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CHAPTER I
REPORT

1.1. This Report of the Committee deals with action taken b Gow

ernment on the recommendations contained in their 119th Report (Fousth '
Lok Sabha) on Appropriation Accounts (Defence Services), 1967-68 and
Audit Report (Defence Services), 1969 which was presented to the House
on the 29th April, 1970. '

1.2. Out of 87 recommendations contained in the Report, action
taken notes/statements have been reccived in respect of all the recommen-
dations.

1.5. The action taken notes/statements on the recommendations of
the Committee contained in this Report have been categorised under the
following hcads: —

(i) Recommendations [observations that have been accepied by
Government,
S. Nos. 1-4, 6, 7, 10, 13, 13, 16, 18—20, 21—25(ii), 28, 32,
54, %6, 40—42, 4449, 5163, 66—72, 75, 83, and 85—87.
(ii) Recommendations/observations which the Committee do not
desire lo pursue in view of the replies of Government.
S. Nos. 14, 17, 26, 27, 29—31, 33. 38, 39, 43, 50, 73-74 and
82. , ,
(iiiy Recommendations/observations veplies lo which have not
been accepted by the Commuttee and which require reitera-
tion,
5. Nos. 5, 8, 9, 11, 12, 7681 and 84.

{iv) Recommendations/observations in respect of which Gouvern-
ment have furnished interim replies.
S. Nos. 25(iii) and (iv), 35, 37, 64 and 65.
1.4. The Committee hope that the final replies in respect of those
recommendations to which only interim replies have so far been furnished,

Xil:“be submitted to tiem expeditiously after getting them vetted by
udit.

1.5. The Committee will now deal with action taken by Government
on some of the recommendations.

Slow Progress in manufacture of an improved model of a weapon and
related ammunition—-Paragraph 1.62 (S, No. 1)

1.6. In paregraphs 1.1 to 1.70 of their 119th Report (Fourth Lok
Sabha), the B:Ahllc Accounts Committee had dealt with dda\(- in establish-
ment of production of a wea and related ammunition, the project
for which was sanctioned by Government in April, 1959. After taking
into account the various causes attributed to shggtfall in production, by
f.g;cmmem. the Committee made the following observation in paragraph

“The Committee are far from happy about the progress achieved
in the manufacture of this weapan. The investment in the pro-
ject, which was sanctioned in 1959, has by stages amounted to
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over Rs. 9 crores. 184 weapons were to be produced in
three phases, the first phase covering 60 weapons to be
completed by April, 1962, later changed to October, 1964. The
rate of production was also to be scaled up by degrees to eight
units per month starting from November, 1967. None of these
expectations have been realised. The 60 weapons to be produc-
ed in the first phase were actually completed in August 1967
i.e. after a delay of 3 years. The maximum rate of production
achieved so far has been 2.5 units per month less than even what
was contemplated in 1964, when it was fixed as 4 per month.
The substantial shortfall in production has compelled Govern-
ment to resort to import of this weapon at a cost of over Rs. 5
crores. It has also led to the accumulation of imported conpo-
nents and sub-assemblies valued at Rs. 1.14 crores, which can
be used up only when production is stepped up.”

1.7. In their reply dated the 2lst November, 1970, the Ministry of
Defence stated:

“1. The observations have been noted.

2. Steps have now been taken to progressively increased the pro-

duction of the weapon and it is expected that a capacity equi-
valent to 8 units per month will be reached by 1973.74 An
average of 3 guns p.m. has been established since March, 1970.

3. The accumulated imported components and sub-assemblies con-
tinue to be utilised progressively with the increased production
of the weapon.

4. It may be added that out of the total investment sanctioned so
far, Rs. 4.42 crores have been towards capital investment and
the balance for revenue expenditure incuding deferred reve-
nue. The value of the equipment produced upto October 1970
would be over Rs. 6 crores.”

1.8. The Committee find that a production target of 8 units of the
weapon per month which was originally scheduled to be achieved by
November, 1967 is now expected to be reached only by 1973-74. The Com-
mittee are unhappy over retarded production of the weapon. They would
like Government to take effective steps to accelerate the rate of produc-
tion.

1.9. The Committee while dealing with the slow progress manu-
facture of an improved model of a weapon and related ammunition, also
took note of the lack of cooperation from the foreign collaborators which
was apparently one of the factors responsible for retarding the progress of
production. The Public Accounts Committee in this connection made the
following observation in paragraph 1.66: —

“Apart from lack of adequate know-how and various other pro-
cedural del®s, an important factor which apparently retarded
the progress of the production would appear to be the fact that
cooperation from the foreign collaboration has not been so
rapidly forthcoming. It was stated during evidence that at the
initial stage “there was difficulty in getting ali the drawings
etc.” from the collaborators and this, in turn, led to delay in
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procurement of plant and machinery necded for indigenous
production. The Committec would like it to be impressed on
the collaborators that the progress in production has not been
satisfactory and that they have to share the responsibility for
this state of alfairs. For the future, Government should exanine
what safeguards should be built into collaboration agreements
of this type, so that the collaborator gets a stake in ensuring
that contemplated production schedules are achieved. Ultimate-
ly the solution to the problem lies in developing cxpertise in
tlf\{c country through intensified research and  development
cffort.”

1.10. In reply dated the 2ist November, 1970 the Ministry of
Defence stated:

“As regards the question of assigning responsibility to the licensor
for any delay or shortfall in production, this would depend on
the extent to which the Government are able to build in pro-
visions to this effect in the agreement with the licensor. While
specific cases are brought to their notice and discussions are
held at even very high levels, it is not always possible to make
an issue out of the delay or other difficulty before we oursclves
have mastered the technique as it would make our own position
vulnerable because, instead of joint investigation and remedial
action, we will be geuting entangled with legal and other issues.
Such issues can be raised only where we have sufficient evidence
that there has been an attitude of non-cooperation or adoption
of dilatory tactics in respect of fulfilling any of the obligations
in terms of agreement. This has not been so in this case. It is
noted that the ultimate solution to the problem lies in develop-
ing expertise in the country towards which efforts are constantly
being made through various means including intensive train-
ing in the colluborator's works.”

1.11. The Committee feel that while Government may have reasons
for not holding the collaborator responsibile for the delay in production
in this case, they should have a built-in safeguard in future collaboration
agrecements against possible delay and shortfall in production attributable
to the collaborator. Accordingly they wish to reierate that Government
should examine forthwith what safeguards should be provided for in such
agreements so that the collaborator gets a stake in ensuring that contem-
plated production targets are achieved aocording to the schedule. The
Committee have pointed out the necessity of issuing instructions in this
regard to all the Ministries elsewhere in this report.

112, The Commitiee referred to the s'ow progress made in manu.
facture of related ammunition in ordnance factories and defective fuzes

produced indigenously and made the following observations in paragraphs
1.69 and 1.70:

Si. No. 8:

“The Committee note that 3057 fuzes for this ammunition produced
indigenously at a cost of Rs. 40,000 have turned out to be
defective. Due to production not having been satisfactorily
established Government have been forced to resort to import
of fuzes. 60,000 numbers were imported in 1964, 1,20,000 num.
bers in 1967 and an identical number in 1968."



Sl. No. 9:

“It is a matter for concern to the Committce that it has not still
been possible to identify the cause for failure of the indigenous.
fuzes. The matter needs to be pursued with the collaborator
who should be asked to rectify the fuzes at his cost and re-
imburse Government for the losses sustained. The Committee
would also like to be apprised of the steps taken to stabilise
indigenous production at a satisfactory level, so that imports
could be avoided. It seems particularly necessary to stop im-

rts, as imported fuzes are stated to be costlier than indigenous
uzes.”

1.13. In their reply dated the 22nd November 1970, the Ministry of
Defence Stated:

“Even though 8,057 numbers of fuzes were rejected in proof out
of about 80,000 numbers produced earlier, incidence of rejec
tion in subsequent productiors has been rare and in fact out
of about 2 lakh fuzes produced, there was no further rejection.
As regards PAC's observation that the Colluborator should be
asked to rectify the fuzes at his cost, this matter has been
fully examined. It is felt that the loss of 3,057 Nos. of fuzes in
a wotal production of 80,000 fuzes may not be considered
abnormal, particularly in the develoEmem stage. Further, the
firm collaborated with us as and when required in terms of
technical assistarxe for investigations and trials both at
Ordnance Factory, Khamaria as well as at their works. There
is, therefore, no reasonable ground for penalising the Colla-
borator on this account.

As regards stabilisation of indigenous production it may be stated
that after acceptance of some dimensional tolerances by the
Inspcctor based on the recommendations of the Factory, the

ition of manufacture has improved. Further following the
Investigations on empty fuszes/components, the Collaborators
have made certain recommendations which are under imple-
mentation by the manufacturing factory. The Collaborators
have also supplied the details for the mode of inspection, Per-
ceptible improvement in production has since been observed
in recent production by adopting the method recommended by
the Collaborators. Some more data are yet to come from the
Collaborators which arc¢ heing progressed and it is expected
that once all these are atdoptcdP in current production, indi.
genous production will be stabilised, Production is now going
on a¢ a steady rate of approximately 8,000 Nos. per month of
filled fuze.

As regards further imports of fuzes, recommendations of the PAC
are noted. The question whether any further imports of fuzes
will be required will be subjected to very careful consideration
keeping in view the above recommendation, quantum of indi-
genous Froducu’on of the fuzes, the anticipated production
target of the ammunition and urgency of the requirements of
‘the Services for the ammunitions.”
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1.14, The Committee note that the indidence of rejection in subse-
uent production has been rare. They hope that shortcomings, if any, have
n rectified and that there will be no further failure of the fuzes.

Indigenous manufacture of special types of ammunition—paragraphs
L110—1.112 (S. Nos. 10—12)

115, In paragraphs 1.71 to 1.115 the Committee dealt with the indi-
genous production of a weapon and related ammunition, a project which
had been sanctioned in May, 1962 and import of an ammunition conse-

uent on delay in establishment of its production, which was found de-
?ccxive on receipt from abroad. In this connection, the Committee made
the following observations in paragraph 1.110 to 1.1)2:

“1.110; The Committec are concerned to observe that ammunition
worth Rs. 3.58 crores imported for the use of the services has
turned out to be defective. It has been stated that the firm
which supplied the ammunition has agreed to rectify the
defects at their cost and that a programme for this purpose is
being worked out. The Committee would like the artangement
to be speedily finalised and intimated to them.”

L111: The orders for the import of this ammunition valued at
Rs. 7.22 crores were placed with the firm in Scptember, 1966,
The ammunition was “received in several lots  on  different
dates” till, in February, 1968, Government decided after testing
the ammunition, that further imports should be stoped (after
a little over, 54 per cent of the ‘contracted’ quantity of ammu-
nition had been delivered). The ‘check-proof’ on the ammuni.
tion arc stated to have been carvied out on  different  dates
between June, 1967 and June, 1968, and their results to have
become available between February, 1968 and Dzcember, 1968.
The Committee would like the Government to investigate why
the resul's of the check-proof became available so belatedly,
and whether this delav made timely action for stoppage of
further import impossible. It should also be investigated
whether there was delay in starting the check proof immediately
after the first consignment of imported ammuuition was
received.

1.112: The Commiuce were also given to understand that the
ammunition was tested before import and the inspection tests
were carried out by the experts of a foreign country, when
observers from our country were also present. It is not clear
how the fact that ammunition was defective in the matter of
dispersal as well as range escaped notice during this inspection.
The Committee would like this aspect of the matter also 10 be
thoroughly investigated,

The Committee would like to be apprised of the findings of the
investigation into all the fore.going points.”

1.16. In their reply dated the 28rd November, 1970 the Ministry of
Defence stated:

“The firm had agreed to rectify the defects in the ammunition at
their cast. A quaatity of 5,000 rounds has already been recti-
fied. Rectification of a further quantity of 19,904 rounds by
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the firm is In progress. The balance will be rectified as soon
as the components become available,

Samples for check proof were selected immediately on receipt of
ammunition details from the consignce, C.AD. Pulgaon. Inti-
mation in respect of the first two cosignments was reccived
from the depot in May, 1967 and the check-proof was carried
out in June. These dates would indicate that therc was no
delay in carryving out the check-proof. It may be mentioned
here that the object of check-proof is to ensure that the ammu.
nition received in India are (a) in serviceable condition (deter-
mined by firing a few samples picked up from different lots/
boxes at random), (b) have not suffered any damage or de-
terioration during handling and transportation (determined by
visual inspection) and (c¢) have the anticipated remaining
storage life determined by chemical examiitation of explosives
after breaking down the ammunition). Samples for check-proof
are drawn from a few representative lots only and sentence
on the entire consignment is given based on the check-proot
test results. Range ard Accuracy Tests do not come under the
purview of normal check-proof. It will be seen that the purpose
and scope of check proof is limited and it is not to be treated
as acceptance proof which was carried out in this case by the
supplier's Inspectors as provided in the contract. During the
check-proof carried out in June, 1967, defects like short-ranging
and blinds were observed. A re-proof was carried out in August,
1967 when besides short-ranging, rocket failures were also ob-
served. It was then dedided to carrv out “Double Re-Proof™
(i.c. with double the quantitv of bombs for normal check-proof).
This was completed in December. 67. when the pattern of
defects was repeated. Such defects were not indicated either
in the final inspection and in the proof reports received from
suppliers or in the reports forwarded hy our representative who
attended the firing tests in . ......... ... as an observer. It was,
therefore, decided to carry out comprehensive  Range  and
Accuracy trials (which are normally carried out by the Research
and Development Organisation as Evaluation tests  before
clearing the design). These trials were conducted in January
1968 The defects were confirmed in these trials. It will thus
he seen that the results of the trials which formed the basis
for waking up the matter with the suppliers became availuble
on'v bv February, 1968,

Merels on the basis of the first check proof results carried out
in June 67, it would have heen a premature action to attribute
the failure to a design or manufacturing defect, more so when
the check-proof results on the earlier consignment of 1962-63
had nct indicated anv defects.

The ftinal inspection and proof as received from the suppliers did
not indicate any defects in the Bombs. A representative from
cour High Commission in London was presemt at the time of
firal proof firing carried out by the firm when defects like
blinds, rocket failures did not occur. So far as wide dispersion
in Range and Accuracy is concerned, it may be mentioned
that the Range and Accuracy tests of filled bombe were not
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carried out in the presence of our representative from the High
Commission in London, being not part of the Final Accept-
ance test. Range and Accuracy test are comprehensive firing
trials which are carried out only at the design evaluation
stage. This involves firing of a large quantity of ammunition.
The Range and accuracy tests, therefore, do not form a part
of final acceptance tests for the normal out-turn lots.”

1.17. The Committee note that so far only 5,000 rounds bave been
rectified by the firm and that rectification of a further quantity of 19,004
rounds ds in progress. They h?fwthat rectification of the remaining quan.
tity will be taken up early. progress made in this regard may be
intimated to them.

1.18. The Committee would “k:ed Government to examf i‘l‘:rge whethtl:r
necessary safe guards could be provi for in agreements for supply
of amnnymilions so that in case they were ffound dl;{ective onf‘checkilproof',
the supplying firm would be responsible for replacing/rectifying them at
their ow*')n cost. The Committee would, however, emphasise that the ‘check.
proof’ should be carried out at the earliest opportunity.

1.19. The Committee note that range and accuracy test do not form
part of final acceptance tests.

In view of what has happened in this case the Committee would
suggest that suitable and adequate tests should be carried out before final
acceptance, as procurement of defective ammunitions due to inadequacy of
tests or otherwise not only entails financial loss but also endangers the
safety of the nation,

Shortfall in production—paragraphs 1.141 and 1.142 (S. No. 18 and 19)

1.20. In paragraphs 1.141 ang 1.142, the Committee made the fullowing
ohservation regard shortfall in production of an item (two tvpes) in
ordnance factories with foreign collaboration, sanction for which had been
accorded in January, 1963

“1.141. This is another instance where production of an item under-
taken with foreign collaboration fell short of anticipated levels
necessitating imports 1o the wne of Rs. 27.40 lakhs. The case
illustrates lic need for ensuring that, where foreign collabora.
tion is sought. It is on such terms, which will give the collabo-
rator as take in ensuring that the stipulated production
schedules are achieved. The Committee have made observa
tions on this point elsewhere in this Report.

1.142. Though shortfall in production was caused bv a variety
of factors, one major factor was that the collaborator who
was to supply technical documentation by December, 1963
did not complete the supply till July, 1966, In the agreement
executed with the collaborator there was no penalty clause to
bind him to supply the technical documents within the sti-

ulated period. "Fhe representative of the Department of
?’cfencc roduction admitted during evidence that the incor-
Eeonuion of such a clause in agreemenus of this nature would

desirable. The Committee trust that this point will be

kept in view in any agreements made with foreign collabora-
tors in future.”



1.21. In their reply dated the 22nd November, 1970, the Ministry
of Defence stated:

18. The recommendation of the Committee has been noted and
would be kept in mind in future while entering into agree-
ments involving foreign collaboration.

19. The recommendation has been noted for future guidance.

1.22. The Committee desire that Government might also issue gencral
instructions in this regard for future guidance of all the Mimistries enter-
ing into agrecments with foreign collaborations as this problem is tikely
to be encoutitered wherever foreign coflaboration is sought for by Govern.

ment.

Extra expenditure in purchase of zinc ingots—paragraph 1.215 (S. No. 32)

1.23. While commenting upon the extra expenditure incurred by the
Director General, Ordnance Factories in respect of purchase of zinc
ingots for the five ordnance factories in 1967-68 cuonsequent on the failure
of the Minerals and Metals Trading Corporation to sell the stores to
the Ordnance Factories in paragraphs 1.180 to 1.217, the Committee had
made the following observation regarding proper coordination betweey
the consuming Government Departments and the importing Public Sector
undertakings for meeting the necds of Defence and other Government
priority projects in respect of vital raw materials in paragraph 1.215:

“Government as a policy is now canalising more and more im-
ts of vital raw material through the public sector under-
takings like the STC and MMTC. It is necessary that for
meeting the vital needs of Defence and other Government prio-
ritv projects, proper coordination is maintained between the
consuming Government departments and the importing public
sector undertakings. Government should prescribe how the
requirements of defence, public sector urdertakings and Gov-
ernment departments are to be met from such imports and
the price at which these should be made available to them.”

1.24. In their reply dated 20th March, 1971 the Ministrv of Foreign
Trade had stated:

“Government accepts the recommendation. Instructions have been
issucd to STC and MMTC to afford every facility to Defence,
Government Departments and Public Sector Underiakings for
mecting their requirement of non-ferrous metals.”

As regards the prices at which the raw materials canalised through
the STC/MMTC are supplied to the defence, public sector undertakings
and Government Deparunents, it has heen decided that the release prices
of raw materials will be fixed in accordance with the guidelines provided
by Government from time to time as required in the Im Trade Con-
trol Policy and the raw materials will be supplied by the aforesaid Cor-

ations to the defence, public sector undertakings and Government
partments at the prices so fixed.

lﬂ.ﬂmﬁomtﬂme&mmenpl{fmhhdby%«nmtud
that the instructions issued wzeﬁli':dgenaa terms. In cheis opinion Govern-
ment should lay down well guidelines in detail covering matters
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{ priarity, delivery and pricing in of Government requirements,
p Pr:m{ that 3 De!emzp q:'ogbe mu by $TC. and MMTC.
m would, therefore, Gevernment to iwsue comprehensive instruc?
tions on the subject and inform them.

Delay in repair of tractors—paragraphs 2.48—2.52 (8. No. 54—58)

1.26. In paragraphs 2.25 to 2.52 of their 119th Report, the Public
Accounts Committee had commented upon the manufacture of certain
types of tractors in ordnance factories in collaboration with a foreign
firm and performance thereof. In this connection the Committee made
the following observations with regard to lack of foresight on the part
of the Ministry of Defence and Director General Ordnance Factories in
the matter of procurement of spare parts for these tractors most of which
were awaiting repairs, vide paragraphs 2.48 to 2.52:

“2.48. The Commitiec note that out of 496 Komatsu Tractors held
by the Army, 140 are awaiting repairs. 41 of these tractors
have been off-road for more than four years. The Committee
were told during evidence that maintenance spares for these
tractors were not ordered from Japan in the beginning. In-
dents were placed from 1961 but supplies started only in 1965,
when just 44 per cent of the total item indented for were
reccived. Even by 1966 supplies had materialised to the extent
of 55 per cent only, The Committee cannot visualise how
any machinery, especially one required for use in forward
area and for rugged work could bhe ordered without the neces-
sary percentage of maintenance spares. The matter mayv be
enquired into and Committece informed. The Commitsee would
also like instructions to be issued for avoidarce of such
repetition.

2.49. The Committee can only draw one conclusion that there was
neither adequate planning nor cnough coordination between
the Ministry of Defence and Director General Ordnance Fac-
tories in the matter of procurement of the spare parts from
Japan. Right in the beginning when manufacture of Komatsu
tractors was commenced in collaboration with Japanese firm,
some spare parts for cach type of tractor should have been
procured to meet emergent demands. This was necessary, parti-
cularly ir! respect of those critical items which were not planned
for manufacture in India.

2.50, The Committee observe that the models of the tractors had
been rapidly changing in Japan and that had been giving
rise to difficulties in the procurement of spares. To get over
this difficulty, efforts should have been made to achieve rapid
indigenisation by import substitution to the maximum extent

ssible. But it would appear that enough efforts have not
n made in this direction as even 85 per cent indigenisation
is still a target to be achieved.

251. The Committee were told that the tractors did not suffer
from any manufacturing defect and that the main reasons
for the tractors being off-road was that spares were not avail-
able. The Committee would like this point to be further in-
vestigated as it has beers repored to the Committee that
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Komatsu tractors.sup})lied to the Dandakarayana Project have
some inherent manufacturing defects. A reference in this con.
nection is invited to paragraph 1.71 of their 118th Report
(Fourth Lok Sabha).

Moreover, the Committee find that a large number of
spares received between 1963 and 1969 have accumulated
with the DGOF. The accumulation has reached such pro-
portions, that it became necessary to comstitute a Group to
segregate and sort out the spares. It is amazing that while
tractors remained grounded with the Army for lack of spares
in some cases upto five vears, the D.G.O.F.’s organisation should
have been accumulating these spares without bothering to
segregate them and to ascertain to what extent they would
meet the Army’s requirements, The Committee hope that the
segregation will be expeditiously completed and the spares
speedily sent to the EME Workshops in need of them.

2.52. The Committec note that in respect of the indents placed on
BEML during the vears 1966 to 1968 only 78 per cent of the
spares were supplied till the end of 1969. Against indents
placed on BEML in 1969, onlv 4 per cent of the items had
been supplied upto December, 1969. The Committee would
like measures to be taken to improve the supply position of
spare parts.”

1.27. In their reply dated 26th September, 1970, the Ministry of
Defence stated:

“The subject matter of this recommendation is the same as con
tained in Public Accounts Committee's recommendation at
S. No. 25 Appendix II to Fourth Report 1962-63 arising out
of para 20 of Audit Report 1962 of which a reply has already
been furnished on 1ith November, 1964 and reproduced at
page 474 of PAC's 40th Report (3rd Lok Sabha). As stated
earlier simultancous orders for spares could not be placed in
the absence of manufacturer’s recommended list of spares, spare
parts catclogue duly priced and EME scales. It is however,
agreed that it is desirable to obtain the maintenance spare
arts along with the main equipment, and particularly so the
items which are not planned for indigetous manufacture. A
decision has already been taken in December, 1967 that in
future, indents for specific spares would be placed along with
the indents for Komatsu Tractors making it clear that deliveries
of the tractors without prior or simulataneous deliverv of
spares indented would not be accepted. Orders have also been
issued on 28-8-70 regarding the provisioning of spares of major
equipment along with the initial orders for the main equip-
ment.

In so far as DGOF is concerned, the import substitution could not
go on at the desired pace because originally the production
of tractors in India was undertaken by utilising the surplus
capacity then existing in Ordnance Factories a part of which
was later diverted to the production of armament items con-
sequent upory declaration of Emergency. Another factor that
contributed to the lower indigenous coptent was the failure
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of the firms to supply certain items like forgings. Besides this,
the main stress was laid on the assembly of Tractors to meet
the large outstanding demands for tractors from the Army
and Civil indentors, so much so that a number of tractors bad
to be imported in ready for-road condition, In so far as BEML
is concerned, it may be stated that the Company was set u
in 1964 and started functioning only with effect from 1.1-1963.
In December, 1965 it was decided to entrust the Company
with the manufacture of Crawler Tractors under a collabora~
tion Agreement concluded in 1958 with M/s Komatsu Manu.
tacturing Company, Japan. Until then, the Crawler Tractor
Manufacture was being carried out in the Ordnance Factories.
It would, thereforé, be seen that BEML came into the picture
only from 1966 when DGOF cross-mandated some of their
indents to BEML after the entrustment of the Crawler Tractor
Manufacture to the Company. Although, BEML factory for
the manufacture of Crawler Tractor and Heavy Earthmoving
Equipment at Kolar Gold Fields is still under construction,
nevertheless the Company has made significant progress in the
manufacture of Crawler Tractors by way of assembly of im.
ported CKD packs and with increasing indigenous content.
The production in the factory on a significant scale com-
menced only from 1967-68 onwards with increasing indigenous
content as will be seen from the table below:

Production in pumber with percentage of

indigenous ocontent
1967—68 196869 1969—70 197071
(i) D 120 Crawler .. .. .. e 11 30 16 60
Tractors . . . S (28907 (269%) (26°8%)  (57%)
(iijy D 80 Crawler .. . . . 78 163 114 150
Tractors .. e .. . (32%,) (53%) (53-99,) (60%,)
(iii')' D 50 Crawler .. ‘e . .e . . 110 150
Tractors NS . .. e . .- (359, (60%)

The percentage of indigenous content in respect of D120 Tractors,
D=0 and D30 Tractors is expected to be 85 per cent by 1971.72.
‘In the case of these three Crawler Tractor models currently
included in the BEML's production line, the engine assembly
of two models namely D80-A-12 and D50-A-15 has already
been indigenised and the engine assembly of D120-A-18 is also
expected to be indigenised in the course of ahout a vear. This
will ensure indigerised supply of most of the engine assembly
parts for these models. Besides, the chasis and other compo-
nent/parts of these three models are also being progressively
indigenised. Some of the major such items already indigenised
are main Frame; under carriage parts, including Track Frame;
Track Chain and Truck Rollers; Suspension items, including
equalised Bar and Draw Bar Assembly; and attachments such
as ‘C Frames and Dozer Blades. BEML has also been able to
establish indigenisation sources for the manufacture of Hy-
draulics, Main Clutch, Steering Clutch: Castings; Forgings:
Electrics and Hoses, Oil Seal Filter and Bearing etc.

Lymyerss—3
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BEML's own irdigenous programme at Kolar Gold Field upto
1971-72 includes items such as Fuel Tank, Hydraulic Tank,
Bow] and ‘C’ Frame, Guard Fenders, Track Shoe Link; Trans-
mission Case, Main Clutch Case and Gears etc. Besides, with
the help of the machinery already received and installed by
BEML. the Company has established capacity in the follow.
ing manufacturing/Auxilliary shops:

(i) Fabrication ard Assembly Shops for Crawler Tractors,

(if) é\ﬁanufacturing facilities in the Machine Shop and in Plate
Shops.

(iii) Facilities in the Auxiliarv Shops/Department c.g. Tool
Room, Inspection, Laboratory and Maintenance.

In order to increase the pace of indigenisation an R&D Cell has
also been set up within the Company to undertake design and
development of new equipment as well as important model of
equipment under production with indigenous assemblies, im-
port substitution parts, assemblies and accessories in the pro-
ducts under production for which full technology, know-how
is not available or wherc available requires considerably en-
gineering efforts. g

In the light of the above efforts of the Company towards indigenisa-
tion of the products it may be appreciated that the Company
has made considerable progress in the direction of indiget.isa-
tion of their products.

The question whether the Komatsu tractors with the Army became
off-road because of any manufacturing defects has been exa.
mined and it is considered that there is no adequate material
to support this inference. No such general manufacturing
defects leading to the premature overhaul or premature failure
of the tractors have come to notice.

It is agreed that despite the efforts made by the DGOF to issuc
out the spares to various indentors immediately on their re-
ceipt from Japan, there had been accumulation of boxes of
spares for reasons already reported to the Public Accounts
&mmittee namely:

{a) While placing the su;:FIy orders on M/s Komatsu, the
DGOF had consolidated the requirements of various inden-
tors and for sustaining his own production programme
which on receipt had to be sorted out and segregated.

(b) Shipments from M/s Komatsu contained certain cxcess sup-
plies against supply orders of the DGOF and wrong supplies
against Komatsu Invoices.

-(c) Cancellation of demands or: the DGOF by various indentors
due to the delay in receipt of stores.

(d) Shortage of floor space coupled with the non-availability of
adequate technical staff in relation to the workload the
factory had to handle.
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Nevertheless, the identiliable spures were sorted out from the
accumulated stocks as much as possible and issued to the
Army. It is being ensured that the segregation of the balance
accumulated stocks is expeditiously completed.

