficial for 
mfeguarding the interests of Governments are not referred to that 
Ministry at appropriate stage. 

The Committee therefore, suggest that a proper procedure should 
laid down for referring the cases to the Ministry of Law and time- 
limit should also be fix& for the Ministry of Law to give their 
opinion. 

Ddcace The Committee And from the note furnished by the Ministry of 
Law that the Solicitor General had suggested that there m u l d  
be no objection on rent or compensation being accepted without pre- 
judice to the contention of the Government. 

The Committee would like to know about the action taken by the 
Ministry of Defence to recover the rent from the contractor. 

The Committee hope that necessary remedial measures will be 
taken by the Ministry to prevent such unauthorised occupation of 
Government premises by contractors and also concealment of infor- 
mation about such unauthorised occupation. 
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Dcfenct ' I  

5 65 The committee would also like to be infomed about the h i -  
sion of the court on the applications for vacation of the injunction 
against Government in the present case. 

&A The Committee also regret to note the abnormal delay of over 10 
years which has taken place in flnalising this case. The desirability 
aE early finalisation of this case can hardly be over-emphaskd. 

do. The Committee ffnd that after placing the indent for the equip- 
bent  on the India Stores Department London, two important changes 
necessitating reduction in the requirement took place vir. (i) Reor- 
ganisation of Army units in April/May 1963 and changes in provi- 3 
sbning policy. While reducing the order in November, 1963, the 
Master General of Ordnance took into account the changes in the 
provisioning policy but it is regrettable that owing to lack of co- 
ordination in the various sections of the Army Headquarters, the 
derrease in the requirement on account of reorganisation of Army 
Units was not brought to the notice s f  the M.G.O. The timely 
action by the sections concerned would have enabled the M.G.O. ta 
b k e  into account the decreased requirement while modifying the 
order in November, U63. The Committee desired that the preaiant 
procedure shouM be tightened with a view to e a w b g  that ips- 
portant changes affecting the provisioning of costly and important 
equipment are brought to the notice of the M.G.0. pmrnptly to 
amfd over-provisioning and unnecesseq loeking up of funcb. 



do. 

do. 

The Committee are not satisfied with the action of the Army 
authorities in placing a bulk order on a single firm for stitching of 
9,13,290 garments to be supplied in 3 months' period on the basis of 
quotations obtained from 3 firms after verbal or telephonic inqui- 
ries. The finn was able to supply only 19 per cent of the quantity 
ordered by the due date and the balance by December, 1963 i e . ,  in 
about a year from the date of placing the order. In the meant*, 
tbe recruits who had to be clothed, had to undergo training without 
uniforms. Thus, wen though an extra expenditure d Rs. 4 lakhs 
w a s  incurred (as compared with the highest rate in the second 
order), Che purpose in view was not served, Furihr, due to de- 
layed supplies only 53 per cent of the quantity ordered in Delhi 
could be issu& by March, 19bl and the remaining quantity had not 
been utilised by then. !% 

4 

The Committee are surprised how the Director of Ordnance Ser- 
vices who visited the factory Mure placing the order was setkfied 
about the capacity of the A r m  to execute this bulk order by the due 
date. They are inclined to take the view that the assessment of the 
capacity of the flrm made by the omcer was faulty. 

Tbe Committee find from the Ministry's note that an a m  of 
b. 8,Wl had been recovered from the firm as a penalty for  &laylng 
the supplies. The penalty WAS levied after consulting tbe W e t r y  
of L a w  and stated to have been calculated @ tO per cent sf 2 per 
cent according to the procedure followed by the D.G.S.&D. Taking 

--. -- -- into consideration that the Government had to incur an extra ex- - .  - -. - -- -- - - --- - - 
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penditure of Rs. 4 lakhs approximately (as compared to the higherst 
rates in the second order placed in February, 1963), the Committee 
feel that levying of a penalty of Rs. 8,971 was too meagre, 
I t  is understood from Audit that the token damages @ 10 per cent of 
2 per cent are levied by the Director General, Supplies & Dispo- 
sals in cases where- 

(a) higher prices have not been paid for earlier deliveries, or 

(b) Government have not been put to any loss for belated 
supplies. r 

UI 
CO Even this was not applicable in the present case. 

Time was the essence of this contract and it was on that account 
that Government paid higher rates involving quite a lot of extra 
expenditure. The Committee feel that the major portion of the 
extra expenditure of Rs. 4 lakhs which the Ministry incurred on the 
plea of prompt supplies and which did not materialise in time should 
have been recovered from the contractor. 