BFML has made a detailed review regarding the supply of spare
parts against the indents cross-mandated by DGOF to BEML
in 1966 and the indents placed by E~in-C directly on BEML
from 1966 to 1968. It is found that on an average as on 1-6-1970
BEML have supplied 88, 25 per cent s;lwarcs (including spares
of attachments) and in many cases sup,l) ies have beerv affected
to the extent of 100 per cent. The delay in the supply of
remaining items has been due o non-supply of these items by
M/s Komatsu despite the efforts made at ambassadorial level
in 1967. Besides some of the items which were sh‘ined b
Komatsu, Japan were found cither inapplicable or damaged,
resulting in their rejection or were short supplied against which
claim has heen ratsed on M/s Komatsu for such items and.
this claim has been accepted by them. A portion of the items
vet to be supplied also pertain to the older models which
come under the category of all.time buy of spares for which
M'’s Komatsu have heen insisting that BEML should place
only one order on them to cover the entire requirement of the
country. There has heen some delay in processing of order of
All-Time-Buy of spares since the customers were not firm in
their denuands and the list had to be crosssmandated to DGOF
and DGBR who had surplus spares,

Although a large quantity of spares hud been supplied by BEML
to the Armv authorities, the tractors could not be repaired for
want of balance items of spares. In order that the wructors
should be repaired and put on the road quickly special mea-
sures are being taken to supply the vital spares for the repair
of the wactors, These include air-lifting of non-heavy parts
and to obtain other parts by fast boats. BEML is also taking
steps to locate needed spares from the Border Roads DGOF
and other Organisations who may be having surplus stocks of
such spares. Efforts are also being made by the Department of
Defence Production to wake up the matter of speedy supply
of spares by M/s Komatsu through the Indian Ambassador at
Tokyo.

In view of the cfforts alveady mude by BEML, for the supply of
spares to the Armv awthorities und with the special measures
that are being taken by the Companv, as mentioned above, the
supply position of spares parts is expected to improve further.”

1.28. The Committee note that *special measures are being taken to
su;:‘ply the vital spares for the repair of the tractors”. They wish this
had been attended to early. They hope that with these measures the
tractors will be repaired and put on the road soon. They would, however,
like to be informed of the latest position regarding the supply of spares,
repairs done and the number of tractors still off-road.

Defective work in an airfield—paragraphs 3.71—3.76 (S. Nos. 76—81)

129, In paragraphs 3.42 to 3.76 of their 119th Report, the Public
Accounts Committee had dealt with two contracts concluded by a Chief
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Engmneer in December 1962 and January 1963 for developing an aix
basc. The Air Force who took over the air base after completion of
the works, reported various defects in the airfield. After taking into
account the circumstances in which the work was undertaken as ex-
plained by the Ministry of Defence, the Committee made the following
observations in parasgraphs 3.71 to 8.76:

3,71, The Committee are of the opinion that the Military Engi-
necring Department accepted substandard work done by the
contraciurs in respect of the runway as well as taxi-track.y. The
representative of the Ministry of Defence stated that in the
view of the Engineers, “it is really a tribute to the tenderer
that in four months, he could finish a job of this magnitude”.
The engineers of the M.E. Department could not, in the
circamsiaices of the case he cxpected to express a contrary
view. In any case it is difficult to squarc this view with the,
findings of the user (the Air Force) who reported within four
months of taking over the work that the condition of the air
field “has given causc for concern” and raised “the vital
question of safetv of valuable aircraft and even more valuable
pilots.” Listing the defects found in both the taxi-tracks and
the runwav, the Air Force Wing pointed out they “have cra-
cked at many places” creating “pot holes” “of 1/2” to 67
width which are a real danger to aircraft taxing, taking off
or landing”. The Wing reported that the pot holes “revealed
that the material can be casily scraped with an ordinarv shar
edge” “with some of the holes filled with just plain tar which
is washed away in rains or melted with heat”. It was also
stated that no proper camber “had been provided on the run
war " which was ‘water logged at manv places” with the fur-
ther possibility of this condition “getting aggravated with
heavy rains”. This, they pointed out “¢an i’.’ﬁ(‘% to serious ac-
cidents” when aircraft take-off on land.

3.72. It is also significant that laboratory analvsis of certain samp-
les of concrete used in the run way and taxi-tracks though
carticd out yather belatedlv—disclosed that the concrete used
was “leancr than specified in the contract”. The Ministry
of Defence have stated that the technical opinion is that such
sample analysis carried out ex-post-facto cannot yield reliable
results. However, the Commiittee find that a team of techni-
cal experts constituted by the Vigilance Commission to go
into this question came to the conclusion that, while “comp-
lete velinnce muy not be placed on the result of chemical
analysis” and “errors of 20 per cent—25 per cent on an aver-
age are not unlikely”, these data could still provide “useful
confirmatory evidence in cases where the strength or other
properties of the mortar or concrete are found, on inspection
and after carrving out other tests, below that generally ex-
pected.” In any case, the fact remains that the Defence autho-
rities have been obliged to carry out further works for im-

roving the condition of the airfield at a cost of Rs. 65 lakhs.
his constitutes as much as 43 per cent of the original cost
of the work. '
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3.73. The Committee also feel that the designs for the work which
were drawn up by the M.ES. were defective. There was for
instance an omission to provide adequate subsoil drainage.
The absence of this and “a proper camber” for the runway
led to uneven settlement of the sub-soil, with all attendent
‘consequences, such -as water-logging, cracks etc.

3.74. In the light of the foregoing position, the Committee feel
that the case needs to be re-investigated to ascertain whether
under normal circumstances, a work of this kind would have
deteriorated to the extent reporied, unless it had not been
satisfactorily cxecuted. The question whether and to whas
extent the designs for the work were defective should be also
examined in the course of this reinvestigation. The Commi
ttee suggest that the reinvestigation be 5one by an indepen-
dent body of professional experts. Based on their findings,
appropriate action should bhe taken.

3.75. Onc other aspect of the case call for comment, Government
apparently took an inordinately long time to finalise the pre-
liminaries in connection with this work, Sometime in 1961,
it was decided that the Services should be kept in a state of
readiness, and a list of 11 or 12 airfields was drawn up, to
be got readv by April, 1963. However, preliminary examina-
tion of the work in connection with this particular airfield
was not completed till December, 1962/ January, 1963 when
the contracts were concluded. As against a period of one or
two vears that Guvernment took to finalise the preliminaries
in connection with the work, the contractors were given a
period of 45 months for actual execution of the work. It
should be examined why this situation arose, particularly
in the execution of work that was considered of an cmergent
nature.

3.76. The Committee note that it mav not be possible to proceed
against the contractor who executed the work on the run.
way, as an arbitrator to whom the case was referred did not
give a decision in favour of Government. The other case
relating to the work on taxi-tracks is still stated to be under
arbitration. ‘'he Committec would like to be apprised of the
outcome of the arbitration proceedings.”

1.30. In their reply dated the 4th November, 1970, the’ Ministrv of
Defence has stated: '

“The contracts entailed handling of approximately 30 lakhs cft
of carthwork, 33 lakhs cft of stone aggregate, 16 lakhs CFT
of sand, 33000 tonnes of cement and thousands of labour in
a difficlut situation due to the remoteness and lack of resour-
ces at site. The airfield after completion continued to be used
by Fighter aircraft from February 1964 to March 1966 and
continues to be used regularly by Medium transport aircraft
and sometime by Heavy transport aircraft also. According to
the report of C.R.R.L, the cracks are not structural cracks and
its existence works out to 1 crack per 14000 cft of pavement.
The rough edges and corner spalling could possibly be due
to ideal finish not being obtained during execution and which
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was difficult to achieve when the work had to be carried out
during night shifts also turning out Rs. 1.25 lakhs worth of

work every day.

The concrete mix was required to give a crushing strength of 4,000
Ibs per sq, inch after 28 davs. The average crushing strength
as determined by C.R.R.I. came to 3,650 psi (by the method
adopted an error of 2577, is possible). This result when cor-
roborated by crushing strength determined by Schmidts Ham-
mer appear to be on %ow side as by the latter process the aver-
age strength has been found to be 4350 psi. As regards the
chemical tests of concrete which showed use of leaner mix,
the Government referred the matter to other agencies namely
the Cential Public Works Department, Railways and the
Central Water and Power Commission. The consensus was
that at the present siage of knowledge, the validity of chemi-
cal analysis of cores of hardened coucrete cannot he relied
upon for determining the quality of cement used in particular
mix.

As regards the design of the runway, there is no evidence to show
that it was defective for the following reasons:-—

{a) The runwav was designed 1o LON 40, The actual value of
LCN determined by C.R.R.L at various spots on the run-
wav varied from 47 to 40,

(by The concrete mix was 1equired to give a crushing strength
of 4000 Ib. per sq. inch atter 28 davs, The crushing average
strength  as determined by C.R.R.I. came to 3650 psi (by
method adopted an error of 259 is possible). This result
when cortoborated by crushing strength  determined by
Schmidits Hammer appear to be on low side as by the latter
process the average strength has been found to be 4350 psi.

The sub-soil drainage was not provided because of technical 1ea-
sons as  brought out in the CRRI investigation report as
under: —.

{a) Ground water table was vens high ang came almost upto
sub grade top in some portions during rainy season.

(b) The sub-grade soil were silty iy of Jow permeability.

(¢) It was not practicable 10 provide an efficient sub soil drainage
under an existing pavement.

The enginecring apprediation js that unevenness of slabs was not
due to non-provision of subsoil drainage but duce to very
high water table leading to differential settlement of soil. This
even now cannot be ruled out for future,

The entire matter was fust investigated by a joint team com prising
a representative from Air HQ and F.in-C's Branch. The re-
medial measures suggested by the team wete discussed among
the representatives of the Air HQ, Ministry of Defence, E-in-
C's Branch, CP.W.D. and C.RR.I. when it was decided to
obtain a second opininn by sending a team from the C.R.R.L
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The remedial measures suggested by the C.R.R.I. have been

rovided in the sanction issued by Government in December,

968. The recommendation made at Serial No. 79 in 119th

Report (4th Lok Sabha) has been noted and further action is
* being taken in this regard,

It is admitted that therc has been some inadequacy in the super-
vision of the work. This was unavoidable on account of sudden
influx of new works under the Emergency Works Procedure.
Due to a lurge number of priority works ordered it was not
possible to readjust the staff from less important stations to
urgert works within such a short time as allowed for com-
pletion of the airfield in question, Certain steps were taken
1o meet the sudden shortage of staff by enrolment of officers,
swomotion of suitable departmental candidates, employment
}rom the Employment Exchanges etc. but this could not be
citective within the period of construction of the airtields in
question since the time was very short.

As regards delay in the finalisation of the preliminaries, it mav be
wmentioned that sanction was accorded by H.Q. EAC in May
1961 to excecute certain works services at  the airfield  under
operational and emergency works procedure. However, takin
the deteriorating situation prevailing at that time, Air H
decided to devcﬁ)p this airfield as a permanent base fit for use
by modern Jet airaalt. A Board was ordered which assembled
on l4th March, 1962 and subsequent davs. As it was decided
1o make this a permanent hase, the technical, administrative
and domestic requirements had to be gone into in detail and
a master plan had to be prepared so that it did not require
revision and consequent infructuous expenditure, ‘The Siting
Board proceedings were finalised and  the  approximate esti-
mates were prepared by the middle of September. 1962, The
requirements of such a large magnitude had to be gone into
in great detail. Considering the situation and  the  strategic
importance  of this  airfield. it was decided that the works
services for resurfacing, extension of runway etc. should be
exccuted  and  completed at a very carlv date ie. by
April. 1968 The proposal was submitted to Government on
INth September, 1962 and  the sanction  was  accorded in
Ocober, 1962, It will, therefore, be seen that the preliminaries
of the work of this magnitude were completed within a vear;
the proposal was examined at Government level and sandtion
issued in H morths’ time. As such. it is felt that the time
;pcm in hnalising the preliminaries was  not  inordinately
ong

The second arbitration case has still not been finalised. On_the
retirement from service of the original arbitrator, another officer
was appointed as arbitrator. The Contractor objected to this
appointment and approached the Givil Court. The Court has
decided that the appointment of original arbitrator was accord-
ing to law ard he may continue as arbitrator in this case. In

g consultation with the Ministry of Law, an appeal has been filed
with the High Court of Assam and Nagaland and the case is
at present pending before the High Court.”
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=" 131, The Committee note that action is being taken by Government

. on their suggestion contajned in paragraph 8.74 of the Hundred and
Nineteenth Report (Fourth Lok Sabha). They would like the re-investi-
gstion to be conducted expeditiously and appropriate action taken on
the findings. ‘ :

1.32. As admittedly there has been inadequacy of supervision of
" work in this case, the Committee hope that Government would in future
take the elementary precaution of strengthening the supervision of emer-
gent works to obviate the greater risk of substandard work being done
" on account of haste.

Land requisitioned for a work—paragraphs 3.91 ang 3.93 (S. Nos. 84 and 86)

1.33. While commenting upon a project for the construction of a
dump which was sanctioned in February, 1964, the Committee made the
fouowintg observation with regard to the requisitioning of land far in
- exgess of requirements and delav in the executiors of the project in para-
graphs 3.91 and 3.93:—

“3.91 The Committee have in their past reports repeatedly
stressed the need for the Defence Authorities to undertake
a periodical review of the position in regard to acquired lands
so that those which are not requried might he speedily dis-
posed of. A reference in this connection is invited to the
Committee’s observations in paragraph 5.66 of their Sixty-
Ninth Report (Fourth Lok Sabha). The Commitier note {rom
the replies furnished to them in this regard (vide Fage 132
of the Nincty-Ninth Report) that the review is still in pro-
gress. The work should be expeditiously completed

3.93 The Committee also note that stores worth Rs. 7 lakhs were
collected for this project. But, as the execution of the pro-
ject was dclayed, Rs. 697 lakhs worth of stores had to be
transferred to other projects and in that process Rs, 1.83
lakhs were spent on freight and other incidental charges.
This expenditure of Rs. 1.83 lakhs could have been avoided,
if the project had been properly planned and executed. Gov-
vernment should go into the question of delay in execution
of the project and find out why a project conceived in Febru-
ary, 1964 could not be exccuted even by January, 1969."

1.34. In their reply dated the 24th November 1970, the Ministry of
Defence had stated: '

“The review of abandoned IAF airfields has been completed.
Some of these abandoned airfileds are required by Army, Navy
and Air Force and they have been instructed to take over the
airfields required by them immediately and ensure that there
15 no encroachment. As regards the remaining abandoned air-
fields, it has been decided that these should not be disposed
of but should be retained for the future requircments of the
Defence Services. It has further been decided that DML & C
should take charge of all these airfields and arrange a survey
to see (2y to what extent these abandoned air-helds have been
encroached upon, and (b] to what cxtent the arcaat these
abandoned airfileds is still left unencroached.
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As regards the other acquired lands held by the Air Force, the
land is acquired on the basis of requirement assessed by a
Board keeping in view the role of particular station. These
land requirements are reviewed as and when there is 2
change in the role of any station, ‘

Stores collected for this project have been fully utilised by other
projects. Even afier adding freight and other incidental
charges incurred in the process of transportation of the stores
for other projects, the cost of steel so provided to the other
rrojects works out slightly cheaper than what would have
been paid, had purchases been made at the time the other
Fm'ccts were  executed. Thus, the expenditure of Rs. 1.83
akhs is not altogether infructuous.”

1.35. The Committee are unable to accept Government's view with
regard to retention of all surplus land against future requirements in-
definitely and would like to stress that lands which are not required in
the foreseeable future against specific projects should be disposed of as
carly as possible. This question shouldp be gone into by a High level
Committee.”

1.36. The Committee would further like Government to investigate
as to why the constructions of the bomb dump conceived in February,
1964 could not be taken up even by Janury, 1969.



CHAPTER I

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN
ACCEPTED BY GOVERNMENT

Recommendation

‘The Committee are far from happy about the progress achieved in
the manufacture of this wecapon. The investment in the praject, which
was sanctioned in 1959, has by stages amounted to cover Rs. 9 crores,
184 weapon werce to be produced in three phases, the first phase covering
60 weapons to be completed by April. 1962, later changed to Octaber,
1964. The raie of production was also (o be scaled up by degrees to
eight units per month starting from November 1967. None of these ex-
pectations have been realised. The 60 weapons to be produced in  the
first phase wcre actually completed in August 1967 iec. after a delay of
% vears. The maximum rate of production achieved so far has been 2.5
units per month less than even what was contemplated in 1964, when
it was fixed as 4 per month. The substantial shortfall in production has
compelled Govermment to resort to import of this weapon at a cost of
over Rs. & crores. It has also led 1o the accwmudation of imported com-
ponents and sub-assemblies valued at Rs. 1.14 crores, which can be used
up only when production is stepped up.

[Srl. No. 1 (Para 1.62) of the Appendix to the 19th Report—
(4th Lok Sabha).}

Action taken

1. The observations have been noted.

2. Steps have now heen taken to progressively increase the produc-
tion of the weapon and it is expected that a capacitv equivaleat to 3
units per month will be reached by 1975.74 An average of 3 guns pm.
has been established since March, 1970.

3. The accumulated imported components and sub-assemblies con.

tinue to be utilised progressively with the increased production ol the
\\'c:lpon.
-4 It may be added that out of the wotal investment sanctioned so
tar. Rs. 4.42 crores have been towards capital invesunent and the bukunce
for revenue expenditure induding deferred revenue. The value of the
equipment produced uplo October 1970 would be over Rs, 6 croves.

[Minisuy of Defence O.M. No. 5'270/D(Projects) dated 3-1-71.]
Recommendation

Apart from shortfall in production, the target set for indigenisation
of production of components has also not been achieved. It was expect-
cd that 80 per cent of the components would be indigenously made by
1064. The present position however is that 43 per cent of the compo-
nents still continue o be imported. ’

[Srl. No. 2 (Para 1.63) of Appendix to the 119th Report—(dth
Lok Sabha).]
20
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Action taken

1. As explained before the Comimnittee, there have been production
bottlenecks arising from ‘Technological difficulties and non-availability
of indigenous components/matevials in time, These were being faced as
hest as possible. -

2. The cmphasis at the moment is to step up the production of the
complete cquipment in the shortest possible time, viz. steadily to the
level of 8 per month by 1973-74, by the use of indigenous components/
materials to the extent immediately possible and by the import of the
critical items to the extent necessary,

[Ministry of Defence File No. 5/2/70, D(Projectsy dated 5-1-1971.]
Recommendation

The Committee are aware that the production of a  complicated
weapon of this nature will present diﬁicu{tics in the situation which ob-
tains in the country eg., lack of adequate industrial base. know-how etc.
But it would appear that the Defence authorities consistently over-simpli-
hedd these difficulties and set financial targets for production at every
stage  oven after having become aware of the difficulties that wose. As
late ws November, 1965-—after the project had worked for over six vears
Governneent sanctioned provision of extra facilities for raising the scale
of production to 8 units per month, though till then the average pro-
duction had not exceeded 1 per month

(Sl No. 3 (Para 164) of Appendix to the 119th Report—idth
Lok Sabhay.]

Action taken

Ihe augmentation of capacity sanctioned in 1965 provided  for
additivnal machinery which would be utilised for stepping up the capa-
dtv from the present level of 3 per month to 3 per month (including
spayes tequitements) in the next three vears.

[Ministry of Defence File Noo 5 2 70 D(Projectsy, dated 5-2-71.]
Recommendation

The Committee note that Government are themselves exercised over
the slow progress of the project and have set up a Depaimental Com-
mittee 1o go into this question. 'The Committee would like the work 1o
be expeditiously finished, and to be apprised ot their findings as also
of the measures to correct existing situation,

{Serial No. 4 (Para 1.63) of Appendix to the 119th Report—(fth
Lok Sabha).]
Action taken
~ The recommendations made by the high-evel Departmental Com-
mittee are briefly as follows: —

fa) Appointment of a scparate AHSP (Authoritv Holding Scaled
Particulars) for weapons and location of this authority  in
Jabalpur,
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Constitution of a scparate Inspectorate/Inspection Wing spe-
cifically for this equipment in each of the threc factories.

(c) Staff and other resources available in the Inspectorates in

(d)

{€)

the three factories should be under the technical control and
guidance of the Inspectorate/Inspection Wing for this equip-
ment in each of the factories and coordinated by the Inspecto-
rate at the factory where the complete equipment is finally
assembled for issue,

The AHSP at Jabalpur should also control the criteria of
inspection at the other factories in regard to components and
assemblies such as gear box, clevating mass etc.

Adoption of an integrated inspection procedure so that
inspection  clearances might be available at each stage of
manufacture of every component, sub-assembly, nain assem-
bly etc, and the scope for disputes in regard to quality of
the manufacture of any item going.into sub-assemblv or main
assembly reduced to the minimum. The integrated inspection
system should also cover the inspection of jigs and lixtures
to ensure production of various items to the required stand-
ard and specification.

(1) Review and rationalisation of acceptance standards on the

«g)

(h)

basis of essential requirements for the correct functioning of
the cquipment and institution of a svstem to enable on the
spot deasion being given ulong the production  line  with
written references between Inspector and producer reduced to
the miinimum,

A part number should be allocated to every article produced
in civil trade and this number should be stamped on each
such article. Repeat orders should then be placed not by open
tender but only on such approved firms whose articles have
been dulv approved by the Inspectors.

Introduction of a swstem of continuous and scientific analvsis
of the defect pattern and feed back of the results of the ana-
Ivsis 1o the producer to help him redetermine methods of
manufacture and also to provide a basis for mutual discus-
sion between the Inspector and the producer.

{}) Comparative study of components and sub-assemblics paoduc-

&)

c¢d by the ordnance factories with the components {rom the
foreign supplier to determine the extent of deviation that
has heen permitied by the foreign supplier  in  their  own
standards of manufacture. On this basis and on the basis of
our own expericnce and analysis of defects and deviations,
confidential instructions should be given to the Hoor level
inspectors on acceptance standards so that delay in arceptance
is minimised and maximum utilisation of the production is
ensurcd.

Time taken for inspection should be reduced und cfforts
should he made to complete all formalities of inspection of
components normally within 24 hours,

!
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() Sentencing in jobs and report on the existence of defects

(m)

(m)

(0)
P

(q)

()

should not be given piccemeal but should as far as possible
be given completely at the very first inspection.

As a rule the tighter gauges should be with the factory so
that there is always a reasonable quality assurance and accep
tance with the Inspector's gauges,

Since this equipment has not been designed in India it has
been obscrved that during the course of inspection the AHSP/
Inspector is somewhat hesitant in giving concession. Arrange-
ment should, therefore, be made for teams from factories and
inspectorates to wvisit the works of the foreign supplier to
make a thorough study of their manufacturing and nspection
procedures and standards so that similar standards arc follow-
ed in India in a svstematic way.

Early sanction of additional stafl required at all the inspecto-
rates for the adoption of the new inspection system.

Top level Government action to ensure reliable rate of suprly
of steel sheets cte, by HSL with uniform acceptable quality
standards,

Building up of a bank of assemblies and sub-assemblies and
other components by import to maintain consistent tempo of
indigenous production.

Considering that in spite of best ctiorts the quality of forg-
ings of other factorics have not achieved the desired stand-
ards, import of at least 30 per cent of our requirements for
production programme of ferrous and  nondferrous forgings
and castings to serve as a bank. This would give the ncces-
sary lead time to the material manufactured in factories to
imporve their manufacturing standards,

(s) Import on a certificate to be given v DGOF that production

bottlenecks have either occurred or likely to occur of parts
such as oil seals, washers, nuts, screws etc,, which are stand-
ard items abroad but for which indigenous manufacture has
not been satisfactorily established or for which quantities re-
quired are not economical for bulk indigenous manutacture,

(ty Special import of additional sets of jigs, tools and fixtures 10

(w)

V)

maintain continnitv of production.

Presently only initial supply of spares are manufactured in
the various factories. Programme for the production of main-
tenance spares has not begun and programme for the pro-
duction of major overall spaves are vet to be plnned. To the
extent required material is not available in the country for
production of spares, it should he imported.

‘There are material shortages by wav of ferrous, nondfetrous
castings, steel shects, standard  parts,  springs,  wolings  ete.
Wherever there is any inadequacy, attempts should be made
to establish indigenous sources in the private sector cven on
pavment of higher cost.



24

2. The Departmental Committee has also made certain rccommenda-
tions relating to the details of the working in each of the three factories
concerned. The Government have accepted all the recommendations of
this commitice and action has already been taken on almost all of them
and the progress of implementation is being closely watched.

[Ministry of Defence File No. 5/2/70/D(Projects) dated 5-1-7i.]

Recommendation

The Committee wlso note that 16 out 139 machines for which
orders were placed between February 1966 and May 196G as part of the
programme to step up production are still to be received, though they
were to have haen received between April 1966 and April 1969. Govern-
ment should take steps to cnsure that these machines are  delivered
without further delav, Tt is cssential that production be siepped up,
apart from other rcasons, for c¢nsuring that imported components worth
Rs. 1.14 crores, now lying unused, are utilised before their shelf-life
expirces.

[Serial No. 6 (Para 1.67) of Appendix to the 119th Report—(4th
Lok Sabha).]

Action taken

The present position regarding the outstanding 16 machines is as
follows: —

No. reccived . 6
Delivervy extended e 1
Under despatch 2
Yet to be contracted ... . 3
Order placed on 26-8-70 . 4

2. Steps have heen taken to ensure early procurement/supply of the
oustanding machines.

3. The accumulated imported components continuc to be consumed
progressively with the stepping up of production of the equipment.

[Ministry of Defence File No. 5/2/70/D(Projects) dated 5-1-71.
Recommendation

The Commitice nbserve that this weapon is no longer in use in the
country of manufacture, which has switched over to the surfacc to-air
missiles. The Committce have in paragraph 1.20 of their Ninety-ninth
Report (Fourth lok Sabha) already stressed the need to develop ‘missile
technology in the country, in the context of developments clsewheic in
the world. In any programme for futurc production of this weapun, it
is neccssary that Government should keep in view its plans for develop:
ment of missiles, so that production is bascd on a proper appreciation
of the role and scope for use of this weapon vis-a-vis others proposed to

be developed.

[Seri?;ti‘l\’ri;o ; (s!;:'z)r‘z:a)leB) of the Appendix to the 119th Report—
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Action taken

‘This type of weapon is in current use in West Germany, Holland,
taly, France, Bedgium, UK as also in the country of manufacture even
thotugh short range surface to Air Missiles are also being introduced into,
wivice. The general consensus is that the Surface Air Guided Weapon’
sistem will not and cannot replace altogether the existing weapon sys-
tem: it will be complementary. The main rcasons for this are: —

() Cost cffectiveness,

(b) Limitations in the SAGW system i.e. dead zoncs, electronic
counter measurcs and inadequacy of the radar at low level.
These limitations can bhe covered to a great extent by the
existing weapon system.

2. However, Government is aware of the need to develop missile
tuchnology, and necessary steps are being taken in order to ensure its
speedy development and production.

3. The production programme for the existing weapon would neces-
suinilv be dovetailed 1o the extent required on the basis of development;
availability of missiles.

[Ministry of Defence File No 5/2/70/D(Projects) dated 3-1-71.]
Recommendation

The Committec are concerned to observe that ammunition worth
Re. 8.58 crores imported for the use of the services has turned out to be
defective. It has been stated that the firm which supplied the ammuni.
tion has agreed to rectify the defects at their cost and that a programme
for this purpose is being worked out. The Committee would like the
artangement to be speedily finalised and intimated to them.

ISerial No 10 (Para 1.110) of the Appendix to the 119th Report
-—(1th Lok Sabha).]

Action taken

~The firm had agreed to rectify the defects in the ammunition at
their cost. A quantity of 5,000 rounds has already been rectified. Rectifi-
cation of a further quantity of 19,904 rounds by the firm is in progress.
The balance will be rectified as soon as the components become available.

[Ministry of Defence File No. 40(4)/70/D(Projects) dated 3-3-71]
Recommendation

.. The Committec observe that indigenous manufacture of this ammu-
nition was undertaken in June 1967 in collaboration with the foreign
supplier. As the ammunition produced indigenously was also found to
he defective, further production has been suspendcc{. The financial re-
Percussions of the suspension of production was estimated at one stage
s Rs, 25.85 lakhs, though it has heen stated that the final position in
tl:is vegard is still to be worked out. Government have informed the
(‘rm_:m'lt‘lec that negotiations are in progress with the collaborator for
rcruf_ymg the defective ammunition, The Committee would like to point
ot in this connection that the collaboration agreement casts an li§n-

or

tion on the collaborator to supply material of the highest quality
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purpose of production. It should therefore be impressed on the collabo-
rator that any rectification will have 10 be at his cost, and that he would
have to reimburse Government for the losses sustained as a result of
stoppage of production, after the losses are finally assessed. The Com-
mittee would like these negotiations to be expeditiously finalised and to
be apprised of their outcome.

Serial No. 13 (Para 1.113) of the Appendix to the 119th Report
[ —{4th Lok Sabha).) ) PP po

Action taken
The observations of the Committee have been noted.

So far 48,555 rounds of ammunition have been manufactured in
the Ordnance Factories and supplied to the services. The firm's repre-
sentative visited India and carried out repeated rectification trials of
the ammunition supplied by them which have ultimately been found
successful. It has accordinglz been decided to manufacture a further
quantity of approximately 21,000 rounds in the Ordnance Factories
according to the modified design. In regard to the indigenous produc-
tion of the modified design, as a result of negotiations conducted with
the firm, they have agreed to supply free of cost the necessary modifica-
tion kits and all technical information along with necessary drawings
and specifications required for the said improvements.

As regards recovery of losses from the firm on account of stoppage
of production it may be stated that since further production of 21,000
rounds has been planned, financial repercussions which were estimated
at one 'stage as Rs. 25.85 lakhs will undergo a change as this will ¢nable
utilisation of components already available. Loss as a result of stoppage
of production can be finally assessed only after the negotiations on
other related aspects which are in progress with the firm are completed.

[Ministry of Defence File No. 40/4/70/D(Projects) dated 3-3-71.]
Recommendation

The Committee would also like the Government to take note of
certain other aspects of the case which emerge out of the information

furnished.

(i) The production of a related ammunition was also taken up
in the Ordnance Factories from April 1964. The production
of this ammunition which according to the representative of

- the Department of Defence Production “did not - prescnt
much difficulty” has consistently been falling short of targets
since 1964-65. The indigenous cost of tail fins, onc of the
components of the related ammunition, has been Rs. 24.68
each as against the imported cost of Rs. 1548 per  unit,
Steps should be taken to bring up the production to the de-
sired targets and reduce the cost of manufacture of the tail
fins.

(ii) It 100k more than two years to complete the civil works for
the project which was sanctioned by Government in May,
1962. The Civil Works costing Rs. 1.95 lakhs were originally
Ylanned to be completed within 9 months i.e. by Febn

963. but were actually completed only in- August 1964. The
Committee would. like Government to take steps to ensurc
that similar delays do not occur in future,
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(iii) The commencement of production would also appear to have
been dclayed because certain items of plant and machinery
were helatedly ordered. It was stated during evidence that the
coltaborator did not disclose the manufacturing designs at the
time of negotiation and that thercfore the need for these
items of cquipment could not be visualised. The Committee
are not very happy that this occurred and would also like
Government to take adequate steps to protect their interests
in negotiations of this kind with collaborators which they
may undertake in future

[Serial No. 15 (Para, 1.115) of Appendix to the 119th Report—
(4th Lok Sabha).]

Action taken
(i) Noted for compliance.

(ii) The works carried out "by the MES were originally scheduled 10
be completed by 30-9-1963, but were actually completed in August 10964,
The reasons for the delayv are:-—

(a) the work initially suffered due to the monsoons in the year
1963,

(b) the contractor’s progress on the work was slow due to ch:mgc!
in the management of the contractor’s firm. Compensationd
amounting 1o Rs. 11,352.00, was recovered from his final bill
paid in January, 1966,

(iii) The rccommendation regarding aking adequate <teps to pro-
tact Government's interest in negotiations with collaborators in future,
is noted for compliance and suitable instructions have been issucd to all
concerned.

[Ministry of Defence ¥, 10°4/70 D(Projects) dated 3-3-71.]
Recommendation

‘The Committee observe that Government incurred an extra  ex-
penditure of Rs. 6.02 lakhs on the manufacture of 23,000 number of a
component of a weapon in a public scctor company, when an ordnance
factory was producing the same item at lower cost. Further orders for
production of 15,000 numbers of the same component had  also  been
placed with the Company. It has been stated that “"matching capacity”
tor production of this item and another component has been set up in
the Company which it is necessary to utilise, The Committce would like
Government to cxamine whether the capadity in the company could be
put to more economic and alternative uses, so that pr(xmctiun of the
component could be maximised in the ordnance factory which is manu-
facturing it a1 a cheaper cost.

[Serial No. 16 (Para No. 1.125) of Appendix to the 119th Report—
(4th Lok Sabha).]

Action taken

The figure “28,000" mentioned in  the above Recommendation
should correctly read as “22,000”, The question of continucd manufac-
ture of the two components at Praga Tools has been considered in the
Li3(D) sL88
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l

light of the recent reduced rcquirements and it was decided at a mees-
ing held under the Chairmanship of Secretary, Department of Defence
Production, Ministry of Dcfence on 13-6-1969 that no further orders for
these components would be placed on Praga Tools who could close
down the Project for the manufacturc of both the Components A and
B after the completion of the existing orders on the Company. The
caparity available in the Company is proposed to be utilised by suitable
diversification of its production lincs.

2. D.A.D.S. has seen. ‘
[Ministry of Defence No. F. 12(3),70/D(PS), dated 13-10-1970.]

Recommendation

This is anuther instance where production of an item undertaken
with foreizsi collabovation fell short of  anticipated levels necessitating
imports to the tune of Rs. 27.40 lakhs. The case illustrates the need for
ensuring that, where foreign collaboration is sought, it is on such terms,
which will give the collaborator a stake in ensuring that the stipulated
prodiuctien schedules are achicved. The Committce have made observa-

tions on this point elsewherc in this Report.

Though the shortfall in production was caused by a varicty of fac-
tors. one major factor was that the collaborator who was to  supply
technical dncumentation by December, 1963 did not complete the supply
till July, 1966. In thc agreement executed with the collaborator there
was no penalty dause to bind him to supply the technical documnets
within the stipulated period. The representative of the Department of
Defence Production admitted during cvidence that the incorporation of
such o aause 1 wererno cf this nature would  be  desirable.  The
Committee trust that this point will be kept in view in any agreements
wade with foicign coilaborators in future.

The Committee note that this item is being produced for an air-
craft which has been in scrvice for quite some time. ‘The Committee
trust that in any future programme for production of this item, CGov-

Cebiment D Lizp in viee their plans in regard to J)hnsing out of this
aircraft so that production does not continuc bevond a pre-determined
date.

[Serizl Nos. 18, 149 & 20 (Para Nos. 1.141, 1.142 & 1.143) of Appen-
dix to the 119th Report—4th Lok Sabha).]

Action taken

The recommendation of the Committee has been noted and would
be kept in mind in future while enteting  into  agreements  involving
foreign collaboration.

The recommendation has been noted for future guidance.

The recommendation has been noted,

[Ministry of Defence O.M. No F. 1/14/70/D(Projects) datcd!
28-11-70.]
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Recommendation

The Committee observe that a wagon containing charges required
for the manufacture of this item was misplaced for two months ~after
which it was traced out and sent to the consignee, This raised the vital
question of security of valuable defence consignments, The Committee
trust that in future it will be strictly ensured that any consignment con-
taining ammunition or any vital defence material is sent with proper
escort.

[Serial No. 21 (Para No. 1.144) of Appendix to the 119th Re-
port—(4th Lok Sabha).}

Action taken
The observation of the PAC has been noted. Instructions (copy en-
closed) in regard to this matter have been issued by the D.G.OF.
2. DADS has seen.
[Ministry of Defence File No. 4/5/70/D(Prod) dated 30-12-70.]

Cory oF DGOF Coxrpr. Memo No. 841/P/A, pATED 26-6-70 ADDRESSED TO
THE AR Hgrs.,, NEw Dewni, Copy 10 THE G.M.,, CF.A., G.M, AF,,
KIRkEE AND G. M., Orp. Fy, KHAMARIA,

SvnjECT: —Para 6 of the Recommendations [conclusions of Public Accounts
Committee on their 119th Reports 1969-70—Shortfall in pro-
duction Cartg. Electric Engine Starter No. (9 & 10).

An extract from the above Report in connection with Cartg. Electric
hu?nc Starter No. 9 & 10 is reproduced below for your information and
carlv comments thereon:

“The Committe note that this item is being produced for an aircraft
which has been in service for quite some time. The Committee trust that
in any future programme for production of this item, Government will

keep in view their plans in regard to phasing out of this aircraft so that
production does not continuc beyond a pre-determined date”.

Sd ‘- A- P. BHATTACHARYYA

ADG /Ammnll
for Director General Ordnance Factories

Copy to:

l. The General Manager. An extract from the above note
Cordite Factory, Aruvankadu. | with regard to despatch of con-

2. The General Manager, | signments containing ammuni-
Ammunition Fy., Kirkee, Hiion/Vital Defence material is

3. The General Manager, - :'rcproduced below for vour

Ord. Fy.,, Khamaria. future guidance:

. "The Committee observed that a wagon containing charges required
‘o1 the manufacture of this item was misplaced for two months after
which it was traced out and sent to the consignee. This raises the vital
question of security of valuable defence consignment. The Committee
tust that in future it will be strictly ensured that any consignment con-

trining ammunition or any vital defence material is sent with proper
ecort”,
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Recommendations

22. In the Committee's view, this case spotlights the weaknesses in
our defence production programme arising out of the gaps in indigenous
know-how. This project was started as far back as 195%? It envisaged the
indigenous production of a new type of ammunition required by the
Army out of which an annual saving in foreign exchange of Rs. 58 lakhs
per annum was expected. to accrue. After thirteen years the project has
still not got ofl the ground and the imports continue, the last batch of
imports valued at Rs. 3.05 crores having been made in 1967.

23. The efforts to produce the ammunition have so far failed, because
foreign sources from which fielp had been expected initially showed
“absolute reluctance” to pass on the designs and the drawings. Attempts
were thereafter made to produce on our own two out of three vital com-

nents of the ammunition i.e. the propellant, the cartridge case and the
use. Propellants worth Rs. 9.29 lakhs were manufactured in an ammuni-
tion factory in 1965 but when they were tried out there were “two serious
accidents”. The cartridge case presented difficulty because special steel
needed for their production was not available to specifications from the
steel producers in the country. The machines imported for the produc-
tion of these cases at u cost of Rs. 8.17 lakhs had frequent brcak-downs
and produced cases which were “not.................. completely cylindrical”.

24, The Committee have already emphasised in paragraph 1.20 of
their Ninety-Ninth Report (Fourth Lok Sabha) the nced to step up Re-
search and Development effort in the field of defence production. This
case illustrates how urgent this need is, The Committee have bheen given
to understand that the Research and Development Organisation has
succeeded in producing a propellant which has given “encouraging results”
in trials. The Committe have no doubt that the propellant will after
further trials that are proposcd to be carried out, be developed expedi-
tiously to facilitate speedy production of the ammunition.

[Serial Nos. 22, 23 and 24, (Para Nos. 1.162. 1.163 and 1.164) of
Appendix 1o the 119th Report—(4th Lok Sabha).]

Action taken

The Recommendations of the PAC regarding the need to step up
Rescarch and Development effort in the field of Defence production are
noted.

As regards the development of the propellant in question after the
results of the trials carried out on the experimental batch of 1.000 kgs.
of propellant manufactured in the Ordnance Factories was found satisfac-
tory, a 10 tonne lot was manufactured for further technical trials. These
trials have since been carried out and the performance of the propeliant
appears to be satisfactory. However, the final technical report is still
awaited.

[Ministry of Defence O.M. No. 4/4/70/D(Prod.), dated 23-11-70.]

Recommendation
25. The Committee would like to mention certain other points arising
out of this case: —

(i) The firm which ‘e?ip ied the equipment for manufacture of car-
tridge cases should be speedily prevailed upon to rectify the defects noticed
in the equipment.
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(ii) Civil Works in Defence Production are at present taking an in-
mdinately long time. In the instant case the works werc administratively
approved in 1962, planned to be completed in 1964, but actually finished
only in 1966. Other instances of this type are mentioned elsewhere in
this report. In order that this may not become a bottleneck, adequate
steps should be taken to ensure expeditious completion of civil works for
futuré projects.

[Serial No. 25(i)(ii) (Para No. 1.165) of Appendix to the 119th
" Report—(4th Lok Sabha).]

Action taken

(i) The question of rectification of the defects in the Machine (Press)
was taken up with the suppliers as a result of which one of their repre-
sentative was deputed to the Factory, but the Machine could not be set
right. DGOF expects have atiempted to improve upon the tooling. A
report on the performance of the Press with the imrpoved tooling is pend-
ing receipt of the Steel shect from import. Meanwhile, a review has been
carried out to ascertain the additional machines that would be required
to arrest reduction in the production of Cartridge Cases.

(it) The Recommendation of the PAC that adequate steps should be
taken to ensure expeditious completion of civil works for future projects
has been noted.

[Ministry of Defence OM. No. 4/'4/70/D(Prod.), dated 23-11-70.]

Recommendation

The Committe regret to find that two tube drawing machines pur-
vhased in August, 1955 at a cost of Rs. 2.83 lakhs were considerably
under-utilized due to paucity of orders from the Ordnance Factories, the
utilisation being 69), last year and 239, in the curremt vear. Further, raw
materials worth Rs. 1.87 lakhs imported between 1953-34 and 1957-58 are
still lying unutilised- Evidently, the procurement of these machines was
not based on any realistic assessment of requirements, Government should
cxamine whether these could. with suitable modifications, be utilised for
other alternative jobs or else whether at least one of the machines should
he disposed of,

[Serial No. 28 (Para 1.179) of Appendix to the 119th Report—
(4th Lok Sabha).]

Action taken

The recommendations of the Committee have been noted. The
possibility of utilising the machines on alternative jobs with suitable modi-
ication as recommended by the PAC has becu examined and not found
feasible. It has been decided to dispose of vne of the two “Kopex” tube
making machines and action initiated accordingly. The other machine,
the prospect of utilisation of which was 2897, at the beginning of this year,
will be retained.

[Miunistry of Defence File No. 4:1/70/D(Prod.) dated 22-11-70.}
Recommendation

. Government as a policy is now canalising more and more imports of
vital raw material through the public sector undertakings like the STC
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and MMTC. It is necessary that for meeting the vital needs of Defence
and other Government priority projects, proper coordination is maintain-
ed betwcen the consuming Government departmnts and the importing
public sector undertakings. Government should prescribe how the require-
ments of defence, public sector undertakings and Government depart-
ments are to be met fro msuch imports and the price at which these should
be made available to them.

[Serial No. 32 (Para 1.213) of Appendix to the 119th Report—
(Fourth Lok Sabha).]

Action taken

Government accepts the recommendation. Instructions have been
issued to STC and MMTC to afford every facility to Defence, Government
Departments aud Public Sector Undertakings for meeling their require-
ments of non-ferrous metals,

As regards the prices at which the raw materials canalised through
the STC/MMTC are supplied to the defence, public sector undertakings
and Government Departments, it has been decided that the release prices
of raw materials will be fixed in accordance with the guidelines provided
by Govinment from time to time as required in the Import Trade Con.
trol Policy and the raw materials will be supplied by the aforesaid Corpo-
rations to the defence, public sector undertakings and Government Depart-
ments at the prices so fixed.

[Ministry of Foreign Trade O.M. No. 22/4/70-ST, dated 20-3-71.]
Recommendation

The Committee trust that for the future the MMTC as a public
corporation. would show a greater sense of accommodation in meeting
defence requirements of critical items. It should also he impressed upon
the ordnance factories that thev should act in a businesslike manner while
provisioning for critical items, so that a case of this kind does not recur,

Serial No. 34 (Para 1.217) of A dix to the 119th Report
[ {Fourth Lok Sabha).] ppen P

" Action taken
MMTC has noted this for future guidance.
{Ministry of Forcign Trade Q.M. No. 22/4/70-ST, dated 20-5.71.]
Recommendation

. The Committee would also like the loopholes like substitution of goods
while under bond in the suppliers godowns or under despatch, drawing of
specially selected samples to conccal substandard quality etc. which
came to light during the investigation of this case shmnd be plugged by
laying down of fool proof procedures. ‘ '

[Serial No. 86 (Para No. 1.237) of Appendix to the 119th report—
4th Lok Sabha).] ) Ppe P

Action taken

The following procedure has been laid down:

(3) Suppliers whose reputation is not known or the nature of the
store is such that can be substituted are asked to deliver the
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stores for inspection in the inspection depot, located in the com-
und of the Inspectorate in which case the accepted stores are
despatched by the Inspector.

(b) Instructions (copies enclow(c)lg have been issued to adhere to rigid
sampling plan in respect of supplies offered for inspection by
firms whose reputation is not known so that the samples drawn
for test before acceptance truly represent the entire lot,

{¢) The sampling is donc at the level of Gazetted Officer.

(d) The liners used for packing cases are sealed and an acceptance
mark of the Inspecting Officer affixed on the liner so that at the
time of despatch, substitution is not possible without damagi
the liner with the acceptance mark affixed which would result
in rejection at consignee end.

[Ministry of Defence O.M. No. 1(24) /70 /D(Prod.), dated 23-11-70.}

ANNEXURE A

Reply to Recommendation Nos. 35—37 of Annexure to their 119th Report
(#th Lok Sabha) 1969-70.

Inspecrion InsTRUCTION No, SL/I8
Issued on: 17th March, 1964

SAMPLING INSPECTION PEANS FOR GENERAL CHEMICAL
STORES

Introduuction

This Inspection Instruction lavs down the sampling procedurc to be
followed for inspection of chemical stores such as paints, oils, varnishes,
lubricating oil, greases, soaps, acids, alkalis etc. and their general chemi-
cals, which require laboratory testing, This Inspection Instruction is also
applicable to drugs and pharmaceuticals.

Definitions
_ 2. The following dcfinitions are rclevant to this Inspection Instruc-
tion:

(a) Delivery—A delivery is a quantity of the store. packed in a
number of containers, submitted for inspection at a time by the
supplier. A delivery mav be homogencous in all visually as
certainable rcs?crts. in which case it will constitute a single lot,
or it may not he homogeneous, :

(b) Lot—A lot is a collection of units of packs submitted by the
suyplier for inspection. which are homogeneous in all ascertain-
able ways i.c. in regard to the process and place of manufacture,

date or batch of production, pack size and in all visually as-

certainable characteristics. A delivery may consist of one or

awore homogencous lots, .
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(¢) Packing Unit—is the unit pack containing a stated quantity of
the store.

(d) Lot Size—is the number of packing units comprising the lot.

() Sample—A sample is an amount of the material drawn from a
lot for testing in the laboratory. The sample may be drawn
from one or more packing units or in some cases complete
packing units may be taken as samples.

Procedure for Drawing Samples

3. Carry out a rapid visual examination of the entire, delivery. If it
. appears homogeneous in every way, i.c. in regard to process and place
-0? manufacture, date oy batch or production, type and size of pack and
_in all other visually ascertainable characteristics, then treat the delivery
as one lot. If it is otherwise, then segregate the deliverv into distinct lots
.each of which is homogencous within itself in every wav,

4. For cach lot size as shown at colmun ‘a’ of the table at Appendix
‘A’ take at random the number of: packing units, as stated in columns ‘b’
‘¢ or ‘d’: The columns ‘b, "¢ and ‘d’ of Appendix ‘A’ are meant res-
pectively for medium. relaxed and rigid level of sampling. The decision
as to which of the three levels is applied for anv delivery lot, will be
made at a level not below that of the G.0)./S.0. of the luspection Depot,
In special cases, a senior NGO mav be detailed to make this decision. I
all cases, the decision wilt be given in writing. While making this decision,
the responsible G.O./8.0. or senior N.G.Q., as the case mav be, will take
into account the following factors:

(a) Nature of the store and methods of production i.c. whether in-
herentlv these are likely to give products of consistent quality
or whethey inconsistencies are likely to occur,

(b) Nature of firm, particularly in relation to the efficiency and
extent of quality control exercised by the finn themselves during
production.

() Past reputation of the iirm, iucluding performance in respect
of previous supplics against the same order or against orders
tompleted in the recent past,

(d) The impression gained during the preliminary  examination
about likelihood, if anv, of variabilits in the delivery.

No1e—In the ordinary course. the medium level sampling will be
cmploved. ‘

5. The stipulated number of packing units will be drawn from each
lot at random so as to be truly representative of the lot. Particular care
will be taken to ensurc that the packing units are taken from different
portions of the lot. The stack must be bioken down to enable packing
units to be drawn from all parts of the delivers !Hot.

6. From cach packing unit so selected, a portion of the store will be
drawn as laboratory sample, in such a way as to be trulv representative
of the quality in that pack. T he following precautions will be particularly
obscrved::

(a) The contents of the packing unit will be mixed thoroughiv, by
shaking, rolling or by other means before drawing the labora.
tory sample. In case of bulk solids, eg. pigments, DDT powder
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etc. a laboratory sample from a selected packing unit should
be drawn by using the quariering method. In case of semi-
solids i.e, grease, mineral, jelly, etc. a sampling sugars should
be used for drawing alllevel samples.

(b) Certain stores have a tendency to sctile out or scparate intor
ingredients during storage etc. e.g.. paints, DDT emulsion etc.
In such cases. particular care should be exercised to homogenize-
the contents of the pack before drawing a laboratory sample.
In cases where shaking is not possible because of the large size
of the container, laboratory samples should be drawn with the
help of an all level sampler,

7. The following further precautions will be observed:

(2) Ensure that all sampling instruments  and  the containers for
laboratory samples are thoroughly clean and dry.

(b) Ensure that there are no chances of contamination of the store
during sampling. In case of hvgroscopic stores or those liable
to decompose or oxidize in contact with air, particular case
should be exercised to complete sampling rapidly and to seal
the container immediately thereafter.

(¢) Ensurc that the coffainer used for packing and sending the
laboratory samples is such that these do not affect the stores
packed and are not themselves affected by the latter In case
of doubt, obtain instructions of the AHSP,

S. Fach container sent to the laboratory must be labelled indicating
the particular packing unit and the lot from which cach particular sample
is drawn, The full linking details will he reproduced in the Forwarding
Note. Each packing unit in the lot from which laboratory samples are
drawn will be specially marked to enable linking with the respective
samples subsequently.,

9. This Inspection Instruction supersedes all existing sampling ratio-
foe the sampling of general chemical stores for laboratony tests,

Sd’- J. ] DAGCHI

Drputy Director

for Director

Defener Research Labmatory (Materialsy, Post Box No. 320, Kanpuy
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Appendix ‘A’ to Inspection Instruction No. LS[18

TABLE SHOWING THE NUMBER OF PACKING UNITS TO BE
SELECTED FOR DRAWING SAMPLES

(Refers 10 para 4)

No. of packing units to be taken

Lot size p \

Medium Relaxed R'%id

Plan Plan lan

{a) (d) {e) @

1to 10 .. .. .. . 3 1 4
11 to 20 3 1 4
21 to 30 3 2 5
31 to 40 4 2 8
41 to 50 4 ] (]
51 to 75 4 2 7
76 to 100 5 2 10
101 to 200 ) 3 12
201 to 300 6 3 14
301 to 400 1] 4 16
401 to 500 7 4 19
50! to 750 .. 7 5 22
751 t0 1000 .. 7 5 24
1001 to 2000, . 9 ] 27
2001 to 3000, , e .. . o “ 10 6 30
3001 to 4000. . e . . ve o 11 7 35
4001 to 5000, . 13 7 40
5001 to 7500. ., 14 8 44
7501 to 10,000 16 8 48

ANNEXURE ‘B’

ww

Reply to recommendation Nos. 35—37 of Annexure to their 119th Reporm
(4th Lok Subha), 1969-70,
Copy of Standing Order regarding Venue of Inspection

According to the terms of the contract stores may either be inspected
by the inspection staff at the premises of the contractor or be delivered by
the contractor to an inspectorate for inspection,

Contracts stipulating inspection at firm's premises are placed on FOR
basis. In such cases packaging of the stores alter inspection and despatch
of accepted stores is the responsibility of the contractor. The authority for
-despatching accepted stores is the contractor’s copy of the inspection note
issued by the inspector. Where the contractor intends to tender stores for
inspection at more than one premiscs, which may be located in the geo-
-graphical jurisdiction of two different Defence Inspectorates or inspection
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areas, the contract must lay down the quantities to be delivered at each
place. If the Schedule to Acceptance of Tender/Supply Order is not clear
on this point, the inspection establishment. will ask the Purchase Officer
10 lay down the quantities which are to be accepted at each place; this
precaution is essential to avoid the total quantity accepted exceeding
the total quantity on order.

When under the terms of the contract, stores are to be delivered by
the contractor for inspection to an inspectorate packaging and despatch
of the accepted stores 1s thereafter carried out by the inspectorate, unless
stipulated to the contrary in the terms of the contract,

Purchase Officers are expected to avoid placing contracts with mixed
terms of delivery, i.c. inspection at firm’s premises and delivery of the
stores thercafter to an inspectorate for packaging and/or onward despatch
and vice versa. Instances of such mixed deliveries should be brought to
ihe notice of the Purchase Officer, under advice to the HQ Defence s
pection Organisation, for amendment,

Approval of Firms for Inspection of Stores at Their Premises

Purchase Officers are expected to refrain from placing contracts for
Defence stores stipulating inspection at firm's premises, with firms who
have not been approved for this purpose by the Defence Inspection Orga-
nisation. Standing lists of firms, approved for this purpose are furnished
by the relevant Directorate at HQ Defence Inspection Organisation to the
DGS&D Organisation;other Purchase Officers, with copies to the Inspec-
torates /Chief Inspectorates concerned. Inspectorates/Chief Inspectorates
will kecr thesc hists under review and intimate proposals for any addi-
tions, deletions, on the basis of their experiences. to the H% Defence Ins-
pection Organisation, for amendments to be notified to all concerned.
These lists will indicate the division of stores (e.g. General Stores/Cloth-
ing, Armament Stores, Vehicles, Electronicsy for which the firms are ap-
proved for inspection at their premises. Purchase Officers are required to
obtain the approval of the HQ Defence Inspection Organisation before
placing an Acceptance of Tender 'Supply Orcrc‘r stipulating inspection at
firm's premises with a fiim which is not approved for this purchase on the
Lasis of the above standing lists. Instances of any contraventions to this
on the part of Purchase Officers will be brought to the notice of the Pui-
chase Officers, under advice to the HQ Defence Organisation by ASHSP
Luspeciors, for necessary amendment of the terms of the contract.

Before recommending the approval of a firm, as suitable for inspection
ol stores at their premises against contracts placed for Defence Supplies,
ASHSP ‘Inspectorates will take into consideration the following points: —

(a) Avajlability of suitable accommodation for carrving out inspec-
tion and for the working of the inspection staff; this accommo-
dation should be independent of and free from any likelihood
of interference from the firm's staff.

(b) Availability of lock-up accommodation for bonding of stores
awaiting test reports and lock-up accommodation for storage of
inspection records samples vic,

() Standing and integritv of the ﬁr‘;nm that there is no reasonahle
risk of malpractices, having regard to the nature of the stores.
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(d) Facilities for local checks on supplies.

(¢) Facilities whereby. the inspection staff can obtain their require-
ments, e.g., food, drinking water etc, without unduly mixing
with contractor'’s men or placing themselves under obligation
to the firm,

(f) Availability of communications with the HQ of the inspectorate,
including telephone communication.

(8) Whether the volume and type of stores to be inspected and
continuity of inspection is such that it would be a worthwhile
advantage to carry out inspection at the firm’s premises, assum-
ing that the facilities at the firm's premises are satisfactory.

Rcco.nmendation

The Committee would also like Government to devise adequate pro-
vedures to eliminate delays in release of foreign exchange required for
meeting defence needs.

[Serial No. 40 (Pa;rzl 1.264) of Appendix to the 119th Report—
(Fourth Lok Sabha)].

Action Taken

The procedure for the release of foreign exchange for Defeixce indents
has since been streamlined. Powers have been delegated to the Ministry
of Defence (including the Department of Defence Production) to rclease
foreign exchange upto Rs. 8 lakhs in each case within the annual foreig.
exchange allocation made to that Ministry without a reference to the
Department of Economic Affairs. Ministry of Defence have further dele-
gated powers to their officers to release foreign exchange upto certain
specified limits with the approval of the Associated Finance. In the case
of contractual payments arising out of contracts concluded with the East
Luropean countries, powers have been delegated to Ministry of Defence
to authorise release of foreign exchange involved without reference to
this Department provided approval of the Department of Economic
Affairs had been obtained for conclusion of the contract. Under the pro-
cedure in vogue revalidation of foreign exchange cases can be decided
by the Ministrv of Defence themselves without a reference to the Depart-
ment of Economic Affairs. The snags in the procedure obtaining prior to
1965-66 have since bcen rectified. The questior, of eliminating delavs in
the release of foreign exchange is kept continuously under review and
as and when occasion demands remedical measures are taken.

{Ministry of Finance O.M. No. F. 8(47)-B/70, dated 28-10.70].
Action Taken |

As regards the Committee’s recommendation that adequate procedure
1o climinate delavs in release of foreign exchange requirement for mect-
ing Defence need: may be devised, such a procedure has already been
framed and is being followed. Under this procedure cases of foreign ex-
change relcase upgo and including Rs. 3 lakhs in each case arc to be
approved by the Joint Secretary concerned and upto and including Rs. 8
lakhs by Secretarv, Deptt. of Defence Production. Above this limit the
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cases are referred to the Economic Affairs; Department of the Ministry
of Finance by the Joint Sccrotary concermed. Further, with a view to
expedite release of foreign exchange of smail amounts, powers have been
also delegated to the DGOF to rclease free foreign exchange other than
the Non-Convertible Rupee, Yen credit payments etc. upto 3 lakhs in
cach individual care. It may, however, be mentioned that the delay in
the release of foreign exchange in the instant case was not due to any
inherent defect in the procedure. .

DADS has seen.
[Ministry of Defence ¥. No. 4/2/70/D(Prod), dated 5-10-70].
Recommendations

The Committee observe that the DGOF placed orders on a firm bet-
ween January and October, 1964 for supply of springs/leaves for Shaktiman
trucks. The firm could not adhere to the delivery schedule due to delay
in receipt of import license from the Iron and Stecl Controller for spring
flats arxl had, therclore, to be granted extension of delivery period upto
Qctober, 1966. In the meanwhile, the DGS&D concluded rate contracts
with four firms including the one on which orders had been placed by
the DGOF for supply of the springs/leaves at cheaper rates. The relevant
lists were, however, not received by the DGOF who came to know about
these only in June, 1966 by which time the firm had co;tngletcd 70 per cent
of the sup})lies. Non-cancellation of the outstanding orders thus resulted
in an avoidable loss of Rs. 1.50 lakhs in this case.