According to the agreement the quantum of penalty at  the lowest 
rates (2 per cent) was Rs. 16.03 lakhs approximately and the highest 
rates (5 per cent) was Rs. 40 08 lakhs as against the amount of 
Rs. 13.72 lakhs payable to the contractor for the entire work. The 



do. 

Ministry of Law had advised that the amount of the damages calcu- 
lated according to the agreement would be considered by the Court 
of Law as "excessive and unconscionable." and that it would be 
advisable to assess compensation for delayed performance on the 
basis of D.G.S. & D's pract~ce. The Committee are surprised to 
learn how the Ministry of Law gave this opinion about levying of 
penalty according to the procedure followed by the D.G.S.&D., 
when there was a clear stipulation in the agreement about the re- 
covcry of liquidated damages and when time was the essence of this 
contract. 

The Committee regret to observe that there had been inordinate 
delay in starting the construction of the kiln building and subsequen- 
tly in commissioning the seasoning plant. Although the laboratory g, 
equipment, the availability of which held up the commissioning, 
was available with the Director General of Ordnance Factory, since 
1959, this fad was not known to the Army authorities due to lack of 
coordination. The other difficulties which held up the commissioning 
of the plant viz. .  want of necessary power connection and certain 
other stores could have been avoided with proper planning. The 
Committee hope that such delays will be avoided in future. 

do. The Committee regret to observe that this is another case of bad 
planning. There was delay in the placement of the indent for the 
preservation plant and also in its utilisation after its receipt in 
January, 1963. The Committee would also like to h o w  the date on 
which the plant actually goes into production. 

-L ."-. - -- - - _  _ _ ._ . . .__ _- ---- --- 
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54 5 94 Ddcncc fib CorHmfttee' feel contertied ovrtr the tardy m&er it+ wMch 
tHe p t o p k d  mo&ted- by' the Afmy BtadquaWeks in October, 19fM3 W 
settihg B' mall hboratoq in tiHk! lkpo$ wa$ pmtd. The sane- 
timing of the provision of the laboratory took eight years and there 
W s  a f u r W f  dehy of swen years in estkblkhing if. 'Phe Com- 
dRee feel that once the decision w establi& a' laboratsty had' b& 
t a k a  ih March, 1958, it should have been ex&%t&. ~ ~ t i o ~ .  

do. The Committee feel concerned to fmd that 50 vehicles banded 
w e r  to the contractor for repairs in 1958 were neither repaired by 
hiR.1 nor had been returned by him so far even afkr  about 8 years. 
Ln the meantime, the vehicles had been deteriorating as a result 01 
tkeh being kept in the open and in dismantled condition. The 
Committee cannot view with equanimity the facts of this case and 
the state of helplessness in which Government found itself as a 
result of the agreement entered into with this party. The case 
points to the necessity 6f exanlinatiolr of the eontract form in order 
to make a provision for cases of this type viz. withholding Gatern- 
Mtnt pruperty delivered to a contractor for repairs, withholding of 
the same withocrt carrying oat repairs and yet clairning some com- 
pensation fot  having incurred alleged &pfmse. 

The Committee desire that necessary steps should be taken hr 
consultation with the Ministry of Law to espdjte the seitfemerif 
of the dispute which has been going on with tfie cimtractzd since 



do. 

1958. They would also like to know the h a 1  result of the arbitra- 
tion in this case. The Coinmittee would also 'like to Mow whether 
Gove&ent have considered any departmental hction such as black- 
listing the contractor for his non-cooperative and obstructive attitude. 

The Committee regret to obse'rve that this is yet another case 
where there was failure to notice a major change effecting the provi- 
sioning of an item of Defence stores and to take necessary action to 
revise the requirement before placing orders for suppfg d 9!2,$%0 
nulnbers (costing Rs. 55.20 lakhs) in July-August 1980 on the Director 
General of Ordnance Factories. This item was deleted from the o m  
rational reserve list vide General staff Branch letter dated 26th May, 
1960, but nobody in the M.G.O. Branch took notice of this deletioh. 
What is worse, even after the omission was pointed out by Ministry .g 
of Finance (Defence) in January, 1961, no action was taken by the * 
M.G.O. Branch to cancel or suspend the bulk orders already placed 
on the D.G.O.F. Instead, the matter was referred to the General 
Staff Branch for clarification. Even if the M.G.O. Branch had a 
doubt in the matter, they should have at least suspended the orders 
till a clarification was available. 

do. Another unsatisfactory feature of the case is that the Genepal 
Staff Branch took two years to clarify the position that deficiencies 
need not be covered and the demands cancelled to the extent pea- 
ble without financial repercussions. But it was too late at #at 
time to cancel the order. Only about 48 per cent of the quantity 
ordered could be cancelled. This has resulted in avoidable expendi- 

- - - -- - --- - ----- - - _ I - - -------- 
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ture of Rs. 25 lakhs approximately on the quantity of 30,054 which 
has already been supplied by the D.G.O.F. The Committee would 
like to know about the Anal action taken to cancel the remaining 
quantity of 16,414 (involving Rs. 1,46,WO) which has not yet been 
manufactured. The Committee desire that this case should also be 
examined with a view to fixing responsibility on the officers concern- 
ed for the various lapses at different stages. 