As it has been stated that cancellation of the contracts would have
lad financial repercussions. the Committee do not wish to pursue this
case further. However, the case clearly indicates that there was lack of
coordination between the DGS&D and the DGOF. The DGS&D has since
decided to publish lists of the rate contracts concluded by the Organisation
every month (instead of half vearly) so that all indenting organisations,
which make such purchases, are made aware of the terms of the DGS&D
contracts. The Committee trust that this would eliminate recurrence of
cases of this type in future,

[S. Nos. 41 & 42 (Para Nos, 1.276 & 1.277) Appendix to 119th
Report (4th Lok Sabha)].

Action Taken

Noted.
D.A.D.S. has seen.
[Ministry of Defence File No. 40/3/70/ D(Projects), dated 11-10-70).

"Action Taken

The Department of Defence Production have since furrished their
reply to the above recommendations vide their O.M. No. 26(4)/70/D(PA),
dated 16-10-70 (Copy enclosed),

In addition to the monthly lists referred to in the recommendation,
as desired by the DGOF vide his letter No. 532 éA PAC, dated 27-5-70
necessary instructions have heen issued vide 's U.0. No. CDN-
3/10(2)/1/68, dated 81-7-70 as amended by u.0. note of even No. dated
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2.9.70 (copies enclosed) to the effect that copies of Rate Contracts should

be sent to the DGOF by name under Registered Post.
[Ministry of Supply O.M. No. P. II1-21(82)/70, datd 8-2-71.]

No. 26(4)/70/D(PA)
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
(DEPTT. OF DEFENCE PRODUCTION),

New Delhi, the 16th Oct. 70.

OFFICE MEMORANDUM

SUBJECT: —Action taken on the recommendations dontained in the 119th,
Report of the Public Accounts Committee (4th Lok Sabha)
relating to the Ministry of Defence.

The undersigned is directed to refer to the Lok Sabha Secretariat
O.M. No. 3/1/20/1;/70/PAC, dated 19-1970, on the above subject and to
forward herewith 40 copies of each of the notes indicating action taken on
the Recommendations Nos. 16, 41 & 42 of the P.A.C's 119th Report—
1969-70 (4th Lok Sabha).

Sd/-
SN KAPUR,
Section Officer

To

The Lok Sabha Sectt.,
Parliament House,
NEW DELHI

DIRECTORATFE GENERAL OF SUPPLIES & DISPOSALS
CDN-3 Sectivn, New Delhi
SuBJECT: —Rate Contracts-Supply of copies to DGOF Organisalions,

In connection with Para 15 of the Audit Report (Defence Services)—
1969, a point has been brought out that because copies of the Rate con-
tract placed by the DGS&D were not available with the DGOF Indentors,
they were not in a Eeo:ilion to avail of the cheaper prices at which fresh
rate contracts had n concluded. Existing instructions with regard to
sending of copies of Rate Cor.tracts to DG(%F Organisation as contained
in para 19(ii) of office order No. 12, dated 1.1.70, provide for sending of
copics of Rate Contracts to the above organisation under certificate of
posting.

. Inview of the position stated above, the matter has been examined and
in order to avoid any complaint regarding non-receipt of copies
of R/Cs and consequantial financial repercussions, it has been decided
that 3 copies of all Rate Contracts and amendments thereto should hence-
forth be forwarded to Shri ].K. Banerjee, Sr. DADGOF/C, 6, Explanade
East, Calcutta-], under registered post acknowledgement due immediately
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after conclusion of the Rate Contracts for use in ordnance Factories’ Head-
quarters and that one copy each of all Rate Contracts and amendments
thereto should also be forwarded to the officers of the ordnance and Equip-
ment Factories by name as per énclosed list under registered post acknow.
ledgment due, immediately after their conclusion.

It may also be stated in this connection that the DGOF has decided
to maintain a register in his office showing the dates on which the rate
contracts are received and disturbed to concerned officers/Sections. The
signatures of the officers concerned would also be obtained by him after
the rate contracts have been handed over to them.

Supplv Officers/Sections are requested tn take note of the above
instructions and ensure that requisite number of copies of rate contracts
are sent to Ordnance Officers by name as mentiored above under registered
post acknowledgement due. A set of R/C and amendments should also be
forwarded to the CLO(D).

Sd/-
(M. M. PAL)

Dy. Director (CS-I)
Al Supply Scections at Headquarters,
DS TEX). Bombay.,
DGSID U0, No. CDN-3710(2)/1/68, dated 31-7-1970.
Copy to:—}. CDN-3 Sec. with reference to their note dated 20-7-70
rcorded in their file No, CDN-5 AP 3(28) 69,

and 1o ete. ete e

NAMES OF THE GENERAL MANAGERS OF ORDNANCE AND
EQUIPMENT FACTORIES

West Bengal

Metal & Steel Factory, Ishapore—Shri R.N. Datta, G.M.
Rifle Factory, Ishapore—Shri G. R. Narasimhan. G.M.
Gun & Shell Factory, Cossipore—Shri K. Naravan, G.M.
Ordnance Factory, Dum Dum--Shri 5.M. Razdan.

Uttar Pradesh
Ordnance Factory, Kanpur—Shri P. V. Ramachandran, G.M.
Ordnance Equipment Factory, Kanpur—Shri R.C. Verma, G.M.
Ordnance Factorv, Shahjahanpur—Shri D.N. Nijhawan, G.M,

Ordnance Factory, Muradnagar—Shri D.K. Chakravorty, G.M.
Ordnance Factory, Dehra Dun—Shri K.D. Kohli, G.M.
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Ordnance Parachutc Factory, Kanpur—Shri ]J.S. Rastogi, G.M.
Small Arms Factory, Kanpur—Shri P.K. Hazari, GM.

Madhya Pradesh
Gun Carriage Factory, Jabalpur—Shri AM. Jacob, G.M.
Vehilce Factory, Jabalpur—Shri }.B. Saxena. Officer-in-Charge.
Ordnance Factory, Khamaria—S8hri V. Krishnan.
Ordnance Factory, Katni-—Shri D. Sen, G.M.

Maharashtra
Ordnance Factory, Ambajhari—Shri P. Rajagopalan, G.M.
Ordnance Factory, Bhandara—Shri O.P. Gupta, G.M.
Ordnance Factory Chanda—Shri K.K. Bishnoi, G.M.
Ammunition Factory, Kirkee—Shri O.P. Bahl, G.M,
High Explosives Factory, Kirkee—Shri C.S. Gourishankaran, G.M.

Machine Tool Prototype Factory Ambarnath—Shri 1.K. Nayak,
G.M.

Ordnance Factory, Ambarnath—Shri D.Y. Mogne, G.M.
Ordnance Factory, Varangaon—Shri C.M. Mathur, G.M.
Ordnance Factory, Bhusawal—Shri Shiva Prasad, G.M.

Tamil Nadu
Cordite Factory, Aruvankadu—Dr. V.M.I. Nambissan.
Ordnance Factory, Tiruchirapalli—Shri M.P. Vaidya, G.M.
Clothing Factogy, Avadi—S$hri G.C. Dass, G.M.

Punjab
Ordnance Cable Factory, Chandigarh—Shri R.R. Wanchoo, G.M.

DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS
CDN-3 Sectiom

SUBJECT: —Rale Contracts—-Supply of copies to D.G.O.F, Organisations

The Assistant Manager, Cordite Factory, Aruvankadu (Nil-giris) has
intimated that the name of the Gencral Manager, Cordite Factory, Aru-
vankadu of Tamilnadu may kindly be changed to read as Sardar Gujendra
Singh instead of Dr. V.M.l. Nambissan,

In this connection please refer to thiy Section U.O. No. CDN-3/10(2)/
1/68, dated 31-7-70.

Surply Officers/Sections are requested to amend the name of the
General Manager, Cordite Factory, Aruvankadu as mentioned above and
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to cnsure that § copies of all Rate Contracts arc sent by Registered Post
A.D. by namc to Sardar Gajendra Singh, General Manager, Cordite Factory,
Aruvankadu (Nil-giris).

Sd/-
S. P. MAITRA
Section Officer
Al Supply Sections at Headquarticers,
DS (Tex), Bombay.
DGS&ED U.0. No. CDN-3/10(2)/1,68, dated 2-9-70.
Copy forwarded for information to: —
1. The Assistant Manager (Provision), Cordite Factorv, Aruvan-
kadu (Nil-giris) with reference o his letter No. 4002/2-8/PV,

de. 20-8-70.
2. Section CDN-3 with reference to their file No. CDN-5/AP/3
(28)/69.

3. C.L.Os. (Defence) with reference to Cordite Factory, Aruvankadu,
endt. No. 4002/2-§/PV, dt. 20-8-70,

4. Dircctor  General, Ordnance Factories, 6, Esplanade East,
Calcutta-l with reference to the Cordite Factory, Aruvankadu,
endt. No. 4002/2-8/PV, dt. 20-8.70,

Recommendation
Dieficiencies in stock
(h) Canvas deficiency

The Committee observe that after a deficiency of 29,028 mctres of
cinvas valued Rs. 188 lakhs came to light in an Ordnance Factory in
August, 1966, three enquiries were held 1in the matter in September, 1966,
November, 1966 and April, 1967, The Commitiee regret that the DGOF
his even now not been able to finalise the case after a lapse of three years.
The Committee note that the second Board of Inquiry came to the con-
clusion, after a scrutiny of all relevant documents, that the shortages were
due o issue of material without proper documentation, However, further
investigation were considered necessary by the DGOF  (December,  1968),
with a view to ascertaining the individual(s) responsible for the lapses/
irregularity, if any, and to suggest remedial measures. The Committee
would like to be apprised to the action taken on the findings of the fresh
Board of Inquiry. The Committee would also like to impress upon
Government the need to ensure that enquiries in cases of this nature are
conducted promptly and thoroughlv. As time is of essence in such cases,

it is imperative that the defaulting officials arc brought to book with the
least possible delav,

ISl. No. 44 (Para 1.295) of Appendix to 11%h Report—(4th Lok
Sabha).]

Action taken

.. The proceedings of the fresh Board of Enquiry have been under con-
sideration by the DGOF in consultation with C.D.A. (Fys), D.F.A. (Fys),
1/J{D)8L8S 5
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Local Accounts of the Factory and the Factory Management. This exami-
nation has since been completed and action has been initiated for taking
disciplinary action against the delinquent staff, which is expected to be
finalised soon. PAC will be apprised (}urther, when the above disciplinary
action is finalised.

The PAC's recommendations regarding the imperative necessity to
ensure that enquirics in crscs of this nature are conducted promptly and
thoroughly, have been noted for guidance.

[Minisiry of Defence File No. 4/1/70/D(Prod.), dated 221170}

Recommendation

‘The Comumitwce regiet 10 obscrve that due to cumulative administra-
tive lapses over a period of time deficiencies/surpluses involving several
lakhs of rupees were noticed in February, 1966, in a number of items of
spares stocked in an Air Vorce Repair Depot. The Court of Inquiry ordered
to go into the case found inter alia that ‘supervision’ command and control
over stock holders were inadequate and the storage and accounting of
stores in the unit to be unsatisfactory.

Since deficiencies over Rs. 23 lakhs could not have occurred suddenly
in the roursc of cnz vear it could be concluded that the earlier annual
stock takings which had brought out deficiencies of a few hundreds only
must have been perfunctory. This is also borne out by the tindings of the
Court of Inquiry. In view of this steps would have to be taken for en-
suring proper stock taking in future.

The Committee observe that remedial measures have since been taken
in pursuance of the obscrvations/recommendations of the Court of
JInguire Thoy hane thar nroner watch would be kept on the working of
the Dcpot in futuie so that such lapses do not recur.

[SL Nos. 45, 46 & 47 (Paras 1.299, 1.300, & 1.301) of Appendix
to 119th Report (4th Lok Sabha).}

Action taken

The observations/recommendations of the Committee have been
nnted The remedial measures taken in pursuance of the Court of Inquiry
are expected to ensure proper stock-taking in future,

2. DADS has seen.
[Ministry of Defence u.0. No. 57(11)/70/D(Air-I), dated 25-9-1970.]

Recommendations

The Committee disapprove of the delay that took place in investigat-
ing dus case. A wonplaiut wbaut misappropriation was received in QOctober,
1964 and an audit of the accounts (by the Controller of Defence Accounts)
was undertaken in December, 1964 which was completed in Fcebruary, 1965.
The case was, thercafter, referred to the Special Police Fstablishment in
July, 1965 and it took over two years (i.e. till December, 1967) to complete
the investigation, In the meanwhile, one of the two officials involved in the
misappropriation died and the other was allowed to retire.

Tuc Comntnisice @il saip.ised that for investigating a relatively petty
cate, took the Defence authoritics and the Special Police Fstablishment
over two years. '

|

l
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The Committee note that Government have proceeded against the
retired official for his involvement in this case. They would like the pro-
ceedings 1o be cxpeditiously finalised.

[Sl. Nos. 48, 49 & 51 (Paras Nos. 1.309, 1.310 & 1.312) of Appendix
to 119th Report (4th Lok Sabha)]

Action taken

On receipt of a complaint by Director General of Insipcction in
October 1964, investigation was carried out regarding the state of Accounts
of Chief Inspectorate of General Stores, Kanpur which revealed an un-
satisfactory state of accounts, Consequently, audit authorities were re-
quested on 14-11-64 to carry out a detailed audit of Public and Regimental
accounts for a period of 3 years beginning from September, 1961. Audit,
however, agrcmf 10 carry out a cent per cent audit for a period of one
vear and to extend the scope of audit to 3 years, if required as a result of
the audit for one ycar. The audit revealed a shortage of Rs. 17,500 in the
public fund accounts and Rs, 600.65 in the regimental fund for the period
February, 1961 to November, 1964. Audit Report on cent per cent audit
of accounts for September, 1963 to November, 1964 was received on 15-2-65.
‘I'ne Administrative Officer and the Cashier of the unit who were serving
during the period in question jointly volunteered in December, 1964 to
recoup the financial deficiency on a month’s notice. They were asked to do
so by Bth January, 1965 without prejudice to legal or departmental action
that might ultimately be decided upon. The individuals asked for exten~
sion of time limit and were informed on 7-8-65 to deposit the amount.
However, no such amount was deposited by the individuals who on re-
ceipt of instructions that they should deposit the money without preju-

dice to the legal or departmental action, asked for setting aside this clause
which was not agreed to.

~ In_accordance with CVC directive every case in which a gazetted
officer is involved is required to be submitied to CVC for guidance as to
the manner in which it is to be dealt with, Although the audit report was
still awaited, Commission’s advise was sought in January, 1965. In
January, 1965 CVC enquired whether the defalcation was reported to the
local Yohce. A report 1o the police could not be made since lodging of a
formal report with the local police in the absence of the Audit Report
was considered not in order, Further lodging of the report with the
police would have resulted in impounding of all the documents which
were necessary in carrying out the cent per cent check in progress to de-
termine the actual loss. Further, question of taking departmental action
would also arise only when quantum of loss and responsibility thereof
were determined. CVC however, directed in May 1965 that the matter

might be handed over to SPE for investigation. Accordingly it w
in !}une 1965 and RC 25/65 was registeredg Creingly it was tlone

of aslsr;t]an\:iaziy-l‘\)l.?_rgh IQG%CSPE authorities asked
,assets and liabilities to repared, to arrive at the exact
misappropriation so that the mveg:igation be proceeded wi:}cx. ’}?:u:!::agf
:(P(ou.nt Jpm:;:»ared by Administrative authorities were forwarded to CBI/
N E in July, 1967. Since the SPE would not be able to prosecute the de-
llnqucm: officials in a court of law unless the balance sheet drawn u by
l\e Administrative authorities was verified in Audit, DGI n:quesstedp for
the verification of the balance sheet drawn up by DGI Organisation.

for monthly statement
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Since the verification of the balance sheet could not be arranged for one
reason or other, SPE was advised to proceed with the investigation of case
against the delinquent officials in the absence of verification of the defi-
ciencies worked out by the Administration, The report of the SPE was
received on 27-12-67.

Of the two delinquent officials involved in this case of embcezzlement
the Administrative Officer expired on 31-12-67 and the Cashier retired
from scrvice w.ef 31-5-66. The cashier was retired from service on attain-
ing the age of 55 years after issue of 3 months’ notice under the rules, in
consultation with Ministry of Home Affairs (CBI), as it was considered
that departmental action under Article 351A of CSR could be taken
against him cven after his retirement. This was done in the interest of
State. The proceedings against the ex-cashier were finalised in July, 1970
with the issue of Govt. Order No. F 13/10/Vig/65 dated 14-7-70 awarding
the Penalty of withholding Permanently 50 per cent of his pension and the
entlilee Death-cum-retirement gratuity which would otherwise be admissible
to him.

PAC’s Recommendations as regards the expeditious finalisation of in-
vestigation in cases of this type have been noted for guidance, The delay
in finalising in cases was on account of the circumstances detailed above.
As regards expeditious investigation of cases of this type, orders arc issued
by the Ministry of Home Affairs from time to time for quick disposal of
complaints and disciplinary cases. It may, however, not be always possible
to complete investigation and action in respect of such cases within a

escribed period of six months or so as recommended by the PAC but all
efforts will be made to ensure that such cases are finalised with the maxi-
mum expedition possible.
[Ministry of Defence File No. 1(20)/70-D(Prod) dated 21-11-70.]
Recommendation

The Committee note that orders were placed by the India Supply
Mission between 1965 and 1967 for about 8,660 items of sparcs for the
vehicles, on the basis of indents received from Army Headquarters. How-
ever, the Army Headquarters subsequently sought canccllation or variation
of as many as 3,000 of the items indented for. Though the India Supply
Mission would appear to have been successful in a few cases in canceilin
the orders placeg a complete picture is not available as the Ministry o‘i
Defence have not been able to indicatc how many items of spares were in-
dented for, how many were sought to be delected from the contracts and
‘how many were actually deleted. Data on these points should be collected
and the circumstances which led to such large scale cancellations varia-
tions examined, with a view to ascertaining whether the provisioning was
excessive and failed to take note of the fact that indigenous production
of some of the items had been established. The Committee would also
like to be informed about the position of utilisation of spares in respect
of which efforts to cancel supplies were not successful,

[SL. No. 52 (Para 2.18) of Appendix to 119th Report (4th Lok
Sabha).]

Action taken
Regarding the number of items, the Army have stated that during
the period from 1963 to 1968, indents for a total quantity of 8,349 items
of AMX spares were placed on ISM London for procurement. The
number is again being cross-checked. In case there is a substantial differ-
ence, the position will be reported to the Committee,
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2. Cancellation has so far been sought in respect of 3855 items and
reduction of 640 items. The ISM, London were able to effect cancellation
in respect of 1574 items and reduction of 171 items. The India Supply
Mission, London have stated that they could not cancel/reduce the re-
maining items duc to the following reasons: —

(i) The firm informed them that the stores had already been de-
livercd or packed ready for delivery and it was too late to recall
them;

(iis The firm intimated that they had placed the orders on the
manufacturers and no cancellation/reduction would be possible
without financial repercussions; and

(iiiy The firm in certain cases did not agree to cancellation/reduc-
tion and did not assign any specific reasons for not doing so.

Notwithstanding the above, it should in all fairness be stated that
the firm was able to divert the stores 1o alternative sources wherever
posiible, and amendments to contracts were issued by the India Supply
Mission, London,

3. The cirenmstances which led to such  large scale cancellations/
seductions of the items of AMX snares have been explained by Army HQ
av mentioned in the subsequent paragraphs.

4. Four vears maintenance requirements of spares were obtained along
with the tanks in accordance with suppliers’ recommended scales, There-
atter, in 1962, further four years maintenance requirements  according
to the suppliers” reconunended scales were obtained as the wastage data
was not considered to have stabilised to serve as a suitable basis. The
suppliers’ 1cconnmended scales were later found to be on the high side and
need for reduction consequently arose,

5. The drive for indigenisation of spares was Jaunched in 196566
lollowing the ban imposed by foreign Governments for the supply of ‘A’
vehidles spares to India as a result of the conflict with Pakistan in 1965.
As and when indigenous sources weve established, cancellation demands
were forwarded, to ISM London. In this connection it mav be mentioned
that the establishment of indigenous sources is 4 continuous process. Army
HQ have contirmed that no demand for AMX spares was placed on ISM
London in respect of which reliable indigenous sources of supply had
been establgahed, '

6. Even where provisioning is done on the basis of EME scales (as
wias done in the case of the overhaul spares) and also in case where pro-
visioning is done on the basis of past wastages (as was done in the case of
majority of items at the time of all-time-buy review of 1965), it is not
posiible to ensure that the consumption pattern will follow the antici-
pations or the past trends. Where subsequent experience indicated that
there was scope for reduction, action was taken accordingly.

7 In the case of AMX tanks, the Armoured Re-organisation Plan
t‘!Wlsaﬁcs its continued use upto 1974-75. Army HQrs have so far pro-
vided Tor the reauirements of maintenance/overhaul spares for the AMX
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tanks upto 1974-75. There is, however, no replacement programme yet
drawn up in respect of AMX tanks, It may be mentioned that except for
AMX tanks there are no other tanks in service suitable for reconnais-
ance purposes. In the circumstances, the continued use of AMX tanks
beyond 1974-75 as per the present indications is a distinct likelihood, If
the life of the AMX tanks is extended, Army HQrs consider that the bulk
of the surplus spares, which could not be cancelled/reduced by ISM,
London from the contracts, would be utilised. If any AMX spares remain
in stock when the tanks are discarded, the possibility of their utilisation
on other ‘A’ vehicles will be examined before discarding.

8. Ministry of Supply and DADS have seen.
[Ministry of Defence, F. No. 12(5)/70/D(O.I) dated 30-10-70).]

Recommendation

The Committee are at a loss to comprehend how, when a review
carried out in April, 1968 disclosed that there would be a surplus of 30,440
pairs of rubber boots, after providing for 33 months' requirements, it has
now been stated that there would not be a surplus but a deficit. The fact
that the Army Headquarters attempted to cancel, but unsuccessfully,
pending orders for boots would also indicate that there had been ovcr-
provisioning of this item. The Committee would like the matter to be
investigated further. The Committec also hope that the existing stocks of
boots will be consumed before their shelf-life is over and fresh orders will be
placed for the procurement of rubber boots only after ascertaining the
requirements correctly.

[SL. No. 53 (para 2.24) of Appendix to 119th Report (4th Lok
Sabha) ]

Action taken

. The anomaly pointed out in the first part of the above observations
arises from the fact that it was not clear whether the Command Pool of
boots rubber knee constituted a ‘rescrve’ or an ‘authorization’, i.e., stock
meant to iweet the normal demands. As the position was not clear, the
same was reviewed and orders were issued on 3rd Scptember, 1970 (copy
enclosed) clarifying that command pool represents the entire authorisation
and also indicating the procedure that should be followed in the provi-
sioning of Boots Rubber Knee. -

2. The stocks of Boots Rubber Knee of sizes 6 to 10 as on 15-8-70
held by the Ordnance Depots including Command Pools stocks is 27193
jmrs. The present stocks were reccived by the Ordnance after Ist

anuary 1967. The Defence Technical authorities have given their assess-
ment of the residual shelf-lifc of the stocks in hand as 3 to 4 vears as on 3ist

Fnuary 1969. The present stocks of Boots Rubber Knee are, therefore.
ikely to be consumed within this shelf-life,

DADS has seen,
[Ministry of Defence F. No. 12(3)/70/D(0.1) dated 28-9-70).)
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ARMY HEADQUARTERS

GENERAL STAFF BRANCH

DHQ PO New Delhi-11 3rd Sept. 1970
TELEPHONF. 371383 -

No. 39799/GS/WE 8

To
Headquarters
Southern Command
Eastern Command
Western Command
Central Command

Boors RuBBER KNEE (ICD-6684-93—NEw Cat No. 3430/000033-42)

Reference Al 14/5/65 (Serial 14 of Appendix ‘D’) and further to this
HQ letter No. 39799/WE 8 dated 20th April 1970,

2. Boots Rubber Knee have been declared as a ‘census’ item. This is
necessary to regulate its provisioning, as the item is authorised on
‘Command: Pool’ basis and the normal provisioning system (MMF basis)
has not been found to be apt in this case. In future, therefore, its provi-
sioning will be regulated on the basis of on all INDIA holdings which
will be collected/compiled bv the Army  Statistical Organisation ‘AG
Org ASO) every vear in the normal manner.

3. As the item has a short ‘shelf-life’ and is liable to carly deteriora-
tion in storage, it should be insured that: —

(a) holdings in command pools are fully utilised, with the ex-
ception perhaps of a small reserve, which HQ Commands may
retain/segregate for unforescen contingencies, This should,
however be kept down to essential minimum.

{by the total holdings in Command pools (including those with
fons 'units and Ord Depots/Category ‘A’ Establishments) do
not exceed the approved authorisation,

4. In this connection it is again clarified that the ‘Command Pool’
represents the entire authorisation and therefore connotes the total hold-
ings of Boots Rubber Knee in the arca under command i.e, all serviceable
stocks with fmns/units as well with Ord Depots. It will not, therefore,
be correct to treat it as a reserve, in addition to Boots actually in use with
troops.

5, Please acknowledge.
Sd. BS GAREWAL,

Lt Col
GSO 1, WER 9% 10
for Deputy Chief of the Army Staff.
Copv 10 —

AG/Org/ASO ()

Ord Dte (OS-1)

Ord Dte (OS-PII) (10)— All concerned may please be informed ac-
cordingly. Any further instructions consi-
dered necessarv may please be issued by

you through departmental channel.

Ord Dte (0S8-19) ‘

Ministry of Defence (D!GS-IV)--For information,

Ministry of Defence (D O)—For information.
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Recommendations

The Committee note that out of 496 Komatsu Tractors held by the
Arnmy, 140 are awaiting repairs. 41 of these tractors have heen off-road
for more than four vears. The Committee were told during evidence that
maintenance spares for these tractors were not ordered from Japan in
the beginning. Indents were placed from 1961 but supplies started only
in 1965, when just 44 per cent of the total item indented for were receiv-
ed. Even by 1966 supplics had matcrialised to the extent of 55 per ceut
only. The Committee cannot visualise how any machinery, especially,
one required for use in forward area and for rugged work could be order-
ed without the necessary percentage of maintenance spares. The matter
may be enquired into and Committee informed. The Committee would -
also like instructions to be issued for avoidance of such repetition,

The Committee can only draw one conclusion that there was neither
adequate planning nor enough coordination  between the Ministry of
Defence and Director General Ordnance Factories in the maiter of pro-
curement of the spare parts from Japan. Right i the beginning when
manufacture of Komatsu tractors was commenced in collaboration with
Japanese firm, some spare parts for each tvpe of tractor should have been
procured to mect cmergent demands. This was necessary, particularly in
respect of those critical items which were not planned for manufacture
in India.

The subject matter of this recommendation is the same as contained
in Public Accounts Committee’s recommendation at S, No. 25 Appendix
II to Fourth Report 196263 arising out of para 20 of Audit Report 1962
for which a reply has already been furnished on 11 November 1964 and
reproduced at page 474 of PAC's 40th Report (Jrd Lok Sabha). As stated
earlier simultaneous orders for spares could not be placed i the absciice
of manufacturer’s recommended list of spares, spare parts catalogue duly
priced and EME scales. It is however. agreed that it is desirable to obtain
the maintenance sparc parts along with the main equipment, and  parti-
cularly so the items which are not planned for indigenous manufacture.
A decision has already been taken in December 1967 that in future, in-
dents for specific spares would be  placed along  with the  indents for
Komatsu Tractors making it clear that deliveries of the tractors without
prior or simultaneous delivery of spares indented would not be accepted,
Orders have also been issued on 28870 regarding the provisioning  of
spares of major equipment along with the initial orders for the main
equipment.

“The Conmmittee observe that the models of the tractors had been
ra&idly changing in Japan and that had been giving rise to
difficulties in the procurement of spares. To get over this diffi-

culty, efforts should hive been made to achieve rapid indige-
nisation by import substitution to the maximum extent pos-
sible. But it would appcar that enough cfforts  have not
beecn made in this direction as even 85 per cent indigeni-
sation is still a target o he achieved™.

[ Sl Nos. 54, 55 & b6 (Para Nos. 248, 249 & 2.50) of Appendix
to 119th Report (4th Lok Sabha)l.

Action Taken

In so far as DGOF is concerned, the import substitution could not
go on at the desired pace hecause originally the production of tractors
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in India was undertaken by utilising the surplus capacity then existing
in Ordnance Factories a part of which was later diverted to the produc-
tion of armament items consequent upon declaration of  Emergency.
Another factor that contributed to the lower indigenous conient was the
jailure of the firms to supply certain items like forgings. Besides this,
the main stress was laid on the assembly of Tractors to meet the large
vutstanding demands for tractors from the Army and civil indertors, so
much so that a number of tractors had to be imported in ready ferroad
condition,

In so far as BEML is concerned, it may be stated that the Company
was set up in 1964 and started furactioning only with cflect from 1-1-1965.
In December 1965 it was decided to entrust the Company with the manu-
facture of Crawler Tractors under a collaboration agreement conciuded
in 1938 with M/s Komatsu Manufacturing Company, Japun. Urtil then,
the Crawler Tractor Manufacture was being carried out in the Ordnance
Factories. It would, therefore, be seen that BEML came inwo the picture
only from 1966, when DGOF cross-mandated some of their irdents o
BEML after the entrustment of the Crawler Tracter manufacture to the
Company. Although, BEML factory for the manufacture of Crawler
Tractor and Heavy Earthmoving Equipment at Kolar Gold Fields is still
under construction, nevertheless the Companvy has made sigrificant pro-
gress i the manufacture of Crawler Traciors by way of assembly of im-
ported CKD packs and with increasing indigenous content. ‘The produc-
tion in the factory o a significant scale commenced only trom  1967-68
onwards with increasing indigenous  content as will be seen from the
tuble belew:—

Produetion v number with pereentage of
indigenous contont

16768 196R-GY  1969-T0  1970.7)

1 D120 Crawler .o .. . Lt 30 i6 (L1
tractors ., e .. .e (269,) (J6Y)  (26-89,) (379,)
iy 1 80 Crawler .. Ve .. 3 163 14 150
tractors .. ‘e .. .. (329, (34°,) (5300, (8001
(uty D50 Crawler .. . .. .. .. 1) 150
Traelors .. .. .. .. .. 133, {(th® )

The padentage of indigenous content in respect of DI20 Tractors, DRO
SODS0 Tractors is expected o be 85 per cent by 1971-72, In the case of
these thiee Crawler Tracior models currenthy included in the  BEML's
production line, the engine assembly of two models namely DRO-A-12 and
D30-A-15 has already been indigenised and the engine assembly of D120
AR s also expected to be indigenised in the course of about  a wvear.
This will ensure indigenous supply of most of the engine assembly parts
tor these models. Besides, the chassis and other component/parts of these
thiee maodels are also being progressively indigenised. Some of the major
such items already indigentsed are main, Frame: under carriage parts. in-
cuding T'rack Frame: Track Chain and Truck Rollers: Suspension items
including equalised Bar and Draw Bar Assembly: and attachments such
as ‘G Frames and Dozer Blades. BEML has also been able to establish in-
digenisation sources for the manufacture of Hydraulics. Main Cluteh,
Steering Clutch; Castings; Forgings; Elcctries and Hoses, Qil Seai Filter
and Bearings etc,
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BEML's own irdigenous programme at Kolar Gold Field upto 1971-
%2 includes items such as Fuel Tank, Hydraulic Tank, Bowl and ‘C’ Frame
Guard Fenders, Track Shoe Link; Transmission Case, Main Clutch Case
and Gears etc. Besides, with the help of the machinery already received
-and installed by BEML, the Company has established capacity in the fol-
lowing manufacturing/Auxiliary Shops: —
(i) Fabrication and Assembly Shops for Crawler Tractors.
(ii) Manufacturing facilities in the Machine Shop and in Plate
Shops.
(iii) Facilities in the Auxiliary Shops/Department e.g. Tool Room
Inspection, Laboratory and Maintenance.

In order to increase the pace of indigenisation a R&D Cell has also
been set up within the Company to undertake design and development
of new equipment as well as important model of equipment under pro-
-duction with indigenous assemblies, import substitution parts, assemblies
and accessories in the products under production for which full techno-
logy, know-how is not available or where available requires considerable
-engineering cfforts.

In the light of the above efforts of the Company towards indigenisa-
tion of the products it mav be appreciated that the Companv has made
«considerable pirogress in the direction of indigenisation of their products.

[Ministry of Defence O.M. No. F. 11(3)/70/D (Budget) dated
5th October 1970.]

Recommendation

The Committee were told that the tractors did not suffer from any
manufacturing defect and that the main reasons for the tractors heing
off-road was that spares were not available. The Committee would like
this point to be further investigated as it has been reported to the Com.
mittee that Komatsu tractors supplied to the Dandakaranaya Project have
some inherent manufacturing defects. A reference in this connection is
invited to paragraph 1.71 of their 118th Report (Fourth Lok Sabha).
Moreover, the Committee find that a large number of spares received
between 1963 and 1969 have accumulated with the DGOF. The accu-
mulation has reached such proportions, that it became necessary to con-
stitute a Group to segregate and sort out the spares. It is amazing that
while tractors remained grounded with the Army for lack of spares in
some cases upto five vears, the D.G.O.F.’s organisation should have been
accumulating these spares without bothering to segregate them and to
ascertain to that extent they would meet the Army's requirements. The
Commitiee hope that the scgregation will be expeditiously completed
and the spares speedily sent to the EME Workshops in nced of them.

SI. No. 37 (Para No. 2.51) of Appendix to 119th Report (4th
[ Lok Sabha.] ) ppe port {

Action taken

The question whether the Komatsu tractors with the Armv hecame
off-road because of any marufacturing defects has been examined and it
is considered that there is no adequate material to support this inference.
No such general manufacturing defects leading to the premature over-
haul or prematurc failure of the tractors have come to notice.
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It is agreed that despite the efforts made by the DGOF to issue out
the spares to various indentors immediately on their receipt from Japan,
there had been accumulation of boxes of spares for reasons already re-
ported to the Public Accounts Committee namely:

(a) While placing the supply orders on M/s KOMATSU, the
DGOF had consolidated the requirements of ‘arious inden-
tors and for sustaining his own production programme which
on receipt had to be sorted out and segregated.

(b) Shipments from M {s Komatsu contained certain excess
supplies against supply orders of the DGOF and wrong sup-
plies against Komatsu Invoices.

(c) Cancellation of demands on the DGOF by various indentors
due to the delay in receipt of stores.

() Shortage of floor space coupled with the non-availability of
adequate technical stafl in relation to the workload the fac-
tory had to handle.

Nevertheless, the identifiable spures were sorted out from the accu-
mulated stocks as much as possible and issued to the Army. It is being
ensured that the segregation of the balance accumulated stocks is ex-
peditiously completed.

[Ministry of Defence O.M. No. F.11(3)/70/D (Budget) dated the
5th October, 1970.]

Recommendation

“The Committec note that in respect of the indents placed om
BEML during the vears 1966 to 1968 only 78 per cent of the
spares were supplied till the end of 1969, Against indents
placed on BEML in 1969, only 4 per cent of the items had
been supplied upto December, 1969. The Committee would
like measures to be taken to improve the supply  position of
spare parts.”.

IS}, No. 58 (Para No. 2.52) of Appendix 1o 119th Report (4th
Lok Sabha).]

Action taken

BEML has made a detailed review regarding the supply of spare parts
against the indents cross-mandated by DGOF to BEML irv 1966 and the
indents placed by E-in-C’ directly of BEML from 1966 to 1968. It is found
that on an average as on 1-6-1970 BEML have supplied 88.25 per cent
spares (including spares of attachments) ard in many cases supplies have
been affected to the extent of 100 per cent. The delay in the supply of
remaining items has been due to non-supply of these items by M s
Komatsu despite the efforts made at ambassadorial level in 1967. Besides
some of the items which were shipped by Komatsu, Japan were feund
cither inapplicable or damaged, resulting in their rejection or were short
supplied against which claim has heen raised on.M/s Komatsu for such
items arud this claim has been accepted by them. A portion of
the items yet to be supplied also pertain to the older models which come
under the category of m{l-time-buy of spares for which M/s Komatsu have
Iwen insisting that BEML should place only one order on them to cover
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the entire requirement of the country, Therc has been some delay in pro-
cessing of order of All-Time-Buy of spares sincc the customers were not
firm in their demands and the [ist had to be cross-mandated to DGOV
and DGBR who had surplus spares.

Although a large quantity of spares had been supplied by BEML
to the Army authorities, the tractors could not be repaired for want of
balance items of spares. In order that the tractors should be repaired and
put on the road quickly special measures are being taken to supply the
vital spares for the repair of the tractors. These include air-lifting of
non-heavy parts and to obtain other parts by fast boats. BEML is also
taking steps to locate needed spares from the Border Roads /DGOY and
other Organisations who mav be having surplus stocks of such spares.
Efforts are also being made by Department of Defence Preduction to
take up the matter of speedy supply of spares by M s Komawsu through
the Indiare Ambassador at Tokyo,

In view of the efforts already made by BEML for the supply of spu-
res to the Army authorities and with the special measures that are being
taken by the Company, as mentioned above, the supply position of spares
parts is expected to improve further.

D.A.D.S. has seen.

[Ministrv of Defence O.M. No. F. 11{3) 70 D (Budget) dated
the 5th October 1970.]

Recommendation

The Committee note that a large number of Tracked Carriers and
Armoured Cars remained in the vehide depots for more than 16 vears
although there was no scope for their cffective use.  Against the toal
steck of 3524 Tracked Carriers and 290 Armoured Cars with the Arnn
over a period of seven vears. those in actual use by the units were ven
small. The expcrience of their actual use during the emergencies that
arose in 1962 arxdd 1965 was also not verv happy. Some modifications were
carried out in 1962 to keep the vehides going and trials were completed
in 1964, But then it was found uneconomical to carry out these modilica-
tions on all those vehides. In view ol that position there was no point in
having retained those vehicles and action should have been initiated in
1964, if not carlier, for their disposal. It was admitted during evidence
that it was onlv after the matter was raised by Audit that the questicn
of their disposal was taken in hand.

[SL. No. 59, (Para 2.63) of Appendix to 119th Report (4th Lok
Sabha).]
Action taken

The ohservations of the Committee have been noted. The  proce-
dure regarding obscletion /disposal of urwanted cquipment,stores  has
also been streamlined to ensure avoidance of  delavs in such cases in

future. (copy enclosed).
D.A.D.S. has seen.

[Ministry of Defence O.M. No. F. 11(8)/70/D (Budget) dated
the 27th August, 1970,



MINISTRY OF DEFENCE
D(GS—1V)

suject: —Change in Status and consequent Disposal of unwanted equip-
menl [Stores

In order to ensurc that an unwanted equipment/store is not held in
a Depot for an unnecessarily long period it has been decided that, in
future, sanction for disposal of an obsoleted item will be obtained simul-
tuncously with the orders for its obsoletion, ard that initiation of dis
posal action for an obscleted item should not wait.the issue of formal
DG approwal for obsoletion. The Format prescribed for the prepara-
tion of Statement of Case for change of status of an equipment/store will
be revised by DWE as necessary to enable simultaneous orders being
obtained for obsoletion and disposal. While the present procedure will
be followed for ascertaining the requirements of possible users within
the Defence Services by the Branch concerned, a modified procedure will
he followed for ascertaining the requirements of para military formations
under Ministry of Home Affairs and State Governments. In these cases,
DWE will specify the items for which a referenoe should be made to
Ministry of Home Affairs through the Ministry of Defence and MGO
Branch /E-in-C’'s Branch will then take action accordingly. In all other
cases, the requirement of civil users will be ascertained by the DGS&D
after DGSXD's Form for disposal is Hoated by the Armv authorities.

2. In a number of cases, where the status is changed to “obsolescent ™,
it is likely that there may not be a need to keep the entire repairable
holdings till the item is obsoleted. Having regard to the repair pro-
gramme, availability of spares, feasibilitv of cannibalisation ctc. it should
be possible to take a view, at the time of changing the status from cur-
rent (o obsolescent, whether it is necessary to retain the entire repairable
holdings or a portion thereof can be disposed of straightaway, This
aspect should be dealt with, without fail, in the statement of case for
change of status from current to obsolescent,

3. The following revised procedure should be adopted, to expedite
disposals of an unwanted store, after it has been declared obsolete and
approved for disposal:

(iy As soon as the minutes of General Staf  Equipment Policy
Committee recommending obsoletion of an item are received,
action should be initiated by all concerned to implement the
recommendation, in anticipation of the formal approval by
Government of the recommendation,

(ii) A« soon as the recommendations of the General Staff Equip-
ment Policy Committee are approved by Ministry of Defence or
as soon as a final decision is taken on the file to declare an
equipment /store as obsolescent/obsolete in respect of cases
W ic?x are not considered by the General Staff Equipment
Policy Committee (this will apply to proposals where the value
is below Rs, 5 lakhs, urgent cases which cannot wait considera-
tion by the General Staff Equipment Policy Committee and
also cases which have a sizeable financial effect), a self con-
tained note should be sent (instead of circulating the file itself)
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by DWE to all concerned—MGO Branch/E-in-C's Branch, DGI
and the Ministry of Finance (Defence) communicating the deci-
sion. Full details of the equipment/store, the quantity decided
upon for disposal and the date of the u.o. note under which
concurrence of the Ministry of Finance (Defence) is given
should be indicated. This note will form the authority for
implementation of the decision by all concerned and it should
not be necessary to call for the file leading to this decision at
the implementation stage by any other authority.

In respect of items declared obsolete, DWE will also imme-
diately issue a staff letter to lower formations for withdrawal
of the obsoleted equipment/store from units etc. and return
to depots for disposal.

4. MGO Branch/E-in-C's Branch should take the following action
without waiting for the formal DGI approval:—

(A) Obsolescent Item

0

(i)

o

Within a fortnight of receipt of minutes of GS Equipment
Policy Commiittee (or Note from DWE referred to in para 3(ii)
in case where the proposals are considered on files), issue to
self-contained letter to all possible users in the Defence Services
and a note, through the Ministry of Defence, to the Ministry
of Home Affairs in regard to possible requirements of para-
military formations under them and the State Govts. to indi-
cate their requirements if any, within 30 days. making it clear
that. if no reply is received within the sreciﬁcd period it will
be assumed that their requirement is nil. The requirement if
any indicated will be taken into account before sending the
DGSD form. (This step is only a further safeguard to cnsure
that the requirements of possible users are not ignored though
they would have been consulted earlier while putting up the
proposal for change of status. This will also take into account
their revised views if any).
Within a fortnight from the date of receipt of note from DWE
referred to in para 3(ii) above, issue u stafl letter giving com-
plete disposal instructions to the depot for the quantity ap-
roved for disposal under the prescribed procedurc and also
indicating the requirements of possible users if any, vide (i)
above; DGS&D forms should be floated by the depots aither
directly or through Army HQ as the case may be, within one
month from the date of reccipt of this letter. Dcpots should
also be instructed to prepare surplus lists for components pecu-
liar to the equipment declared otsolescent, to the extent neces-
sitated by the disposal of the main equipment, as soon as draft
Assignment List is reccived from the AHSP and process it
‘fiu:;lxer expeditiously in accordance with the prescribed proce-
ute. .

(iii) No further reference will be made to Ministry of Finance

(Defence) while floating the DGS&D form and the u.0. No.
quoted in the DWE's note, vide para 3(i) above, will be quoted
in the DGS&D form. A copy of the DGS&D form will be sent
to l\élinistry of Finance (Defence) for completion of their
records.
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Orders given for disposal will be valid, even if there is a slight
variation between the quantity to be actually disposed of and
the quantity approved for disposal at the time of obsolescence.
If, however, the quantity to be disposed of is substantially more
than the quantity approved for disposal, the case should be
referred to the Ministry of Defence and Ministry of Finance
(Defence) explaining the reasons for the variation in quantity,

(B) Obsoleted Iems

@

~—

(i

Within a fortnight from the date of receipt of minutes of GS
Equipment Policy Committee (or note from DWE in cases
where proposals are considered on files), issue a self-contained
letter to all possible users in the Defence Services and note to
Ministry of Home Affairs as-in (A) (i) above.

Within a fortnight from date of receipt of note from DWE,
issue a staff letter giving complete instructions to the Depots
for immediate disposal of quantities lving in stock with them
under the prescribed procedure and also prepare urgently sur-
plus lists for components peculiar to the equipment obsoleted
and process further for expeditious disposal in accordance with
the prescribed procedure. (As the Assignment List would have
already been prepared at the time of obsolescence, immediate
action is possthle. Where, however. status of an equipment is
changed straightaway from current to obsolete, action mav be
taken immediately, the draft Assignment List is received from
AHSP). The depots should also be instructed to take action to
dispose of the quantities to be returned to units for which a
staff letter has been issued separately by DWE as a second
phasc of disposal,

(iit) & (iv) As in para 4(AXiii) & (iv) above.

5. The following action will be taken by DGI in regard to issue of
documents concerning him consequent on the change in status of an

item:; —

(@)

(b)

Within a fortnight from the date of receipt of minutes of GS
{ﬂuipmcnt Policy Committee or the note from the DWE. the

»1 will instruct the AHSP to submit necessarv draft DGI
approval for change of status of the main equipment/store as
well as drafe Assignment Lists in respect of components pecu-
liar to the equipment/store, the status of which is being ‘has
been changed, apart from drafts of other necessarv DGI docu-
;pents. i.e. L of CC paras, amendments to catalogues and price
ists.

Draft DGI approval for change of status of the main equip-
ment/store wnlrbc submitted bv AHSP with a copy to the depot
concerned and to the DGI. within a period of one month from
the date of receipt of DGI's communication. Similarly, the draft
Assignment List of components peculiar to the main equip-
ment /store, status of which is being has been changed will be
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submitted tv the DGl with a copy to the depot concerned,
within a period of 4 months. Assignment Lists prepared at the
time of obsolescence will be kept amended from time to time
so that there is no necessity for a fresh Assignment List at the
time of obsoletion of the main equipment/store.

{c) Within a fortnight from the date of receipt of draft DGI ap-

proval, it will be referred to the Ministry of Finance
(Defence) for concurrence on the basis of DWE's note referred
to in para 3(ii) above.

(d) Concurrence of Ministry of Finance (Defence) will be given

within a fortnight. (It will not be necessary to call for any other
details regarding stock verification, financial implications etc.
as that drill has already been gone into before deciding on the
change of status and disposal).

(¢) DGI approval will be issued within a fortnight from the date

of receipt of financial concurrence.

6. Anv subsidiary instructions considered necessary will be issued by
Army HQ and DGI.

IS(Q)
J5(PS)

S. KRISHNASWAM]I,
Joint Secretary (P&C)
31-12-1969

Addl FA.I

MGO
E-in-C

DOS—10 Copics.

DWE—10 Copics.

DGI-—10 Copies.

DESP—5 Copies.

DS{0)y—2 Copics.

DS(J1IO»—2 Copies.

I)FA(C(?)—IG Copies—His u.0. No. 2150/DFA(O)/69 dt. 30-12-69

refers.

DS(Disposal)}—2 Copies.
Min. of Def. u.o. No. F.16(34)/69/D(GS-1V), dated 31-12-69.

Recommendation

The Committce suggest that periodical reviews of all vehicles/

equi

ent should be carried out and those which are heyond economical

repair should be declared surplus and disposed of, Continuance of un-
gerviceable vehicles in stock is also apt to give rise to a false sense of

security.

[S. No. 6(;](Para 2.66) of Appendix to 119th Report (4th Lok

Sabha
s
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Action taken '

“ Instructions have been issued for conducting periodical reviews of
vchicles/equipment so that surpluses are disposed of without undue delay.

Two such reviews have already been conducted.
D.A.DS. has seen.
[Ministry of Defence O.M. No. 11(3)/70/D(Budget) dated 27-8-70.]

Recommendation

The Commmittee note that the production of tanks is being stepped
up and that as against the present indigenous content of 55 per cent, its
indigenous content is expected to increasc to 80 or 85 per cent by 1974. The
Committee hope that these targets would be achieved and the country
would be self-sufficient in tanks and also other types of armoured vehicles
for which the schedule of production is expected to be finalised during
the current year.

[S. No. 61 (Para 2.67) of Appendix to 119th Report (4th Lok
Sabha).]

-

Action taken

Production of Vijayanta Tanks is being stepped up steadilv. The
present indigenous content is 55 to 60 per cent and this is alse being in-
acased steadily,

As regards the [production of light armoured vehicles the development
and manufacture of prototypes are in progress. Plans for establishment of
production facilities within/outside the Defence sector are heing finalised,
‘The process of attaining self-sufficiency in the production of armoured
vehicles is a continuous process dependent on the changing requirements
of the Army, which are reviewed from time to time.

D.A.DS. has seen.
[Ministry of Defence O.M. No. F.11(3)/70/D{Budget) dated 27.8-70.]

Recommendations

. The Commiittec consider it regrettable that the Defence Department
did not consult the civil adminisTration before chartering a vessel for load:
g operations at the island. The Civil administration took over the
Mevedoring work at  the istand at about the time the loading operation
tommenced, but the Defence Department was not even aware of this fact.
It is not clear why the civil administration could not complete the loading
of the cargo within the time anticipated. The result of this was that the
tprrations got prolonged entailing an extra expenditure of Rs. 1.04 lakhs.

g ' Committee hope that cases of this type will not recur.

~ The question as to who should bear the charges for the excess time
fahen (12 days) may be settled expeditiously with the civil administration.

[S. Nos, 62 and 63 (‘l"an Nos. 2.78 & 2.79) of Appendix to 119th
Report (4th Lok Sabha).]
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Action taken

'The observations in para 2 have been noted. It may, however, be men-
tioned that the Defence Department did not consult the Civil Administra-
tion before chartering a vessel for loading operations at the island, as the
known position at that time was that the loading would be done by a
private party. The Defence Department received no prior intimation that
the stevedoring work would be done by the Civil Administration,

The Civil Administration have stated that the stevedoring was done
in the month of May which period was the worst for any ship to work
in an open anchorage, when the ship is enchored 2 miles away from the
shore. According to them, the other factors which contributed to the
difficulties of stevedoring in open anchorage were: —

(i) Loss of rafts and other gears during stevedoring period, which
was bevond anvbody’s control.

(if) Changing of anchorage from ounc place to another due to rougih

sea resulting in stoppage of stevedoring operations and shifi-
ing the entire stevedoring machinery from one loading point
to another whereby momentum of work was impeded.

(iii) Indifferent attitude of the local Nicobari Labour and lack of
cooperation from the ship.

(iv) Bringing of heavy equipment by the Defence to their loading
points as a result of changing of anchorage by the ship.

(v) Disruption of the continuance of stevedoring as a resuht of
the ship sailing to Port Blair for taking water and unantici-
pated stoppage of stevedoring in compfiance with Court In-
junction.

The Civil Administration, therefore, consider that under the circums-
tances the time taken for stevedoring of the vessel was reasonable.

Ministry of Home Affairs have intimated that the Civil Administra-
tion at Car Nicobar is now fully equipped to undertake stevedoring to
meet the normal requirement averaging 50 tonnes per day. Imstructions
have also been issued to Embarkation Headquarters, Calcutta that in
future the Civil Administration should be informed to make suitable
stevedoring arrangements. They should also be consulted in regard 1o
suitable time for chartering the vessel and approximate time involved in
loading/unloading operations (copy enclosed).

Although the Civil Administration took 12 days more than what the
private party would have taken, it has been decided that the stevedoring
charges as claimed by the Civil Administration may be paid to them.

D.A.D.S. has seen.

Mini of Defence u.0. No. 26(1)/70/D(Mov), dated the 26th
{ WY‘ N (1)/70/D{(Mov)
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pEVLHI TELEPHONE: 874559  OP Immediate/ADS
ARMY HEADQUARTERS
QUARTERMASTER GENERAL'S
BRANCH

DHQ PO NEW DELHI.II,
23 Sep. 70.

No. AJ63001/X11/AP/Q Mov Shipping
o

The Commandant

Embarkation Headquarters

Fort William

CALCUTTA2],

Aupir Para 20 (DS) 1969

Reference our signal No. 828790/Q Mov Shipping, dated 21 Jul 70
on the above subject.

2. Ministry of Home Affairs have confirmed that the Civil Adminis-
nation at CAR NICOBAR is now fully equipped to undertake the
tsvedoring work to aneet the normal requircment averaging 50 tonnes
per day.
|
3 To avoid recurrence of this nature, in future, as and when neces-
Doy arises {or loading /unloading of chartered vessel at CAR NICOBAR,
the Civil Administration should be kept informed sufficiently in advance
|t make suitable stevedoring arrangements. They should also be consult-
«f on the following: —

(a) Suitable time of chartering vessels taking weather condition
in view.
; (b) Approximate time to be involved in loading uttloading of
equipment / plants/machinery /stores to be loaded,

Sd./- M. R. PUSALKAR,
Lt Cal

DAQMG Shipping

for Director of Movements

Recommendations

The Committee are distressed to observe that the party profited at
the expense of Government to the tune of Rs. 2.50 lakhs in this trafisac-
ion. The godown was handed over to the party in January. 1965 at a
'nt of Rs. 4,430/- p.m. on the understanding that it would be uséd by
lim or hig business associates. The Department however failed to tiﬂ
¢ lease deed exccuted before handing over possession. The result of this
“av that when the party sublet the godown to the Maharashtra Gov-
@himent on a rent of Rs. 18,500/- p.m. shortly after taking it over, the
Department found its hands tied and was unable to proceed cffectively

“Sainst the party. Action was sought to be taken against the for
Violating the lease conditions by sub-letting the godown, when t was
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in fact no lease, and it was also evident from the exchange of correspon.
dence with party that he had not bound himself to any condition in
the matter of sub-letting the property, It was only theéreafter that the
Department thought of invoking their absolute rigt to secure vacation
of the property, but by that time they faced a le%al imgediment arising
out of the invalidation by the Supreme Court of the Punjab Premiscs
and Land (Eviction and Rent Recovery) Act, 1939.

The Committec consider that the question of taking steps against
the party was not thought of by the Department till it was too late for
them to take effective action. In any case, the Department were ill ad.
vised to hand over possession without getting a lease deed signed. The
Committee would like Government to investigate how this occurred and
take appropriate action. It should also be ensured that in future Gov-
ernment property is not handed over to private parties or lessee without
getting a proper lease deed executed.

[S. Nos. 66 and 67 (Para Nos. 2.107 and 2.108 of Appendix to
119th Report)}—(Fourth Lok Sabha).]

Action taken

There are two recommendations made by the Public Accounts Con
mittee. These are: —

(2) Government should investigate how the possession  of  the
Godown No. I8 was handed over by the GSD(I) to the party
on 8th January, 1965 without the execution of a reguluy
lease deed.

(b) It should be ensured that in future Government property
is not handed over to private parties on lease without getting
a proper lease deed executed.

2. Regarding the second point, instructions have alreadv issued on
16th January, 1970 to ensure that in future the possession of land/pre-
mises is not handed over until a formal lcase deed is executed. A copy
thereof is attached herewith as Annexure ‘A’. The recommendation of
the PAC has thus been accepted and implemented.

3. Regarding the first point, the matter has been investigated a

desired by the PAC. The circumstances in which the possession of

Godown No. 18 was handed over to the private party are detailed be
low.

4. Godown No. 18 was vacated by the previous occupant on wth

February 1964. The Board of Administration of the CSD(I) decided w
advertisc for offers of lease. The advertisement was inscerted in  the

Times of India and the Indian Express on 4th March, 1964. Ofiors

were received but none of them fructified into an agreement. Accord

ingly, a fresh advertiscment was inserted in the Times of India and the

Indian Express on 30th June. 1964. Offcrs were received but again nont

of these fructified into an agreement. It was accordingly decided that

advertisement notice be issucd for the third time. This notice appeare in.
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1he newspapers on 11th October. 1964. One of the parties who resgonded
was the one referred to in the audit para. His offer was the highest.
Accordingly the then Chairman, Board of Administration, decided that
the godown be allotted to that party. The terms and conditions of the
allotment were communicated to the party on 10th' December, 1964,
Clause 8 of the terms and conditions stipulated that the party would
not sublet the premises without the prior permission of the CSD(I). The
party vide their letter of 18th December, 1964 accepted the terms and
«onditions except in resgect of clause 8. The party invited attention
to their earlier letter of 22nd October, 1964 which stated that “‘we need
the place for one of our industriecs and a part of it we desire to lease
10 our associate for whom we are working as agent.”

5. The matter was accordingly put up to the Chairman of the
Board of Administration. On 23rd December, 1964, the Chairman approv-
« the proposal that the party be allowed to occupy the godown, that
a lease deed be drawn in his name and that he be asked to give com.
plete details about the Principal or Associate to whom they wish to sub-
lee the portion/portions.

6. By letter dated 24th December, 1964, the party was asked to fur-
nish the complete details about their Principal or Associate to whom
thev desire to sublease the portion/ portions of the godown. The latter
further mentioned that arrangements are being made to prepare a lease-
deed and have it executed. The possession of the godown was handed
aver to the party on 8th January 1965, It will be noted that the godown
wis Iving vacant since 6th February, 1964 ie. for more than 11 months.

7. The draft lease deed was forwarded to the party on 16th Febru-
Sy 1965 On 30th July, 1965, the party forwarded a modified draft lease

doed duly signed, The party deleted the clause regarding prohibition
of sub lease. Due to the developments which took place and which were
csplained to the PAC at the hearing vide Para 299 etseq of their 119th
Repore (4th Lok Sabha), the lease deed was not exceuted.

‘ X Tt appears that the possession of the godown was handed over

by the GSD(1y to the party on 8th January, 1963 with the intention to
avoid loss of revenue. The godown had already remained vacant for a
tonsiderable period. The Chairman, Board of  Administration,  accord-
inelv took the view that it would be desirable to hand over the posses.
sion immediately pending the execution of the lease deed so that the
li.ubility of the rent should commence. The action was taken in good
faith and was calculated to be for the benefit of the CSD(I). The Chair-
min of the Board of Administration who took the decision in question
has alvo retired from service. Remedial instructions as mentioned above
hine alicady issued. No further action thus appears necessary.

DADS has seen.