The Committee note that same remedial measures have been 
taken or are proposed to be taken by the Ministry. They hope that 
such cases will ,not recur. 5 

The Committee are surprised that in this case although the rate 
quoted by the contractor were well above the administrative approval 
and technical sanction, those were considered freakishly low on the 
ground that prevalent rates were higher. It was deposed before the 
Committee that during the last five years both the administrative 
approval and technical sanction have been unrealistic. If so, the 
Committee regard it as very unsatisfactory that the administrative 
approval and the technical sanction which are usually accorded on 
the basis of the M.E.S. schedule of rates, should bear no relation with 
the prevalent rates. The Committee feel that the M.E.S. schedule 
of rates have not been kept reasonably upto date as otherwise 
administrative approval and technical sanction would not have been 



do. 

do. 

unrealistic during the last five years. They therefore, stress the need 
for revising the present system with a view to ensuring that the 
rates according to administrative approval and technical sanction 
reasonably conform to prevalent rates. 

The Committee note the remarks of the Ministry of Finance in 
this case that the method adopted by the Chief Engineer to get the 
rates corrected was not within the ambit of the Director General of 
Works. They desire that this aspect of exercising delegated powers 
should be carefully examined and procedure streamlined for future. 
In this connection, the Ministry should also consider the desirability 
of defining 'freak rates' rather than leaving the criterion to the entire 
discretion of the local engineers. 

The committee are surprised to learn that according to the stand- 
ing instructions if any freak rat& are discovered ii tender, the 
tenderer concerned is given an opportunity to revise those rdes, if 
he so desires. The Committee feel that quoting of the freak rates 
should not be the only criterian to negotiate higher rates with that 
tenderer. In such cases the higher tenderer should be given an 
opportunity to bring down their rates. They desire that the stand- 
ing instructions in this regard should be suitably modified. 

do. The Committee regret to observe that, while on the one hand the 
omcers were keen to revise the "freak rates" quoted by the contrao 
tor on the ground that he would not be able to do the work at those 
rates, on the other they allowed him to do substandard work. The 



do. 
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Committee would like to kndw the action taken against the oficem 
who were slack in supervision, and also about the recovery (Rs. 1.76 
lakhs) from the contractor. 

The Committee are perturbed at the perfunctory manner in 
which the contract was placed for a work of the magnitude of mom 
than Re. 1 crow. Only a short period of 10 days w a ~  allowed £or 
quoting rates, stipulating an unrealistic time sdieduie of three 
rhonths for completion of the work. On the last day for s u ~ i o n  
of tenders, the period of completion was extended from 3 months ta 
5 months, but no extension of time was allowed for submission wf 
jenders on modified basis. The result was that only one tender was 
Lweived which was 100 per cent above the estimated cost but which 
was brought down to 80 per cent above the estimated cost aft&' 
neetiation. It is understood from Audit that the Chief T&h. 
Examiner has stated that the rates acepbd am hi&. 

What is worse, as against the 5 months period allow& for the 
cmplction for the work, it was actually c6tnpleted after more thzm 
a year from the date of handing o w  the site. 'Thus eveh attet- pay- 
ing higher rates, Government could not get the benefit to early com- 
pletion. It is only fortuitious that the operational efficiency of the 
Air Force did not suffer because of the cease-fire but really sgeaitrhg 
the contractor, has let down the Air Force. The Collmittee hm 



do. 

that learning from the experience of this work, the authorities in the 
Deferfee Services would be more careful in plannitg and executitW 
of emergency works Which involve an expenditure of huge amolrnt 
of public money. 

The Committee regret to note that the S.P.E. has taken too long 
a period in finalising investigations in this case which was reierrec! 
to them in 1963-64. 

do. 

do. 

They wodd like to know the outcome of the enquiry made by 
the SPE and the action taken against the officers. 