[Ministry of Defence uo. No. 26(14)/68/11,D(Mov), dated $rd
September, 1970,

L]



TELEPHONE :876208 OP Immediate
ARMY HEADQUARTERS
QUARTERMASTER GENERAL'S BRANCRH
. DHQ PO New Delhi-11, 16 Jan. 70
No BOCGCS/00470
. To
The Chairman
Board of Administration

Ganteen Stores Department (India)
Post Box No. 512 BOMBAY 20 BR.

AUDIT REPORT DEFENCE SERVICES—1969—PARA 26-—HIRING OF A GObown
OwNED BY THE CANTEEN STORES DEPARTMENT (INDIA).

Ministry of Defence have informed that during discussion in the
meeting of the Public Accounts Committee on 6 Jan. 70, the Commit-
tee directed that instructions be issued that in future the possession of
land /premises will not be given until the lease is formally executed.

2. Pleasc ensurc that ncedful will be done in future.

3. Please acknowledge.

Sd./- RAMESHWAR SINGH.
Lt Col

Seev, Board of Coniinl
Canteen Services.

Copy to:

Ministry of Delence/D(Movy—w.r.t. their wo. No. 26(14)/68 D
(Mov), dated 9 Jan. 70.

Recommendations

The Committee feel that this case does not speak well of the i
ciency of provisioning for the Services.

As early as 196]1-62 action was initiated on a demand for provision
ing of 129 radio vehicles to Air Force units which was considered an
“urgent requirement’”’. As in December, 1969, 55 of these vehicles e
still to be supplied 10 the units. Op present indication it would appea
that supply would be completed only “by carly 19717,

This inordinate delay has been caused by lack of coordination ai |
scveral stages. In the first place, it was decided that 8] of these vehides .
should be obtained from the commercial sector and D.G.S.&D. was a-

cordingly asked to take procurement action But then the chassis requil

cd for the manufacture of these vehicles were not released, even though

64
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the Department was aware that it was not being made in the commer-
cial sector. It was only in July 1964 when the Defence Sccretary was
approached that these chassis were got released from by the Army
which was manufacturing them, but by that time, the D.G.8.&D. had

returned the indents stating that no supplier was forthcoming. In this«
manner, the Department lost over three years.

In the second place, after it was decided in 1965 that the manufac-
ture of these 81 vehicles should be taken up in an Air Force Depot,
the Department took no action for nearly two years to place order for
metal sheets which were required for the production of these vehicles.
It was explained that due ta the emergency that supervened other items
of work had to be taken in hand, but the Committece are unable to up-
derstand how this justifies a delay of two years, in processing an urgent
requirement of the Services. The result of this delay was that the Depot
«ould not take up manufacture till August, 1969, when the sheets be-
came available.

The Committee have drawn attention to another instance of this
kind in paragraph 1.70 of their Ninety-Ninth  Report  (Fourth Lok
Sabha) where a delay of nearly 10 years occwrred in supplying certain
hoats to the Navy, The Committee are perturbed at this lack of coordi-
nation and suggest that Government should imnmediately  streamline
their procedures to guard against recurrence of cases of this tvpe.

[Serial Nos, 68 to 72 (Para Nos. 3.12 to 3.16) of Appendix to
119th Report—(4th Lok Sabha).

Action taken
The observations of the P.A.C, have been noted,

In stcilar [)rojccls in future, a rro]ccl officer will be appointed and
made responsible for coordinating all activities relating to the project.

Till 7th July, 1970, 62 vehicles out of Qtv, 81 have been produced
by No. & B.R.D. (Basc Repair Depot), AF. Another 6 vehicles are on
the producton line. At this rate of production it is cstimated that the
task is likelv 1o be completed by October, 1970.

DADS has reen.

[Ministry  of Defence U.OQ. No.  32(4) 70, DiAir1V)  dated
7-9-1970.]

Recommendation

This inordinate delay has been caused by lack of coordination at
scveral stages. In the first place. it was decided that 81 of these vehicles
should be obtained from the commercial sector and DGS&D  were
accordingly asked to take procurement action. But then the chassis re
quired for the manufacture of these were not released, even though the
Department was aware that it was not being made in the commercial
sector It was only in July, 1964 when  the Defence Secretary was
approached that these chassis were got rteleased from the Army which
was manufacturing them, but by that time, the DGS&D had returned
the indents stating that no supplier was forthcoming. In this manner.
the Department lost over three years.

[Sl. No. 70 (Para 3.14) of Appendix to 119th Report (4th Lok
Sabha).]
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Action taken
| he above ebservation of the Public Accounts Committee is a

statement of facts and has been noted, ]
[Ministry of Supply File No. 21(32)/70-PIII dated 15th Janu-
ary, 1971.]
Recommendation

The Committee also consider the period of nearly 6 months taken
by Director General, India Supply Mission in finalising a contract for
supply of equipment urgendy needed by Air Hcadquarters after receipt
of indent, as excessive. They feel that Director General, India Supply
Mission has to streamline its procedures in order to attend expeditiously
to defence requirements.

[S. No. 75 (Para No. 3.41) of Appendix to 119th Report (Fourth
Lok Sabha).]

Action taken
Instructions have been issued (copv enclosed) to the India Supply
Mission, London to adopt suitable norms for the expeditious disposal
of indents.

DADS has seen.

[Ministry of Supply O.M. No. PIL-8(5)/69, dated 30th Novem.
ber, 1970.]

To be transmitted through the Ministry of External Affairs (Telex
Section).
TELEX 'STATE/XXF
INDIAMEN
LONDON
KOCHAR FROM DUBE
PII-8(5)/69 REFER DEMI-OFFICIAL PA/DDG/ISM/70/SB FEBRB-
RUARY SEVENTEENTH () THIS INDICATES THAT TIME
TAKEN IN RESPECT OF THE THREE INDENTS WAS ON THE
HIGH SIDE () THEREFORE ESSENTIAL THAT YOU ISSUE
INSTRUCTIONS REGARDING EXPEDITIOUS DISPOSAL OF
CASES () FOR GUIDELINES ISM WASHINGTON PRFSCRIBE
FROM TIME TO TIME SCHEDULES FOR DISPOSAL OF INDENTS
AND INDENT ITEMS () SIMILAR ACTION MAY BE TAKEN BY
YOU (i) *CONFIRM ACTION TAKEN AND ENDORSE COPIES
OF INSTRUCTIONS ISSUED IN THIS REGARD () TELEX COM-:
MENTS TODAY AS MATTER COMING UP BEFORE PAC ON
TWENTYFIFTH INSTANT
SUPLYDEPTS
NOT TO BE TELEXED:
*Confirmed by ISM, London on 24.1)-70,
Sd./- R. DAYAL

Depuly Secretary
19-11-70
Ministry of Supply,
New Delhi,
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Recommendations

The Committee consider that it was not appropriate for the Air
Force Authorities to have gone irs without proper sanction for 72 acres of
land for this project against the actual requirement of 45 acres. It has
been stated that this was done to avoid subdivision of holdings, but if
this were so, it is not clear how proposals for derequisitioning 32 acres
have been approved by the Ministry of Defence. It is clear that land was
obtained far in excess of requirements: there was also avoidable delay in
workirg out the requirements as this process took about four vears.

The Committee also suggest that in this particular case aprropriate
steps should be taken to make recoveries from the owners of the land who
are stated to have occupied part of the land in an unauthorised manner.
"The matter may also be taken ap with the civil authority as to why com-
pensation was paid to them inspite of the fact that the Military Estates
‘Officer had made a request that no payment should be made to the
owners pending proper enquiry.

The Committee also note that stcres worth Rs. 7 lakhs were collected
for this project. But, as the exccution of the project was delayed, Rs. 6.97
lukhs worth of stores had to be wransferred to other projects and in that
process Rs. 1.88 lakhs were spent on ficight and other incidental charges.
‘T'his expenditure of Rs. 1.83 lakhs could have been avoided, if the project
had been prorcrly planned and executed Goverrment should go into the
question of delav in execution of the project and find out why a pro-
jeet conceived in February, 1964 could not be executed even by January,
1969,

{Serial Nos, 83, 83 and 8 (Para. Nos. 3.90, 3.92 & 3.93) of appen-
dix to 119th Report (Fourth Lok Sabha).}

Action taken

It is correct that without proper sanction an extent of 72 acres of land
as against requirement of a far less acreage was requisitioned. There has
heen delay in working out actual land requirements. However, working
out the requirements for providing permanent bomb dump ook time
Lecause of the changes in the Kev Location Plan and the role of the
station, changes in the stock holding plan and also changes in the bomb
diump drawings. All this time, land was available for providing field
storage facilities for hombs and ammunition in the even of an emergency.
In view of the difficulties that had been experienced in acquiring land in
the arca and not knowing the actual arca that would be required. it was
not advisable to derequisition anv portion of the requisitiotied land until
the requirement for permanent construction was firmed up.

. 2. In order 1o avoid rrcurrence of such instances in future, instruc-
tons were issued in June 1969 that land in excess of sanction should
never be requisitioned. The requirements of land for the project  have
now heen firmed up and the excess area of 32.26 acres has "heen de-
requisitioned. -

. 4. The contents of the recommendation have been noted and State
Govt. have been approached to make recoveries from the individuals con-
“rrned. Progress in this regard is being closely watched.
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4. Stores collected for this project have been fully utilised by other
rojects. Even after adding freight and other incidental charges incurred
Ir. the process of transportation of the stores for other projects, the cost
of steel so provided to the other projects works out shé;htly cheaper than
what would have been paid, hag purchases been made at the time the
other projects were executed. Thus, the expenditure of Rs, 1.83 lakhs is
not altogether infructuous.

5. DADS has seen.

[Ministry" of Defence u.0. No. F. 2(14)/68/D(Air-II), dated 28th
January 1971.] -

Recommendation

This is vet another instance where land in excess of the actual re-
quirement was not de-requisitioted in time with the result that there
was unnecessary expenditure of Rs. 1.49 lakhs towards rental of the land.
An inquiry held into the case disclosed that disciplinary action could not
he taken against anyone as the concerned officer had retired. The Com-
mittee would like Government to take necessary steps in order that such
cases do not recur in future. Assessment of the requirements of land
should be done at the initial stage realistically so that it does not become
necessary 1o de-requisition the lgnd subsequently,

[Scrial No. 87 (Para No. 3.98) of Appendix 10 11%h ch.m‘l
(Fourth Lok Sabha).]

Action taken

Air Headquarters have issued necessary instructions to their Com-
mands to ensure that such cases do not occur iny future and that Com
mands are to emphasisc on all concerned that land acquired should be
the minimum to avoid dc-requisitioning subsequenthy, A copy of  the
instructions issued by Air HQ vide their No. Air HQ!365335/105'W
(Policy), dated 22nd August, 1970 is enclosed. Government have a'so laid
down guidirg principles in 6/69 for requisitioning of land required for
Defence purposcs. These inter alia lay down that the competent administra-
tive authorities empowered o accord sanction for requisition mav do so
only in conncction with operations or other similar cmergent needs which
cannot be postponed and for which obtaining of Government sanction
might delay matters to such an extent as to defeat the object in view. In
all such cases a report should be sent to the Government within twu
months with detailed justification. In other cases where requisitioning of
immovable property is desired o be resorted to. prior Government ap
proval should be obtained.

2. D.ADS. has seen.

[Ministry of Defence U.0. No  2(9 68 DiAir 11, dated 28rd
September 1970.]
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TELEPHONE: 370231/369.
AIR HEADQUARTERS
New Delhi-11
Air HQ/37535/105/W(Policy) ) 22nd August, 1970.

Headquarters Western Air Command, IAF
Headquarters Eastern Air Command, IAF
Headquarters Central Air Command, IAF
Headquarters Training Command, IAF
Headquarters Maintenance Command, 1AF

INFRUCTUOUS EXPENDITURE DUE TO DELAY IN RELEASE OF SURPLUS LAND

For construction of certain buildings at an airfield 813 acres of culti-
vable land were requisitiondd at a station in January 1966 at an annual
rental of Rs. 590 per acre. In April 1966 a Board of Officers convened to
rcassess the requirement of land recommended that 252 acres out of 813
acres already requisitioned be released. This Board also resited some of the
buildings as a result of which another 121 acres of land had to be requisi-
tioned. While the additional land was requisitioned in September, 1966,
release of surplus land was approved by the Air Force Command Head-
quarters only in May. 1967 and the land was actually derequisitioned in
September, 1967, The delas in release of the surplus land resulted in un-
ncces;‘ary expenditine of Rs. 1.49 lakhs (approximately) on payment of
rental.

2. In order to nsure that such cases do not occur in future, Com-
mands are to cml)husisc on all concerned that land acquired should be the
mimmum to avoid derequisitioning subsequently,

Sd/- M. M. ARORA,
Wyg. Cdr.
Dy. Director of A. F. Works
Air Officer i;¢ Administration
Copy to:—
DDhWI
DDW.II
DDW.III



CHAPTER HI

RECOMMENDATIONS/OBSERVATIONS WHICH THE COMMIT-
'TEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF THE
REPLIES OF GOVERNMENT. -

Recommendation

Onc point relating to the indigenous production of the ammunition
«alls for investigation. The first lot of ammunition is stated to have hcen
produced “in early 1967 and “subjected to proof in April, 1967 when
“dispersion in range and accuracy beyond Range Table Limits was observ-
ed”. It is not clear why in the circumstances the bulk production of the
ammunition was commenced in JUNE, 1967. The Committee would like
this matter also to be covered in the course of investigations into this case
which thev have suggested earlier.

[Serial No. 14 (Para 1.114) of Appendix 1o 119th Report (1969-70).]
Action taken

The first lot of bombs from regular indigenous production was sub-
jected to firing proof in April, 1967 when discreparmcy in ranging of bombs
was first ohserved. Since the indigenous bombs  were  produced by
assumbly  of imported components, a comparative firing test was
carricd out with the imported Bombs in June, 1967. The performance of
the indigenously produced bombs being found comparable with the
partormance of the imported ones, a clearunce for indigenons }m‘du(tion
was given, That the imported ammunition itself  was  defective was
established onlv later in January, 1968 after completion of exhaustive
rangce and accuracy trials,

[Ministry of Defence Fo 40 4 70 DiProjects), dated 23-11-70.]

Recommendation

The Committce also ohserve that in respect of the other component of
the same weapon, the labour and material costs are higher in the Ord-
nance Factors than in the Company, The reasons for this  should  be
investigated and «teps taken o reduce these clements of costs.

[3crial No. 17 (Para 1.126) of Appendix 1o the 119th Report (4th
Lok Sabha).}

Action taken
The matter has been examined.

The labour and material costs of the Ordnance Factory as quoted
in the Audit Para for component *A" are hused on the Ordnance Factory's
printed accounts pertsining to the vear 1965-66. 'The Public Sector Com-
pany commenced supplics only from the Jast quarter of 1966. The labour
and material costs n} this component in the Ordnauce Factory at this
time (1966-67) was Rs. 6.95 and Rs. 0635 1espectively, as against’ the cost
pertaining to the Public Sector Company quoted in the Audit Para of
Rs. 7.43 and Rs, 12.20 respectively. It will be scen from the above that

o)
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the contemporaneous labour and material costs for the comgonem ‘A’ in

the Ordnance Factory were not higher than that of the Public Sector
Company.

[Ministry of Defence OM. No. F.1/14/70/D(Prod.), dated
27-11-70.]

Recommendaticn

The Committee note that the Defence Department continues to im-
port forging for making crankshafts for Nissan vehicles, though facilities
for the indigenous manufacture of these crankshafts have been set up.
Indigenous manufacture was expected to commence in Ordnance Factories
by June 1968, but this expectation has not materialised, due to the in-

ability of Defence Production Department to locate reliable soutrces of
supply for castings.

[Serial No. 26 (Para 1.175) of Appendix to 119th Report  (4th
Lok Sabha).]

Action taken

It may be clarificd, what the DGOY is continuing to imp.ort is com-
plete crankshaft as part of the CKD Packs and not the, crankshaft forgings.
500 crankshaft forgings only were imported, pending materialisation of
supplies from Messrs Bharat Forge, in order to establish the machining
technique with the help of the available machines. However. supplies from
Messrs, Bharat Forge of the requisite crankshaft forgings have also since
started, These are being machined in various stages except for three opera
tions for which machines are awaited from abroad. Complete crankshafus
will be produced in Vehicle Factory, Jabalpur on receipt of these machines
towards the end of 1970.

2. DADS has seen.
[Ministry of Defence F.40/2 70/ D(Projects), dated 23-9-70.]

Recommendation

‘i'he Committee have in paragraph 1.36 of their 104th Report (Fourth
Lok Sabha) drawn attention to the existence of large unutilised capacity
in the castings and forgings industry in, the country. The Defence Depart-
ment should, therefore, endeavour to tap this capacity, so that imports
could be done away with. For this purpose, they should work out a pro-
gramme of action in consultation with the Director General, Technical
Development. Efforts should also be made 1o bring down the cost of indi-
senous forgings which are at present much costlier than imported ones.
The Committee observe that as much as 6197

. ¢ ol ] : "% of the components of
Nissan trucks are still imported. The Committee would, in this connection,

like to draw attention to their observations in paragraph 1.39 of their
Ninety-Ninth Report (Fourth Lok Sabha). A programme for accelerating

the pa:ice of import substitution should be quickly drawn up and imple
menteq.

[Serial No. 27 (Para 1.176) of Appendix to 119th Re 4th
Lok Sabha).] Ppen port.
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Action taken

1. Messrs Bharat Forge are considered one of the leading producers
ol intricate forgings in the country. The initial tooling cost of Rs. 2 lakhs
has increased the price per picce against the existing order. Further tooling
charges would not be payable against future orders on this firm till the
die life is exhausted. The cost of further supplies from Messrs. Bharat Forge
15, therefore, expected to be less. The cost may also be expected to come
down when the production of these forgings in India is fully stabilised
on a bigger scale to meet the incrcased requivements of Vehicle Factory,
Jabalpur in the coming years.

2. Sustained efforts are continuing with the help of Department of
Defence Supplies for accelerating the pace of the import substitution. In
this context, it may be mentioned that an indigenous content of 61 per
cent has been achieved in the last batch of Nissan One Ton Vehicles
produced during 1969-70 and thereafter.

3. DADS has seen.
[Ministry of Defence F.40/2/70/D(Projects), dgted 24-9-70.]

Recommendation

The Committee regret to chserve that though the MMTC had sub-
stantial stocks of zinc which theyv later sold to actual users at reduced
prices; they did not mect the indents of the Ordrance factories for 1531
tonnes of Zinc. Consequently the Defence authorities were obliged to ob-
tain their requirements through the open market at higher vates which
resulted in an extra expenditure of Rs. 12.26 lakhs.

[Sl. No. 29 (Para 1.212) of Appendix to 119th Report (Fourth
Lok Sabha).]

Action taken

The position in the matter is that immediately on receipt of ins.
tructions from Ministry of Mines & Metals contained in their letter No.
9(11)/MET /66, dated 26th December, 1966, sale notes were issued by
the MMTC in favour of 5 ordnance factories for a total quantity of 153]
tonres of zinc. The sale notes were issued on 3rd Januarv, 1967 and as
per the practice followed hy MMTC, the sale notes were valid for a period
of one month and the ordnance factories were requested to complete all
the formalities within the validity period of the sale notes. One of the
factories. i.c., Ordnance Factory, Ambernath, informed MMTC in their
letter dated the 20th January, 1967 that they did not need 940 tonnes of
the metal allocated to them. In order to assist the ordnance factories
which wanted to purchase zinc from MMTC, extension in the validity
Feriod was given to Ordnance Cable Factory, Chandigarh, up to 28th

ebruary, 1967 and Ordnance Factory, Katri, up to 15th February, 1967.
No request for cxtension was received from any other ordnance factories.
The ordnance factories failed to complete necessary formalities within
the validity /extended validity dates of the sale notes. MM'TC could not
afford to keep these quantities reserved for ordnance factories in view of
its difficult inventory position enuiling the blocking of Rs, 9 crores of the
Corporation’s funds on non-ferrous metals by the end of January, 1967.
As a commercial organisation, MMTC had to ensure prompt liquidation
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of the stocks to release blocked funds. With this in view, a decision was
1uken to offer stocks of zinc to all import licence holders against surrender
of their import licences. The MMTC met the requirements to Govern-
ment Departments, Public Sector Undertakings etc. as far as possible
and out of the total sales made by MMTC, a quantity of 1892.18 MT was
sold to Post & Telegraph Department, Railways and other Public Sector
Undertakings.

[Ministry of Forcign Trade File No, 22(4)/70-ST, dated 20-3-71.]

Recommendation

The contention of the MMTC that they could ot accommodate the
Defence requirements as there had been delays of over a year on the
part of the Defence authorities in lifting stocks against previous orders,
dovs not hear close scrutiny. From the information in this regard fur-
nished to them, the Committee observe that the Corporation were as
much responsible as the Defence autherities for this situation. In respect
of one sale rote dated 20th November, 1965 for 6156 1onpes of Zinc, the
material was tendered by the Corporation for inspection by the Delence
authorities after about a vear from the date the order was placed. In
1espect of another sale transaction concluded on the same day for 200
tonnes of zing, the Corporation took six months Lo segregate the material
for inspection. In regard to two other sale transactions agreed to in
October, 1966 for 1200 tonnes and 589 tonnes, respectively, the stocks
wuld not be lifted perding settlement of the price which took about
1en months, After this issue wag settled. there was further delay on the
rart of the Corporation in furnishing particulars required for issue of
inspection notes. In fact, supplies were eventually ma((ic only against the
sale rote for 1200 tonnes and no material was tendered for inspection
against the other sale note for 589 tonnes.

[SI. No. 30 (Para 1.213) of Appendix 10 119th Report (Fourth
Lok Sabha).]

Action Taken

A sale note for 237.6516 M/ T of zinc (and not 6516 tonnes of zinc
as mentioned in the Report, which appears to be a printing error) was
isued in favour of Ordnance Factory, Ambernath on the 20th Novem-
her, 1963 on their Bombay godown. Another sale note on the same date
was issued for 200 M/T of zinc in favour of Metal & Steel Factory,
Ishapore onr MMTC's Calcutta godown. Both the sale notes were initially
valid till 14th January, 1966. However, the terms of the sale notes (which
were the usual terms for supply) were not acceptable to  the Defence
Authorities, in as much as they did not agree to make 100 per cent pay-
ment before despatch of material 1o them. The payment procedurc as
also compliance of other terms and conditions were under discussion
with the Defernwe Authorities and in the meanwhile, in order to keep
the sale notes alive, the validity of the sale notes was extended, firstly
npto 6-8:66 and later on upto 22-8-66. It was also indicated therein that
no further extension might be possible. It may also be mentioned that
the Defence Authorities insisted on pre-itspection of the material, stamp-
g of slabs and drawal of samples which required special arrangements
i be made. It was only in September, 1966 that an agrecment was reached
hetween the Corporation and the Defence Authoritics regarding raymem
hrocedure mm to which 100 per cent value of the material was to
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be made by the allottee within five days from presentation of MMTC's
invoice with inspection notes and proof of despatch. It was only after
this that arrangement for lot-wise segregation of the material, physical
inspection of the material by the inspectors from the Defence Department,
drawing of samples etc. could be made.

Against sale note for 1200 MT of zinc issued on 27-10-66 inspection
in respect of a quantity of 850 tonnes was made on 3-1-67 and inspection
in respect of a quantity of 350 tonnes on 27-2-67. However, the inspection
noies were recelved from the Defence Department only on 22-2-67 and
27-3-67 ie. 4 to 6 weeks after the date of actual inspection.

Keeping in view the consideration that MMTC was to be out of
metals trade and in view of liberal licensing policy of the Government,
it could not. as a trading organizatior, afford to keep its funds blocked
for a long period which was inevitable if the material was to he kopt
reserved for ordnance factories. A decision was, therefore, taken that
wherever the inspection of the material had been carried out by the
ordnance factories upto the end of February, 1967, the material will be
kept reserved for them and the remaining material mayv be seld to other
eligible units.

[Ministry of Foreign Trade File No. 22(4) '70-ST. dated 20-3-71).

Recommendation

Another point is that the MMTC quoted a provisional price of
Rs. 5.050 per tonne to the Defence authorities (in the instant case) giving
them a month’s time to finalise the transaction. Yet when they decided
later to sell the stocks at a concessional rate of Rs. 2,700 per tonne,
neither the question of reducing the price quoted to the Defence uutho-
rities nor that of giving an adequate extension of the delivery period,
was considered by the Corporation. The least that the Corporation could
have done in the matter was to have contacted the liaisery officer of the
DGOF stationed in Delhi to settle these issues. This was all the more
necessary as at the meeting of the Committee of Economic Secrctaries
held on 20th February, 1967, which the reprensentative of the MMTC
also attended, it had been decided that the date for lifting the accumu-
lated stock with the MMTC should be extended upto 30th April, 1967,
In the circumstanices the MMTC could have easilv accommodated the
Defence authorities both in the matter of price as well as extension of

dates for finalising the transactions.
{SI. No. 31 (Para 1.214) of Appendix to 119th Report (Fourth

Lok Sabha)).

Action taken

The sale notes issued in favour of five ordnance factories were at
a price of Rs, 3,050 per tonne. This price was, however, clearly indicated
in the sale notes as ‘provisional price’. When it was decided to reduce
the price to Rs. 2,700 per M/T with effect from Ist February, 1967 the
Corporation issued public notices on Ist and 2nd February, 1967 which
were published in the leading newspapers. Though the Corporatior: did
not specifically intimate the reduction in price to the 5 ordnance factories
in whose favour the sale notes were issued on 3-1-67, it was the clear
intention not to charge more than the current rulng price. This would
be evident from the fact that in respect of a sale note issued in favour
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of Defence Departmem by MM'TC in October, 1966 at a- pricc of
Rs. 3069 per M/T, the Corporation charged only the revised reduced
price of Rs. 2700 per M/T from the Defence Department.

A copy of the minutes of the meeting held in the room of Secretary,
tconomic Affairs, on 20th February, 1967 to consider the outstinding
problems arising out of the liberalised import of non-ferrous metais and
non-canalization of such imports through MMTC is enclosed. The deci-
sion to extend the cut off date for lifting the stocks to 30th April, 1967
was onlv in respect of a quantity of 9971 M/T of copper which was
in stack or expected te be received by MMTC upto 31-3-67. In fact, this
posiion would be further cear from para 5 of the said minutes. The
Corporation had represented “thar their funds had been locked up in
the stocks of copper and they were extremely short of funds. It was
ditficult for them to wait till the end of April for the disposal of their
stocks and realization of their value™ It was, therefore, decided in the
meeting  that the Corporation’s financial difficulty could be met by
advimce to be given by Government Departments 1o the extent of Rs, 3
crores or so against the proposed allocations to them. A decision to extend
the date vpto $0th Apnrl. 1967 was, therefore, not applicable in the case
of sinc. where the Corporation did not anticipiate anv difficulty in dis-
posal of stocks.

It muv also be added that in the saume meeting held on 20-2-67,
Seerctary (Defence Production) stated that the Ministry of Defence had
@ policy of their own, regarding maintenance ot stockpiles of strategic
nunerials and, therefore. he did not consider it necessary for anv other
mganisatien like MMTC to maintain a reserve for purposes of Defence,
Coming as it did, five davs after the last date for lifting the stock by
the Ordnance Factories, it was a clear confirmation to MMTC thar there
was nothirg further to be done about non-lifting of the stocks. In the
vircumstances, it did net seem quite necessary for the MMTC to ask
the Liaison Officer of the Ordnance Factory about the non-lifting of the
stocks by these factories.

[Ministry of Foreign Trade File No. 22(4)/70-ST. dated 20-3-71),
Minntes of the Meeting held in the Room of Secretary, Economic Affairs,
on 20-2.67, to consider the outstanding problems arising out of the

Liberalised Import of Non-Ferrous Metals and Non-Canalisalion of

stch Imports through MMTC.

The following were present:—

Ministry of Finance

Shri §. Jagannathan, Secretarv, Economic Affairs.

Shri T. P. Singh, Secretary, Expenditure.

Shri P. Govindan Nair, Secretary, Coordination.

Shri H. N. Rav, Addl. Secretary, Expenditure.

Shri 8. K. Majumdar, Jt. Secretary, (I. & S. Div.).

Shri C. S. Swaminathan, Jt. Secretary. Eco. Affairs.

Shri R. K. A. Subrahmanva, Deputy Secretary.

Ministry of Defence

Shri H. C. Sarin, Secretary. Defence Production.
LIIMm)ares—1
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Ministry of Supply, T.D. & M.P.
shri K. Ram, Secretary.

Ministry of Mines & Metals
Shri N. C. Srivastava, Secretary.
Shri R. N. Vasudeva, Jt. Secretary.
Shri M. S. Bhatnagar, Under Secretary.

Minisiry of Commerce
Shri P. C. Alexander, Jt. Secretary,
Dr. A. S. Sharma, General Manager, MMTC,
Shri P. N. Bhalla, F.A. & C.A.O.,, MMTC.
Shri K. N. Channa, Director, MMTC.

Minislry of Industry
Shri S. S. Marathe, Economic Adviser,

Department of Communications
Shri C. P, Vasudevan, Jt. Secretary.

Ministry of Railways
Shri D. U. Rao, Addl. Member, Finance,
The following problems were discussed:—

(i) Whether there is need to maintain an emergency reserve
copper ard zinc any longer and if so, who should hold it:

(ii) How should the stocks of copper and zinc built up Ly the
MMTC be disposed of and at what price;

(iii) Whether pending disposal of the stocks with MMTC further
issue of actual user's licence should be suspended;

(iv) What should be policy with respect to pricing of non-ferrous
metals produced indigenously by different units, or imported.

Secretary, Defence Production, stated that the Mimistry of Defence
had a policy of their own regarding maintenance of stockpiles of stritcgic
materials and, therefore, he did not consider it necessary for any other
organisation like MMTC to maintain a reserve for purposes of Deferxe.
The Ministry of Mines & Metals were also of the Jiew that no reserve
need be kept with the MMTC. It was accordingly agreed and decided
that the reserves of copper and zinc built up by MMTC should be dis-

of and further import of these metals by that Corporation for
purposes of the emergency reserves should be stopped.

8. It was noted that the D.G.5.&D had an outstanding demand for
in disposimg of their stocks of zinc but they sought the assistance of
Govt. disposal of their stocks of copper.

2. The representatives of MMTC stated that they had no difficultr
copper relating partly to the Ministry of Defence and partly to the Mints.
Secretary, Defence Productior, stated that he would have no objecticn
to take over the stocks of MMTC to the cxtent of the pending demand
for his Ministry provided there was a decision as to LK price payablc
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therefor. The representative of the Department of Communications stuted
that the P.&T. Department required about 1000 tonnes of copper and
Hindustar: Cables possibly required about 3000 tonnes. The Railways
too hiad 2 demand but it could be met out of a loan which had to be
utilised before it lapsed in December, '67. It was recogmised that since
the stocks of copper with MMTC could not be utilised fully against the
known requirements of Government departments and public sector under-
takirsgs, it would be necessary to allot a portion of the stocks against
pending applications for import licences from the non-priority indus-
trics {or which I.D.A, assistance was not available. The Economic Adviser
1o the Ministry of Industry pointed out that it would be difficult to
deny import licences to such industries, particularly those i the small
scale sector. It was, however, agreed that there should be no objection
1o meet the demand for such industries partly by allotment from stocks
from the MMTC and partly by issue of import licences especially in view
of the fact that there had been much delay in the issue of licences against
their applications ard supplies out of ready stocks should be welcome.
It was accordingly decided that a quantity of 4000 tonnes of copper
should be alloted to the non-priority and non-IDA aided industries in
art satisfaction of their applications for import licences and the balarce
should be allocated to the various Govt. departments public sector under-
takings in need of copper in the following manner: —

Total quantity of copper in stock with or expected to be received
by MMTC upto 31-3-67—9971 M. Ts

Quantity earmarked for allotment to rnon-priority indusrrice—-
4000 M.Ts.

Quantity to be allocated to Govt. Deptts. against the pending de-
mand with the

D.GS. & D. 3828 M.T's.
P.&T. 1000 M.Ts.
Hindustan Cables 1142 M.Ts.

9971 M.Ts,

4. It was felt that as it would take some time for issuing the allot-
ments and more time for the users to lift the stocks it would not be practi-
cable to dispose of the stocks by 28-2-67 as suggested by the Corporation.
It was decided that the out-of-date for lifting the stocks should be ex-
tended upto 30th April, 1967.

5. The representatives of the Corporation represented that their
funds had beer: locked up in the stocks of copper and as they were ex-
tremely short of funds it was difficult for them to wait till the end of
April for the disposal of their stocks and realisation of their value. It
was agreed that the nggration's financial difficulty could be met by
advances to be given by Govt. Deptts. to the extent of Rs. 3 crores or
so against the proposed allocations to them.

6. As regards price, Secy. Expenditure, observed that even the re-
duced price advertised ‘?Lthc Corporation was somewhat higher than the
current world prices. representatives of the Corporation explained

» that the purchases were made during the course of the year when there
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were wide fluctuations on the L.M.E. Their revised prices represented
their bare cost. ‘They would suffer loss if they were to be veduced further.
Secretary (E.A.) observed that the customer will have the advantage of
ex-stock supplies to offset a somewhat higher price. It was decided thal
J.$. (IS) shculd examine the detailed build up of the prices quated by
the Corporation and suggest fair prices payable therefor.

7. It was also agreed that it would not be practicable to have vniform
prices for non-ferrous metals being procured from various sources and
that vo attempt need be made in that direction.

Recommendation

It would appear that the Defence authorities were on their part also
lax in pursuing the matter even though they were experiencing “terrible”
shortage of this critical wmetal at thac time, The Committee find that two
of the Ordnance Factories (Katni and Chandigarh), to whom some exten-
sion of delivery date was granted, failed to lift the supplies by the extended
dates. A third factory (Ishapur) delaved the inspection till 15th March,
1967 bv which time the stocEs had been covered by sale to other eligible
units. Another factory (Jabalpur), could not obtain the supplies for
reasons which are vet to be explained to the Committce. Yet another
factory (Ambarnath) initially declined the allocation made by the MMTC
“due to a misapprehension”, The Committee would like the Ministry of
Defence to ecxamine why the Ordnance Factories failed to take timely
action on DGOF's letter dated 7th February, 1967 asking them to place
orders immediately on the MMTC {or the quantity of zinc ingots covered
by their sale note of 3rd January. 1967. The Commitice would also like it
to be examined how shortages developed in respect of this critical item
which is normally stockpiled by the Defence authorities.

[Sl. No. 33 (Para No. 1.216) of Appendix to 119th Report (4th
Lok Sabha).]

Action taken

It is not correct that the Ordnance Factories were experiencing terrible
shortage of this critical metal at that time. The Ordnance Factories have a
well laid down provisioning procedure as per which regular six monthly
reviews of the requiremens for stores for the succeeding 24 months is
conducted and procurement action is taken to cover the deficiencies re-
vealed. The quantity of 1531 M/Ts of Zinc projected on the MMTC was
the anticipated deficiency revealed as a rcsuﬁ of such review against the
production requirements to cover a period upto the end of June 68. Since
the provisioning procedure was strictly followed, there was no danger of
an{ serious shortage developing. Further, the Ordnance Factories also did
hold an adequate stockpile of this critical item but this stockpile quantity
was to be kept in reserve for use in the case of any emergency.

Out of the two factories to whom extension of Delivery Dates was
granted, Ordnance Factories, Chandigarh placed their Supply Order on
MMTC on 23.2.67, i.e, within the extended validity date of 22.8.67.
Ordnance Factorz', Katni placed their Supply Order on 15.2.67 which was
the extended validity date. Ordnance Factory, Katni also took care to
advise MMTC telephonically on 15.2.67 that their Supply Order was under
issue, It may, however, be mentioned that MMTPL!: Telegram dated
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10.2.70 grapting extension of the validity date of the Sale Order in respect
of O.F. Katni upto 15.2.67 was received in Ordnance Factory, Katni only,
on 18.2.70. .

As regards the question of delay in inspection in respect of the third
pactory (Metal & Steel Factory, Ishapore) MMTC advised the factory vide
iheir {etter No. MMTC/CA/NF12N/2/67 dated 23.2.67 to arrange ins-
pection of the material. This letter was received in the Factory on 27.2.67.
The insp"or was to be conducted by the representative of the Clpef
lnspectorale of Mctals who is an independent authority, After consulting
(he Chief Inspectorate of Metals, the Metal and Steel Factory, Ishapore
requested MMTC under their letter No. 5397/13/SH/PR dated 10.3.67
to tender the material for inspection to the Chief Insrector of Metals,
Jshapore, Orn 15.3.67, the representatives of the Chief Inspectorate of
Metals named on the MMTC when they were told that the stock has been
committed for sale to the other parties. As regards action taken by the
Ordnance Factory, Ambarnath, to destine the allocation initially, this
fappenad on account of certain mis-apprehension on the part of Factory
and since the Factory was not fully aware of the correct position as regards
now their requirements were being planned to be met by the DGOF. In
fact, DGOF under his Telegram dated 9.2.67 addressed to MMTC
advised MMTC not to take notice of the communication from the
Ordnance Factory, Ambarnath intimating nil requirements,

As regards action taken by Gun Carriage Factory, Jabalpore on
receipt of the instructions from  the DGOF dated 7.2.67, the Factory
placed their supply order on 22.3.67. This delay in placing the supply
, mder was caused duc to pressure of work in the Factory.

[Ministry of Defence wo. No. F.1/14/70 D(Prod) dated 28-11-70.]

Recommendations

The Committee observe that the DGOF in this case placed an indent
with the DGORD in February, 1965 for supply of 14 tonnes of ferro-
tungsten without making any provision for foreign exchange. The DGOF
had heen wivised earlier by the CSIR that three firms in the countrv had
been licensed 1+ them to produce ferro-alloys but that this was with im-
ported raw materials. The DGOF should have therefore obtained prior
foreign exchange clearance before raising the indent on the DGS&D. The
omission to do this and the time spent later in getting the foreign ex-
thange ve'rase resulted in 2 situation where the original tenders lapsed.
When fresh tenders were called and orders placed, Government had 1o pay
Ry 8 lakhs extra, '

The Committee would like the Ministry of Defence to examine why
the DGO did not obtain prior foreign exchange release for this trans-
ation in spite of the information received from the CISR that the firms
licensed by them for production of ferro-tungsten were dependent on sup-
plies of raw material from overseas.

[S1 No. 38, 89 (Paras 1.262 and 1.263) of Appendix to 110th
Report (4th Lok Sabha).] .
Action taken

: The PAC has observed that before placing the Indent for 14 tonnes of
“ro-Tungsten on the DGS&D in February, 1965, DGOF should have
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obtained prior foreign exchange clearance and the omission to do this on
the part of the DGOF and the time spent later in getting the foreign ex.
change released resulted in a situation where the original tenders lapsed
and conscquently when fresh tenders were called for and orders were
placed, Government had to pay Rs. 3 lakhs extra, The PAC has desired
that the Ministry of Defence should examine why the DGOF did not
obtain the prior foreign exchange release.

This matter has been examined. The reasons why DGOF did not
obtain foreign exchange release in this case before placing indent on the
DGS&D are as follows:

CSIR had indicated in their letter No. DCU/MML/63(C) dated
22.1.65 (copy enclosed) certain developments in regard to the indigenous
manufacture of Ferro-Tungsten, They had specifically mentioned that of
the three parties to whom the process develoch by the National Metal-
lurgical laboratory had been licensed, two firms had made sufficiem
progress for the production of different ferro-alloys and were taking action
for procurement of different raw materials. It was also suggested in the
above letter that the requirements of the DGOF could be met by anv of
the firms licensed by them, who were taking action themselves for import.
ing the raw materials including Tungsten Concentrate through the Statwe
Trading Corporation, This clearly gave the impression that foreign ex-
change assistance was not required by the party, howsoever they were de
pending on supply of raw materials from overseas. Accordingly, DGOF
placed: the Indent on DGS&D and while doing so forwarded a copy of
the CSIR letter referred to above for necessary action and guidance, since
bulk procurement of ferro-allovs is not donc bv the DGOF direct but
through the DGS&D.

Further at the time of placement of the Indent the amount of foreign
exchange requirement, the purpose for which the foreign exchange would
he utilised namely whether for importing raw material (Tungsten Con-
centrate) or the complete ferro-allows. were not known to the DGOF. In
fact. DGS&D's letter No. SCA-1,1079/039-A ‘11, dated 5.5.65 (copy encloscd
mentioned that one offer that was received from firm ‘A’ referred to in
paragraph 1.253 of PAC's Report and who was one of the licensed parties,
was for supply without foreign exchange which would show that prior
release of foreign exchange was not essentially called for.

In the context of the above position there was no omission on the pat
of the DGOF in not obtaining prior forcign exchange clearance hefore
raising the Indent on the DGS&D.

[Ministry of Defence Fo No, 4/2770/D(Prod) dated  5-10-70.

Cory or perier No. DCU/NML/63(C) patep January 22, 1965  FroM
Surr A. K. Bose, DEFence Co-0rDINATION OFFICER, CSIR, NEw Drerin
To DR. V. RANGANATHAN, DEPUTY CHIEF  SCIENTIST, R&D ORGANISA-
TION, NEw DELHL.

1 would like to invite vour kind attention to Dr. JVSR Anjaveynlu’s
p.O. lqttcr No. 25A/0105/242 "ESC 'SA's Sectt, dated 15th December, 1004
informing us that the DGOF has agreed to place indents for their future

rgguircment of ferro-tungsten on National Metallurgical Lahoratorv pro- -
vi

ed the labmutqry would arrange for import of ore, In this connection I
would like to bring 10 your kind notice that the process developed by
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N.M.L. for production of ferro-alloys including ferro-tungsten by alemino-
thermic reactions has been licensed recently to three parties viz., 1(\? Mesars.
Llectrical Control Gear Manufacturing Co., Ahmedabad-1, (2) Messrs, R.
Sen and Co., Calcutta, (3) Messrs. Sain Dass Kishen Chand Mehra, Amrit-
sar. We understand that Messrs, R. Sen and Co., have made sufficient pro-
gress for the production of different ferro-alloys and are taking action for
the procurement of different raw materials. It is felt that the requirements
of DGOF can be met from any of the firms licenced by us who are taking
action for importing raw-materials including tungsten concentrate, through
the State Trading Corporation. Moreover, we have no foreign exchange to
spate, for the im{:ort of tungsten concentrate and as such DGOF can be
asked to contact these firms directly.

With kind regards.
No. SAC-1/1079/039-A /11
GOVERNMENT OF INDIA
DTE. GENL. OF SUPPLIES & DISPOSALS
Parliament St., New Delhi,
dated the 5th May, 1965.
To
The Director General,
Ordnance Factories,

6, Esplanade East,
Calcutta,

ATresTion: SHRI S, D, MALHOIRA

Please refer o vour Indent No. OF /G-Z.,/9211 '65/SP/1, dated 22/23rd
Fcb, 65 for supply of 14 tons of Ferro-Tungsten. An enquiry was issued to
t hirms in('lmiing the three firms mentioned in the indent as likely source
of supply. In response we have received only 5 offers including one from
M/s R. Sen & Co., Calcutta who are one of the three firms mentioned in
vour indent, ‘The other two firms mentioned in vour indent have not fur-
nished any quotation. They have again been asked to submit their quota-
nons,

Out of the five ofticers received, 4 offers are for imported stores requir-
ing foreign exchange. The only offer which does not require foreign ex-
change is from M(s R. Sen & Co., quoting Rs. 28,200/- per M/Ton FOR
Calcutta for supply in 60 days from date of receipt of Wolframite from
indigenous or imported sources. This firm has been asked to confirm that
the stores offered by them arce strictly to tender specification, In the letter
enclosed with your office letter No. 931163 /G-2,SP/T dt. 23rd Feb, 65 it
was stated that no foreign exchange is available for the import of Ferro-
Tungsten. The only offer wcvi\'cci‘ by us not requiring foreign cxchange
is from M/s R, Sen Co. at Rs. 23200 per M Ton. as against the indent
estimated rate of Rs. 134900 . per M/Ton. The only indigenous offer ex-
ceeds the estimated value by more than 66 2/3 per cent and I shall therefore,
be glad it vou please let me know whether additional funds are available
if we decide to place an order on M/s R. Sen & Co.

&1 B. N. KHANNA,
Director (Civil Armaments),
for Director General of Supplies and Disposal.
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Recommendation

The Committee observe that the BGOF in this case placed an indent
with the DGS&D in February, 1965 for supply of 14 tonnes of ferro-tungs-
ten without making any provision for foreign exchange. The DGOF had
been advised earlier by the C.S.I.R, that three firms in the country had
been licensed by them to produce ferro alloys but that this was with im-

rted raw materials. The D.G.O.F. should have, thercfore, obtained prior
oreign exchange clearance before raising the indent on the D.G.S.&D. The
omission to do this and the time spent later in getting the foreign exchange
release resulted in a situation where the original tenders lapsed. When
fresh tenders were called and orders placed, Government had to pay Rs, 8

lakhs extra.
[SI. No. 38 (Para 1.262) of Appendix to 119th Report (Fourth

Lok Sabha).}

Action taken

These Recommendations are intended for the Department of Defence
Production who have since furnished their reply wvide their O.M. No.
26(4)/70/D (PA) dated the 12th November, 70 (copy enclosed).

[Ministry of Supply O.M. No. PII1-21(32)/70 dated 8-2-71.]

No. 26(4)/70/D(PA)
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
(DEPTT. OF DEFENCE PRODUCTION)
New Delhi, the 12th Nouv, 1970,
OFFICE MEMORANDU M

SuBjECT: ~—.Action taken on the recommendation contained in the 119th
Report of the Public Accounts Commitiee (4th Lok Sabhay
relating to the Ministry of Defence,

The undersigned is directed to refer to the Lok Sabha Scevetariat Q.M.
No. 3/1/20/1/70/PAC, dated 1-9-1970, on the above subject and to for-
ward herewith 40 copies of reply in respect of recommendations Nos. 38,
39 and 40 of the PAC's 119th Report, 1969-70 (4th Lok Sabha).

Sd/- SN KAPUR,
Section Officer.
To:
The Lok Sabha Sectt.,

Parliament House,
NEW DELHI,

Recommendation
Deficiencies in stock
(a) Semi-finished garments in an Ordnance Factory

The Comminee_note that the C.R.IL are investigating into the various
lapses that occurred in an Ordnance Clothing Factory where a special stock
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taking ordered by the DGOF in September, 1968 revealed a shortage of
Rs. 2.62 lakhs worth of clothing material. The Committee trust that speedy
action will be taken in the light of the findings of the C.B.IL to fix responsi-
bility for the lapses noticed. The procedures should also be suitably tigh-
tened up with a view to ensuring strict control on stocks and periodical
stock taking and reporting of the stock position to higher officers.

[Sl. No. 43 (Para No. 1.289) of Appendix to 119th Report (4th:
Lok Sabha)]

Action taken

The CBIl has since completed their investigation, The findings of the
CBI in this case were that no case of embezzlement of woollen cloth was
revealed and no case could be made out against any of the officials. In the
context of the above position, no disciplinary action has been initiated.

Addl. DGOF conducted an enquiry into the reported deficiency in
stock. The findings of the cnquiry were that the deficiencies had mainly
occurred due to faulty procedure in that rejections in manufacture due to
material defects, were not set off against “the flag allowance”, viz., the extra
material supplied free by the mills 1o cover material defects in supply. This
lacuna has since been removed by issue of Government orders under Minis.
try of Defence letter No. 42, P/C/OEF/9017/67 /D(Prod) dated the 13th
August 69 (copy enclosed).

‘The question of regularisation of loss of the deficiencies is still under
correspondence with CDA (Fys).

[Ministry of Defence, File No. 47 70/D(Prod) dated 22-11.70.]

No. 42/P/COEFRHMI7 .69 DiProd)
GOVERNMENT OF INDIA,
MINISTRY OF DFFFNCE,
(DEPARTMENT OF DEFENCE, PRODUCTION),
New Delhi, the 13th 4ugnst, 1969
To
The Addl. Dircctor General, Ordnance Factories,
{O.E.F. Group),
44, Purk Street,
Calcutta-16 (15 copies).
Stsjear: —Rejection in Ordnance Clothing and Pavachute Fartories,
Sir,
I am directed to refer to M of D letter No. 15(8)/56 4709 D{Prod),
dited 14-7-56 on the above subject and to state that considering the
cenditions peculiar to Ordnance Clothing and Parachute Factories, the

President is pleased to decide on the following amendments in its appli-
cation to these factories: —

(i) The ?crccmugcs for unavoidable rejections duc to dcfﬂ'_t in_
manufacture will he provided in the estimates on the basis of
past one year's rejections on this account.
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(ii) For rejections duc to bad materials a system of issue of re-
placement warrants on ars ‘‘as required basis” will be follow-
ed. For this purpose, the comparison will be made at the end
of the year, getween the total drawals of each type of mate-
rials on scveral replacement warrants for different gurments
using the same material, with the total drawals of the same
material against the several manufacturing warrants ir. that
particular financial year. If total drawals for replacement pur-
poses are within pro rata ‘flag allowance’ available on the .basis
of total drawals of the material on the manufacturing war-
rants, then drawals on replacement warrants weuld need no
regularisation.

2. The above instructions will come into force from 1-4-69 and will
be reviewed after one vear. Replacement of defective materials will be
allowed in accordance with the above procedure. Replacement of defec-
tive material in respect of warrants cutstanding on 31-8-69 will #lso he
permitted in accordance with the above laid-down procedure.

3. Anv subsidiary instructions considered necessary may he issued
by vou in consultation with Audit and Financial Authorities.

4. This issues with the concurrence of Ministry of Finance (Defence)
wvide DFA Fys. u.o. No. 8322/IV/OF, dated 5-8-69.

Yours faithfully,

Sd - D RLIYER,
Under Secretary Lo the Govt, of India.

Copy forwarded to:—

The Financial Adviscr,

Ministry of Finance (Defence) with relevence to his v.o, No. 33221V
OF, dated 5-8-69 for communication to the Director of  Audir,
Defence Services and the Controller General of Audit, Defence
Services and the Controller of Defence Accounts/Fys, Caleutta,
and Assistant Audit Officer, Defence Services, Kanpur.

The DFAFvs., Calcutta,
The DFA/B., New Delhi.

Recommendation

It is evident that the case was dealt with at all levels in the most
routire fashion. The Commitice would like Government to evolve a pro-
cedure to ensure that investigation in cases of this type are  completed
within a pu.-k‘(‘xihcd period, sav six monthy or so. Any delay would only,
make ascertainment of facts and establishment of guilt difficult.

[Sl. No 50 (Para No. 1.311) of Appendix to 119th Report (4th
Lok Sabha]. ) Ppe 0 Report (
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'

‘Action taken ‘

On rccei/l,)t of a complaint by Dircctor General of Inspection in
Octoher, 1964, Investigation was carried out regarding the state of
Accounts of Chief Inspectorate of General Stores, Kanpur which revealed
an unsatisfactory state of accounts, Consequently, audit authorities were
requested on 14-11-64 ta carry out a detailed audit of Public and Regi-
mental accounts for a period of 8 years beginning from September, 1961,
Audit, however, agreed to carry out a cent per cent audit for a period
of one year and to extend the scope of audit to 3 years, if required as a
result of the audit for one vear. The audit revealed a shortage of
Rs. 17.500 in the public fund accounts and Rs, 600.65 in the iegimental
fund for the period February, 1961 to November, 1964. Audit Report on
cent per cert andit of accounts for September, 1963 to November, 1964
was received on 15-2-65. The Administrative Officer and the Cashier of
the unit who were serving during the period in question jointly volun-
teered in December, 1964 to recoup the financial deficiency on a morth’s
notice, They were asked to do so by 5th January, 1965 without prejudice
te legai or departmental action that might ultimatelv be decided upon.
Fhe individuals asked for extension of time limit and were informed on
7-8-65 to deposit the amount. However, no such amount was deposited
n the individuals who on receipt of instructions that they should de-
poesit the money without prejudice to the legal or departmenual action,
asked for setting aside this clause which was not agreed to.

In accordante with CVC diredive every case in which a gazetted
officer is involved is required to be submitted to CVC for guidance as
to the manner v which it is to he dealt with, Although the aodit report
was sl awaited, Cominission’s advice was sought in January. 1965, In
Javuary, 1963 CVC enquited whether the defalcation was reported to
the Jocat police. A veport to the police could not be made since lodging
of a formal report wiadr the local politce in the absence of the Audit
Report was comside: -1 net i order. Further lodging of the report with
the polire would have resulted in impounding of all the documenis which
were necessaty incarrving out the cent per cent chedk in progress to
determirve the actual loss. Further, question of taking departmental ac-
tion, would also arise only when quantum of loss and responsthility there-
of wore determined. CVC however, directed in May, 1965 that the matter
might v handed over o SPE for investigation. Accordingly it was done
in June, 1965 and RC 25 65 was registeied.

In Januarv-- March, 1966 SPE authorities asked for monthh state-
ment of assets and liabilities 10 be prepared. to arrive at the  exact
amount of misappropriation so that the imvestigation be procecded with,
‘The recast account prepared by Administrative  authorities  were  for-
warded to CBL/SPE in Julv, 1967, Sinte the SPE would not be .ble to
prosecute the delinquent officials in a court of law unless the halance
sheet drawn up by the Admivdstrative authovities was verified in Audit,
DG n'qucstecr for the verification of the balance sheet drawn up
DG Organisation. Since the verification of the bhalance sheet could rot
be arvanged for one reason or other. SPE was advised to proceed  with
the investigation of case against the delinquent officials in the absence
of veritication of the deficiencies worked out by the Adwministration.
The report of the SPE was received on 27-12-67.
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Of the two delinquent officials involved in this casc of embazzle-
ment the Administrative Officer expired on 81-12-67 and the Cashier
retired from service w.ed, 31-5-66. The cashier was retired from service
or: attaining the age of 55 vears after issue of 3 months' notice under
the rules, in consultation with Ministry of Home Affairs (CBI), as it was
considered that departmental action under Article 351A of CSR could
be taken against him cven after his retirement. This was done in the
interest of State. The proceedings agairst the ex-cashier were finalised
in July, 1970 with the issue of Govi. Order No. T. 13/10/Vig 635, dated
14-7-70 awarding the Penalty of withholding Permanently 50 per cem
of his pension and the entire Death-cum-retirement gratuity which would
otherwise be admissible to him.

PAC's Recommendations as regards the expeditious finalisation of
investigation in cases of this type have been noted for guidance. ''he
delw in finalising this case was on account of the circumstances detailed
above. As regards expeditious investigation of cases of this type, orders
are issucd by the Ministry of Home Affairs frem time o time for quick
disposal of complaints and disciplinary cases. It may, however, not be
alwiuyvs possible to complete investigation and action in respect of such
cases within a ]l)rcscril)cd period of six months or so as recommended by
the PAC but all efforts will be made to ensure that such cases ave fina-
lised wiih the maximum expedition possible.

[Ministry of Defence File No. 1(203,70-D(Prod), dated 21-11-70].
Recommendations

In the Committee’s opinion. these two cises underscore the need
for better co-ordination between the DGISM, London, and the Service
Advisers to the High Cemmission in London in the matter of procure
ment of stores and cquipment. In the first case, the Air Adviser was
able 10 obtain cheaper rates from the RAF for stores for which DGISM
had in the same month placed orders with the trade in UK. In  the
second case, the DGISM wis able to procure stores from the trade at
rates below that at which they were ordered by the Air Adviser three
months fater. The overall d:fference in cost both  the cases on  the
stores procured was Rs. 101 lakhs.

The Commitice consider it essential that better coordination should
be sccured between them so that the rates paid by them for the same
item do not vary For this purpose, the Committee would like the fol-
lowing course of action to be adopted: '

(i The indenting authorities in India should while rising in-
dents on the Service Advisers as well as the ISM, ndicate
in cach of the indents the prices previously paid for these
stores procured through both the agencies, :

(iiy Copics ol conttacts placed by ISM in so {ar as they pertain
to the requirements of the Services, should be endorsed to
the Services Advisers and Vice versa so that each of thesc

urchasing agencics would know what prices had been paid
or commun items of stores procured by them,

:Serial Nos. 73 and 74 (Paras 3.39 and 3.10) of Appendix to
11th Report (4th Lok Sabha) )
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Action taken

The existing procedure provides that indents for stores of West
Fuvopean or American origin are to be sent to the Department of Supply
who cross-mandate those items which cannot be purchased in India, to
the DGISM London or the DGISM  Washington., Indents of small
value not exceeding Rs. 1.40.000 for aircraft  spares and  Rs. 35.000
for other stores are to be sent direct to ISM under advice to the Depart-
ment of Supply. ISM, however, does not accept indents of low value und
thercfore indents costing less than £ 25 or equivalent arve pluced on the
Air Adviser/Air Attache for procurement by local purchase,

2.°At times situations arise when spares and cquipment are tequir-
vd immediately to make an aireraft on ground serviceable, or o meet
operational requirements: or to replenish stocks upto the approved mini-
mum stock level. Indents for such immediate vequirements are placed
on the concerned Air Adviser /Air Attache for procurement by local pur.
chase In the case of urgent items which are not available from Trade
sources in LK. with the required expeditiousness, the Air Adviser in
London approaches the Ministry of Defence (Roval Air Force: under
an arrangement whereby they have agreed 1o supply out of their own
stocks TAF's cemergent requirements of equipment and spares in smuall
quantities and that too only in those instances where the requiremcnts
camot be obtained by the Air Adviser direct from the wrade.