The Committee are surprised that within 6 months of sancthmng 
the work (costing Rs. 10.26 lakhs) these were cancelled. It is not 
clear why all the factors subsequently advanced in favour of shifting r, 
the site were not fully considered originally. In fact the Committee 
And that the Board of Officers which selected the site for the work- 
shop had observed that there was enough space to accommodate the 
workshops and to cater for future expansion and tjlat this land was 
away from the civil population. It was deposed before the Commit- 
tee that the proposed change in the location of the scheme was dtte 
to some local pulls from technical authorities themselves arising 
from rivalry betweefi the two stations. In that case, the Committee 
feel, that the matter should have been referred to higher authorities 
and decision taken on merits. The Committee however take a se~id 
ous view of such local prejudices influencing the vital decisidtis of 
location of Army units. They would like to know the Anal decision 
taken in the matter. - --- ---------. _ - _- _ -_  _ _ _- _ _  - -  



6 -136 Defence I t  is also not clear to the Committee why after the sanction was 
cancelled in July, 1963, the MES division was not closed down rill 
June, 1964. The Committee desire that this aspect should also be 
investigated with a view to fixing respnsibility. 

do. 

do* 

The Commit!ee are of the view that the creation of the second 
division in this case lacked proper justification. They feel that in 
such cases instead of creating two divisions with about 50 per cent 
of staff, the MES authorities should have created one fully staffed 
division to look after the work in hand and bifurcated it later if more 

+ 

work had developed. The Committee hope that there will be better %. 
planning in future. 

The Committee are far from happy at the halting manner m 
which departmental action is being taken against the officers res- 
ponsible for misappropriation and negligence. A Court of enquiry 
was held in March. 1962, the Sub-Area Commander recommended 
disciplinary action in January, 1963 and the case was referred t9 the 
SPE bv the Area Commander in March, 1963. I t  is regrettable t h a ~  
the SPE also took 20 months to investigate the case and report In 
the matter (November 1964). The MES authorities took further 
5 months to serve charge sheets against the officers concerned (April, 
1965). The cases have not yet been Analised. I t  is very unsatisfac- 
tory that even though about 4 years have elapsed, yet afficers at 



do. 

fault have not been punished for the misappropriation detected in 
March. 1962. The Committee desire that immediate steps should -be 
taken to expedite the matter and remedial measures should be taken 
to prevent recurrence of such delays. 

The Committee are sorry to note that 460 tonnes of cement.cost- 
ing RS 66,118 was damaged and rendered unsenyicable due to 
negligence on the part of an individual officer by exposure to rain 
in July 1963. They feel that the loss could have been avoided i f  
timely action had been taken by the officer either to suspend the 
supplies or to provide suitable covered accommodation during the 
period of monsoon. 

do. The Committee find that the staff Court of Inquiry held the , 
Garrison Engineer responsible for gross negligence. The Committee 3 
are not convinced with the reasons given by the G.O.C. of the area 
in disagreeing with the findings of the staff Court of Inquiry. The 
Committee, however, understand that the matter was still under 
examination of the Ministry. They would like to know the final 
decision taken by the Ministry on the findings of the staff Court of 
inquiry. 

do. The Committee are surprised how such a heavy cash balance 
(Rs. 40,000) was kept by the unit in this case. They feel that res- 
ponsibility should be fixed for keeping cash in unit chest beyond 
a reasonable limit. They also desire that the question of fixing 
monetary h i t s  on h o h n g  cash in unit chest should be Analised 
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early. The Committee also trust that other necessary remedial 
measures to avoid outbreak of fire and to strengthen the fire fight- 
!ng arrangements have been taken. 

67 5 160 Defence The Committee regret to find that the Department took 20 
months to survey the generating sets rendered surplus on closure of 
the power house. They would like to know about the findings of 
the Board of Omcers which went into the matter and the final action 
taken on their report. 

Another unsatisfactory feature of this case is that although the 
sets were repaired by the contractor in March, June and Sept., 1963, 
thes could not bo utilised due to certain defects which remained un- 
rectified by him till June, 1965. In the meantime a sum of Rs. 1-11 
labs  (approximately) had been paid to the contractor. They would 
like to know whether any action has been taken against the con; 
tractor for the delay or the officer who made the payment withbut 
ensuring thorough repairs. 

do. This indicates that the first test conducted by the officers at Pana- 
garh was perfunctory. The Committee are sorry that officers con- 
cerned should have been so casual in testing the set repaired at the' 
cost of Rs. 40,950. They would like to know whether any clction 
has been taken against them. 



do. The Committee would also like to know as to when and where 
the three generating sets were put to use after repairs, and whether 
they gave satisfactory service. 