As explained by the represemtative of the Ministry of Defence be
fore the Public .'\(mmlp Committee, the aforesaid arrangement is a spe-
cial one to meet immediate requirements of the IAF in small quantities,
and therefore, the Ministry of ‘)efcncc. U.K. cannot be treated as a sub-
stitute source of supply for the trade. Morcover, the prices quoted by
the RAF are fixed according to their rules and procedure and are not
negotiable. In view of these considerations, it will not be appropriate
to compare the prices quoted by the trade and the prices at which sup-
plies are made by the RAF. It will also not be prudent to give an im-
pression that we are uving to put the Ministry of Defence (RAF) in
competition with the trade. In fact, the special arrangement with the
Ministry of Defence (RAF) is subject to review by the RAF authorities.
Therefore, if the UK., Ministry of Defence get an impression that we
are trying to get the items either from the trade or from them dcpending
upon whose price is cheaper, the RAF mayv review the continuance of
the special facility that has been extended to us. The Ministry would,
thercfore, submit that this aspect of the matter need not be pursued
further. However, whenever emergent indents are pluced on AA London,
details of indents/contracts for the same items %cnding with ISM, if anv,
are invariably mentioned in the signal with the request that the AA
should resort to local purchase only if the requircments caunot be met
by ISM cxrcdi&iouﬁly from the existing dues in. Likewise the 1SM
Loudon will be kept informed of any procurement done by AA London
in respect of items for which indents are outstanding with ISM. so 1hat
the quantity of items to be contracted by ISM can be adjusted 1o the
cxtent possible, In both cases, the last purchase prices paid for the items
previously (if any) by ISM or the Service Adviser would aiso be made
available to the Service Adviser or the ISM as the case may he
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3.1. In regard to the Army, there is no special arrangement like the
one existing on the Air Force side. The existing indenting procedure for
imported stores on the Army side is indicated below: —

(a) Spares for fire Control Instruments and Other Stores

All indents costing upto Rs. 1,40,000 in respect of FCIs spares
and upto Rs. 35,000 in respect of other stores will be placed
by Army H% Store Sections directly on the 1SMs London/
Washington for trade supply items and on the MA in UK
for stores to be procured from UK Government,

b) MT Spares

All indents valuing upto Rs. 140,000 in respect of AFV
Spares and Rs. 35,000 in respect of other MT Spares required
urgently for ‘OPERATIONAL PURPOSES ie. required
within a period of 3 months from the date of raising the in-
dents, will be placed directly on 1SMs LONDON /WASHING.
TON for trade supply items and on MA in the UK for stores
to be procured from UK Government.

() The MA in UK is empowered to made local purchase of stores
against emergent demands upto the value of Rs. 10,000, All
such emergent indents are placed directly on the MA.

{d) Indents other than those mentioned in sub paras (a). (b) and
(c) above are placed on the Central Indent Section of DGS&D
Organisation for cross-mandating them to ISMs LONDON/
WASHINGTON for trade supply items and to MAs in UK/
USA for items to be procured on Gov.ernmcm to Government

level.

(e) Last source of supply and the price are indicated on the in.
dent form.

8.2. Existing instructions on the indents falling under the category
(d) above provide that DGS&D should, while cross-mandating Ordnance
indents, bear in mind that indents, procurement against which is to be
arranged from UK Government, are addressed to MA in UK and those
intended for trade SUP&IJ items are sent to ISMs LONDON /WASHING-
TON as the case may be. This is being done to avoid transfer of indents
between ISMs and the MAs and thus avoid the resultant delays in pro-

cureinent,

4.8. It will, therefore, be seen from the above that copies of indents
intended for MA in UK are not being endorsed to ISM and visc.versa,

4. On the Navy side, the common user items which can be ohtained
ex-stock from the Ministry of Defence (Navy) UK. are ptocuted from
them through the Naval Adviser, and the items which are not available
with the Ministry of Defence (Navy) U.K., but otherwise available ex-trade
are procured through the DG, ISM, London. On occasions when the
items required urgently are not readily available with the Ministry of
Defence (Navy) UK., the procurement is arranged by local purchase
through the Naval Adviser. In the case of procurement of such items
ex-trade, care is taken to ensure that the same items are not already on
order with the DG, ISM and, if on order with DG, ISM, the DG, ISM is
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requested to expedite the supply of items, by air freighting them in view of
the urgency of the requirements. The procurcment activities of the Naval
Adviser and the DG, I1SM do not therefore overlap.

[Ministry of Defence uo. No, 57(10)/70/D(Air-I), dated
'28-11-1970.]

Recommendation

The Committee find that in both the cases mentioned in the Audit
Paragraph the construction of residential accommodation at a cost of
Rs. 18.04 lakhs preceded the construction of technical accommodation
to be provided to the two units which were to have been positioned
at these stations. The accommodation, has, however, not been utilised,
as the units have not so far been stationed at these places. While delay
in the positioning of units due to unforeseen circumstances is understand-
able, the construction of residential quarters before any provision has
heen made for technical accommodation for the units shows a deficiency
in planning. The Committee would like to be informed when the deci-
sion not to sct up the units was taken and whether at  that time the
leasibility of stopping further construction of accommodation was
examined. The accommodation should also be transferred forthwith to
other needy organisations, if there is no prospect of their vse by the
SCPVICLS.

{Serial No. 82 (Paras No. 3.82) of Appendix to 119th Report
(Fourth Lok Sabha).]

Action taken

In the 'Government sanctions issued on 2Ist March 1964 and 20th
May, 1964 for the provision of operational, technical and domestic accom-
modation at the stations, certain portion of the technical accommodation
was marked “Provisional”. This was done as the specifications in respect
of the technical accommodation were to have been made available by
the selected Contractor after final survey of the proposed sites had been
ctomplered. The date by which the specifications for the technical build-
ings would have been made available to Air HQ was therefore depen.
dent on the selection of the Contractor and the finalisation of the sur-
vey of thie proposed sites. This period prior to the commencement of the
mstallution was expected to take about a vear and hence the equipment
required to be installed in the technical buildings was scheduled to
commence in April, 1966. The design/approval for technical buildings
and foundation by a foreign Government was to be finalised by March,
1065 but on account of certain slippage it was postponed 0 August,
1%5. However, as a result of Indo-Pak episode in Kutch in April, 1963
and subsequent conflict in September, 1965, the position  altogether
changed and the foreign Government concerned suspended all military
aid in  September, 1965. Thus the supply of drawings 'specifications/
cquipment tor the technical accommodation in question were withheld
along with other military supplies by the foreign Government. In view
of this the units requirced for the purpose were not raised.

2. In pursuance of the sanctions mentioned above, the Engineers
took in hand the construction of the accommodation for which no
drawings/specifications were required to be furnished by the foreign
Government concerned. By constructing the married accommodation
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within the time available with them pending the receipt of drawings/
speciiauons for the technical accommodation, the Engineers planned
10 make available residential accommodation, to the personnel who
would have been required to be posted for installation etc. by the
middle of 1966, The contract for 41 quarters was accepted on 2lst De-
cember, 1964 and the work commenced on 16th January, 1965 while for
38 quarters tenders were accepted on 5th December, 1964 and the work
commenced in the last week of December, 1964, Thus the Engincers had
no inkling that such circumstances would develop only a few months
later which would upset the entire programme.

3. In Scptember, 1965, when the foreign Government concerned sus
pended the Military aid, the construction of residential accommodation
had advanced to such a stage that the stopping of anv farther construc-
tion would have resulted in large scale infructuous expenditure.  'the
obligations arising out of the contract would have had to be tulfilled in
the eventuality of stoppage of construction which would have resulted
in considerable loss o Government, Physical progress of  the  nunnied
accommodation in question in September, 1965 was as under: -

(iy 4i Quarters

Officers” quarters . S U
MWOQOs 'W0Os and Flt. Sgts quartas PR (1
Sgts. quarters . . . . 8h
Cpls, AC's quarters o R ¢ (S
(if) B8 Quarters
Officers’ quarters .. Lo
MWOs 'WOs and Flt. Sgts quarters ... .o Bjer
Sgts. quarters 517
Cpls /ACs/servants’ quarters . N1 LA

Al the 41 quarters at the first site mentioned above are in use of the
Air Force. Out of 38 quarters at the second site, 45 are heing utilised
by IAF and possibilitics are  being explored to utilise the remaining
ones.

4. The residential accommodation would be fully utilised for the
purpose for which these were constructed However, in the meantime,
none of the quarters can be given to organisations not associated with
the Defence Services as it would involve security risks,

5. D.A.D.S. has seen.

[Ministryg_, o]f Defence U.O. No. F. 2(5)/68/D(AirII) dated
5-1-1971.



CHAPTER 1V

RECOMME,NDATIONS/OBﬁERVATIONS REPLIES TO WHICH
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND
WIHICH REQUIRE REITERATION

Recommendation

Apart from lack of adequate know-how and various other procedural
dclays, an important factor which apparently retarded the progress of
the production would appear to be the fact that cooperation from the
foveign collaboration has not been so rapidly forthcoming, It was stated
during evidence that at the initial stage “there was difficulty in getting
all the drawings ete.” from the collaborators and this, in turn, led to
delay in procurement of plant and machinery needed for indigenous
production. The Committee would like it to be impressed on the col-
laborators that the progress in production has not been satisfactory and
that they have to share the responsibility for this state of affairs. Fot
the futute, Government should examine what safeguards should be
built into collaboration agreements of this type, so that the collaborator
gets a stake in censuring that contemplated production  schedules are
achieved. Ultimately the solution to the problem lies in developing ex-
pertisc in the country through intensificd rescarch and dcvelopment
cffort,

[Serial No. 5 (Para 1.66) of Appendix to 119th Report (1969-70).]

Action taken

As regards the question of assigning responsibility to the licenser for
any declay or shortfall in production, this would depend on the extent
to which the Government are able to build in provisions to this effect
in the agreement with the licenser., While specific cases are brought to
their notice and discussions arc held at cven very high levels, it is not
always possible to make an issuc out of the delay or other difficulty be-
fore we ourselves have mastered the technique as it would make our
own position vulnerable because, instead of joint investigation and reme-
dial action, we will be getling cntangled with legal and other issues.
Such issucs can be raised only wherc we have sufficient cvidence that
there has been an attitude of non-cooperation or adoption of dilatory
tactics in 1espect of fulfilling any of the obligations in terms of the ag-
recment. This has not been so in this case. It is noted that the ultimate
solution to the problem lies in developing expertise in the country to-
wards which efforts arc constantly being made through various means
including intensive training in the collaborator's works.

(Ministry of Defence File No. 5/2/70/D(Proj) dated 21-11.70.]
Recommendations

The Committee note that 3057 fuzes for this ammunition produced
indigenously at a cost of Rs. 40,000 have turned out to be defective.
Due to production not having been satisfactorily -established Govern-
ment have been forced to resort to import of fuzes. 60.000 numbers were

91 : : !
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imported in 1964, 1,20,000 numbers in 1967 and an identical number in
1968.

It is a matter for concern to the Committee that it has not still
been possible to identify the cause for failffe of the indigenous fuzes.
The matter needs to be pursued with the collaborator who should be
asked to rectify the fuzes at his cost and reimburse Government for the
losses sustained. The Committee would also like to be apprised of the
steps taken to stabilise indigenous production at a satisfactory level, so
that imports could be avoided. It seems particularly necessary to stop
imports, as imported fuzes are stated to be costlier than indigenous

fuzes.

|Serial Nos. 8 and 9 (Paras 1.69 and 1.70) of Appendix to 110th
Report (4th Lok Sabha).]

Action taken

Even though 3,057 numbers of fuzes were rejected in proof out of
about 80.000 numbers produced earlier, incidence of rejection in subsc-
quent production has been rare and in fact out of about 2 lakh fuzes

oduced, there was no further rejection. As regards PAC’s obscrvation
that the Collaborator should be asked to rectify the fuzes ut his cost.
this matter has been fully examined. It is felt that the loss of 3,057 num-
bers of fuzes in a total production of 80.000 fuzes may not be considered
abnormal. particularly 1n the development stage. Further. the fiim col-
laborated with us as and when required in terms of techuical assistance
for investigations and trials both at Ordnance Factorv, Khamaria as
well as at their works. There is. therefore, no reasonable ground for
penalising the Collaborator on this account.

As regards stabilisation of indigenous production it may be stated
that after acceptance of somc dimensional tolerances by the Inspector
based on thc recommendations of the Factory, the position of manufac
ture has improved. Further following the investigations on empty fuzes!
components, the Collaborators have made certain  recommendations
which are under implementation by the manufacturing factory. The Col-
laborators have also supplied the details for the mode of inspection.
Perceptible improvement in production has since been ohserved in re-
cent production by adopting the ucthod reccommended by the Collabo
rators. Somc more data are vet to come from the Collaborators which
are being progressed and it is expected that once all these are adopted
in current production, indigenous production will be stabilised. Produc-
tion is now going on at a stcady ratc of approximately 8,000 numbers
per month of filled fuze.

As regards further imports of fuzes, recommendations of the PAC
are noted, The question whether any further imports of fures will be
required will be subjected to very careful consideration keeping in view
the above rccprpmcndation, quantum of indigenous production of the
fuzes, the anticipated production target of the ammunition and urgency
of the requirements of the Services for the ammunition.

[Ministry of Defence F. No. 4/6/70/D(Prod) dated 22.11.70.]
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" Recommendation

The orders for the import of this ammunition valued at Rs, 7.22
crores were placed with the firm in September, 1966. The ammunition
was “received in several lots on different dates” till, in February 1968,
Government decided after testing the ammunition, that further imports
should be stopped (after a little over, 54 per cent of the ‘contracted’
quantity cf ammunition, had been declivered). The ‘check-proof’ on the
ammunition are stated to have been carried out on different dates bet-
ween June 1967 and June 1968, and their results to have become avail-
able between February 1968 and December 1968. The Committee would
like the Government to investigate why the results of the check-proof
hecame available so belatedly, and whether this delay made timely ac- -
tion for stoppage of further import impossible. It should also be investi-
gated whether there was delay in starting the check proof immediately
after the first consignment of imported ammunition was rcceived.

[Serial No. 11 (Para 1.111) of Appendix to 119th Report (1969
70).1

Action taken

Samples for check proof were selected immediately on  receipt  of
ammunition details from the consignee, CA.D. Pulgaon. Intimation in
respect of the hirst two consignments was received from the depot in
May 1967 and the check-proof was carried out in June 1967. These dates
would indicate that there was no delay in carrving out the check-prooi.
It may be mentioned here that the object of check-proof is to ensure
that the ammunition received in India are (a) in serviceable condition
rdetermined by firing a few samples picked up from different lots /boxes
at random). (b) have not suftered any damage or  deterioration during
handling and transportation (determined by visual inspection), and (c)
have the anticipated remaining storage life (determined by chemical
examination of explosives after breaking down the ammunition). Samples
tor check-proof are drawn from a few representative lots only and sen.
tence on the entire consignment is given based on the check-proof test
results, Range and Accuracy Tests do not come under the purview of
normal check-prool. It will be scen that the purpose and scope of check-
proof is limited and it is not to be treated as acceptance proof which
wan carried out in this tase by the supplict’s Inspectors as provided in
the contract

During the check-proof carried out in June 14967, defects like short-
ranging and blinds were obscrved. A re-proof was carried out in August
1967 when besides short-ranging rocket failures were also observed. It was
then decided to carry out “Double Re-Proof’ (i.c. with double the quan-
tity of bombs for normal check-proof). This was completed in Dec. 67,
when the pattern of defects was repeated. Such defects were not indicated
cither in the final inspection and in the proot reports received from su
pliers or in the reports forwarded by our representative who attended the
liring tests in as an observer. It was, therefore, decided to carry out compre-
hensive Range and Accuracy trials (which are normally carried out by the
Rescarch and Development Organisation as Evaluation tests before clear-
ing the design). T trials were conducted in January 1968. The defects
were confirmed In these trials, It will thus be seen that the results of the
trials which formed the basis for ukin&:p the matter with the suppliers
hecame available only by February, 1968
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Merely on the basis of the first check-proof results carried out in June,
67, it would have been a premature action to attribute the failure to a
design or manufacturing defect, more so when the check-proof results on
the earlier consignment of 1962-63 had not indicated any defects.

[Ministry of Defence File No. 40 (4)/70/D(Projects), dated 23rd
November, 1970.]

Recommendation

The Committee were also given to understand that the ammunition
was tested before import and the inspection tests were carried out by the
experts of a foreign country, when observers from our country were also
presént. It is not clear how the fact that ammunition was defective in
the matter of dispersal as well as range escaped notice during this inspec-
tion. The Committee would like this aspect of the matter also to be
thoroughly investigated.

The Committec would like to be apprised of the findings of the
investigation into all the foregoing points.

[Serial No. 12 (Para 1.112) of Appendix to 119th Report (1969-70).]

Action taken

The final inspection and proof as received from the suppliers did not
indicate any defects in the Bombs. A representative from our High Com-
mission in London was present at the time of final proof firings carried
out by the firm when defects like blinds, rocket failures did not occur.
So far as wide dispersion in Range and Accuracy is concerned, it may be
mentioned that the Range and Accuracy test of filled bombs were not
carried out in the presence of our representative from the High Com-
mission in London, being not part of the Final Acceptance test. Range
and Accuracy test are comprehensive firing trials which are carried out
only at the design evaluation stage. This involves firing of a large quantity
of ammunition. The Range and accuracy tests, therefore, do not form a
part of final acceptance tests for the normal out-turn lots.

Ministry of Defence File No. 40/4/70/D(Projects), dated
[ 23-11-70.] )

Recommendation

The Committee are of the opinion that the Military Engineering
Department accepted substandard work done by the contractors in respect
of the runway as well as taxi-tracks, The representativc of the Ministry
of Defence stated that in the view of the Engineers, “it is really a tribute
to the tenderer that in four months, he could finish a job of this magni-
tude”. The engineers of the M.E. Department could not, in the circum-
stances of the case of expected to express a contrary view. In any case it
is difficult to square this view with the findings of the user (the Air Force)
who Tted within four months of taking over the work that the condi-
tion of the air field “has iivcn cause for concern” and raised “the vital
g_negnon of safety of valuable aircraft and even more valuable pilots.”
L mngwt_he def_ec:.:dfound ‘i‘n bol:h the taxi-tracks and the runway. the Air

orce Wing pointed out they “have cracked at man ces” creating “‘pot
poles”, “of Botq 6” width which are a rea] dang);rpltao aircraft ’ntgaxig;'
taking off or landing”. The Wing rcported that the pot holes “revealed that
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the material can be easily scrapped with an ordinary shae?_ edge” “with some
of the holes filled with just plain tar which is washed away in rains or
melted with heat’. It was also stated that no proper camber *“had been

rovided on the runway”, which was “water logged at many places” with
the further possibility of this condition “aggravated with heavy rains”:
This, they pointed out “can lead to serious accidents” when aircraft takes-

off on land,

It is also significant that laboratory analysis of certain samples of con-
crete used in the run way and taxi-tracks though carried out rather
belatedly—disclosed that the concrete used was “leaner than specified in
the contract”. The Ministry of Defence have stated that the technical
opinion is that such sample analysis carried out ex-post-facto cannot yield
reliable results, However, the Committee find that a team of technical
experts constituted by the Vigilance Commission to go into this question
came to the conclusion that, while “complete reliance may not be placed
on the result of chemical analysis” and “errors of 20 per cent—25 per cent
on an average are not unlikely”, these data could still provide “useful
confirmatory evidence in cases where the strength or other properties of
the mortar or concrete are found, on inspection and after carrying out
other tests, below that generally expected”. In any case, the fact remains
that the Defence authorities have been obliged to carry out further works
for improving the condition of the airfield at a cost of Rs, 65 lakhs. This
constitutes as much as 43 per cent of the original cost of the work.

The Commitiee also feel that the designs for the work which were
drawn up by the M.ES. were defective. There was for instance an omission
to provide adequate sub-soil drainage. The absence of this and “a proper
camber” for the runway led to uneven settlement of the sub-soil, with all
attendent consequences, such as water-logging, cracks etc,

In the light of the foregoing position, the Committee feel that the
case needs to be re-investigated to ascertain whether under normal circum-
stances, a work of this kind would have deteriorated to the extent reported,
unless it had not been satisfactorily executed. The question whether and
to what extent the designs for the work were defective should be also
examined in the course of this re-investigation. The Committee suggest
that the re-investigation he done by an independent body of professional
experts, Based on their findings. appropriate action should be taken.

One other aspect of the case calls for comment. Government appa-
rently took an inordinately long time to finalise the preliminaries in con-
nection with this work. Sometime in 1961, it was decided that the Services
should be kept in a state of readiness and a list of 11 or 12 air-fields was
drawn up, to be got readyv by April, 1963. However, preliminary examina-
tion of the work in connection with this particular airfield was not com-
pleted till December, 1962/ January, 1963 when the contracts were con-
(luded. As against a period of one or two years that Government took to
fimalise the preliminaries in connection with the work, the contractors
were given a period of 4/5 months for actual execution of the work. It
‘hould be examined why this situation arose, particularly in the execu-
tion of work that was considered of an emergent nature.

The Committee note that it mav not be possible to proceed against
the contractor who exccuted the work on the runwav, as an arbitrator to
whom the case was referred did not give a decision in favour of Govern-
ment, The other case relating to the work on taxi-tracks is still stated
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to be under arbitration. The Committee would like to be apprised of
the outcome of the arbitration proceedings.

[Serial No. 76 to 81 (Paras 3.71 to 3.76) of Appendix to 110th
Report (Fourth Lok Sabha).]

Action taken

The contracts entailed handling of approximately 30 lakhs cft of
carthwork, 33 lakhs of cft. of stone aggregate, 16 lakhs cft. of sand,
38,000 tonnes of cement and thousands of labour in a difficult situation
due to the remoteness and lack of resources at sitc. The airfield after
completion continued to be used by Fighter aircraft from February, 1964
to March, 1966 and continues to be used regularly by Medium transport
aircraft and sometimes by Heavy transport aircraft also.

According to the report 6t C.R.R.L, the cracks are not structural
cracks and its existence works out to 1 crack per 14,000 sft. of pavement.
The rough edges and corner spalling could possibly be due to ideal finish
not being obtained during exccution and which was difficult to achicve
when the work had to be carried out during night shifts also turning
out Rs, 1.25 lakhs worth of work every day.

2. The concrete mix was required to give a crushing strength of
4.000 lbs. per sq. inch after 28 days. The average crushing strength as
determined by r)gAR.R.I. came to 3,650 psi. (bv the method adopted an
error of 259, is possible). This result when corroborated by crushing
strength determined by Schmidts Hammer appear to be on low side as
by the latter process the average strength has been found to be 4,350 psi.
As regards the chemical tests of concrete which showed use of leaner mix,
the Government referred the matter to other agencies namely the Central
Public Works Department, Railways and the Central Water and Power
Commission. The consensus was that at the present stage of knowledge.
the validity of chemical analvsis of crores of hardenced concrcte cannot be
relied upon for determining the quality of cement used in particular
mix.

3. As regards the design of the runway, there is no evidence to show
thut it was defective for the following reasons: —

{a) The runway was designed to LUN 40. The actual value of LCN
determined by C.R.R.I. at various spots on the runway varied
from 47 to 60,

(b) The concrete mix was required to give a crushing strength of
4,000 lbs, per sq. inch after 28 davs. The crushing average
strength as determined by C.R.R.I. came to 3,650 psi. (by the
method adopted an error of 259, is possible). This result, when
corroborated by crushing strength determined by Schmidts
Hammer appear to be on low side as by the latter process the
average strength has been found o be 4,350 psi.

4. The sub-soil dramage was not provided because of technical
rcasons as brought out in the C.R.R.I. investigation report as under:—

(a) Ground watcr table was very high and came almost upto sub-
grade top in some portions during rainy season.

(b) The sub-grade soil were silty clay of low permeability.



97

(c) It was not practicable to provide an efficient sub-soil drainage
under an existing pavement,

The enginecring appreciation is that unevenness of slabs was not due to
non-provision of sub-soil drainage but due to very high water table lcad-
ing to differential settlement of soil. This even now cannot be ruled out
for future.

5. The entire matter was first investigated by a joint team comprising
a representative from Air HQ and E-in-C’s Branch. The remedial mea-
sures suggested by the team were discussed among the relgresentatives of
the Air HQ, Ministry of Defence, E-in-C's Branch, C.P.W.D. and C.R.R.L.
when it was decided to obtain a second opinion by sending a team from
the CR.R.1. The remedial measures suggested by the C.R.R.1. have been
provided in the sanction issued by Government in Deccember, 1968. The
recommendation made at Serial No, 79 in 119th Report (4th Lok Sabha)
has been noted and further action is being taken in this regard.

6. It is admitted that there has been some inadequacy in the super-
vision of the work. This was unavoidable as on account of sudden influx
of new works under the Emergency Works Procedure. Due to a large
number of priority works ordered it was not possible to re-adjust the staff
from less important stations to urgent works within such a short time as
allowed far completion of the airfield in question. Certain steps were
taken to meet the sudden shortage of staff by enrolment of officers, pro-
motion of suitable departmental candidates, ¢m loymem from the Em-
ployment Exchanges etc. but this could not be effective within the period
of construction of the airficld in question since the time was very short.

7. As regards delay in the finalisation of the prcliminaries, it may
‘be mentioned that sanction was accorded by HQ EAC in Mav. 1961
10 exccute certain works services at the airfield under operational and
cnergeney works procedure, However, taking the deteriorating situation
prevailing at that time, Air HQ decided to develop this airfield as a per-
manent base fit for use by modern jet aircraft. A Board was ordered
which assembled on 14th March, 1962 and subsequent davs. As it was
decided to make this a permancent base, the technical, administrative and
domestic requirements had to be gone into in detail and a master plan
had to be prepared so that it did not require any revision and consequent
infructuous expenditure. The Siting Board proceedings were finalised and
the approximate estimates were prepared by the middle of September,
1962. "T'he requirements of such a large magnitude had to be gone into
in great detail. Considering the sitwation and the sirategic importance of
this airficld, it was decided that the works services for resurfacing, exten-
sion of runway etc. should be executed and completed at a very carly
date i.e. by April, 1963. The proposal was submitted to Government on
18th September, 1962 and the sanction was accorded in October, 1962.
It will, therefore, be scen that the preliminaries of the work of this
magnitude were completed within a vear; the proposal was examined at
Government level and sanction issued in 14 months' time. As such, it is
telt that the time spent in finalising the preliminaries was not in ordi-
nately long, '

8. The second arbitration case has still not been finalised. On the
retirement from service of the original arbitrator, another officer was ap-
pointed as arbitrator. The Contractor objected to this appointment and
Approached the Civil Court, The Court has decided that the appointment
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of original arbitrator was according to law and he may continue as
arbitrator in this case, In consultation with the Ministry of Law, an
appeal has been filed with the High Court of Assam and Nagaland and
the case is at present pending before the High Court.

9. D.A.D.S. has seen.

[Ministry of Defence u.0. No. Air HQ/36519/40/W.11/D(Air-II),
dated 21-4-1971.]
Recommendation

The Committee have in their past reports repeatedly stressed the
need for the Defence Authorities to undertake a periodical review of the
position in regard to acquired lands so that those which are not required
. might te speedily disposed of. A reference in this connection is invited

to the Committee’s observations in paragraph 5.66 of their Sixty-Ninth
Report (Fourth Lok Sabha). The Committee note from the replies fur-
nished to them in this regard (vide page 132 of the Ninety-Ninth Report)
that the review is still in progress. The work should bec expeditiously
completed.

[Serial No. 84 (Para 3.91) of Appendix to 119th Report (Fowth
Lok Sabha).]

The review of the abandoned IAF airfields has been completed. Some
of these abandoned airfields are required by Army, Navy and Air Force
and they have been instructed to take over the airfields required by them:
immediately and ensure that there is no encroachment. As regards the
remaining abandoned airfields, it has been decided that these should not
be disposed of but should be retained for the future requirements of the
Defence Services. It has further been decided that DML&C should take
charge of all these airfields and arrange a survey to see (a) to what extent
these abandoned arifields have been encroached upon and (b) to what ex-
tent the area at these abandoned airfields is still left unencroached.

2. As regards the other acquired lands held by the Air Force, the land
is acquired on the basis of requirement assessed by a Board keeping in
view the role of particular station. These land requirements are reviewed
as and when there is a change in the role of any station.

[Minlis%ylof Defence u.o. No. F.2(14)/68/D(Air-11), dated 24-11-



CHAPTER V

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH
GOVERNMENT HAVE FURNISHED INTERIM REPLIES

Recommendation

(iii) The factory groduced the propellants in this case unnecessarily
on a large scale (Rs. 9.29 lakhs). This was wasteful, considering that the

ropellant had not been proved by then, It should be ensured that, in
Future, items which are to be proved in technical trials are not produced
in quantities in excess of these reasonably required for trial purposes.

(iv) The country is still dependant on imports for its critical require-
ments of special steels. The scope for cstablishing indigenous production
of acceptable quality should be examined as a matter of priority by the
Ministry of Defence in consultation with the DGTD, Any research sup-
port required for this purpose should be obtained from the CS.I.R. or the
Defence Research Laboratories,

{8L. No. 25 (iii) and (iv) (Para 1.165) of Appendix to 119th Report
(4th Lok Sabha).]

Action Taken

(iii) This Recommendation is still under examination in consultation
with the technical authorities concerned.

(iv) Our technical experts have carried out detailed discussions with
M/s HSL Rourkela who have indicated possibility of manufacture of the
special type of steel required for the ammunition in question by M/s HSL
Rourkela which would by and large, meet the specifications required. The
matter is under examination in consultation with M /'s HSL Rourkela and
further progress in the matter will be intimated to the PAC.

[Ministry of Defence O.M. No. 4/4:70. D(Production) dt. 23-11-70.]
Recommendation ’

The Committee observe that a firm, on which orders were placed for
soap-bars costing Rs. 13.18 lakhs, supplicd material which was found on
tests to be “significantly below standard”, Investigations into the case b
the Special Police Fstablishment revealed that “the firm had deliberately
cheated Government by supplving sub-standard stores whose value was
not even 50 per cent of the contract value” and that the officials who in-
spected the stores “accepted sub-standard stores from the firm”. Disciplinary
proceedings against the officials are stated to have been initiated and final
action against the firm is awaiting the finalisation of the case in arbitration.
The ((ilommiuce would like to be apprised of further developments in this
regard.

{SI. No. 35 (Para 1.236) of Appendix to 119th Report (4th Lok
Sabha).]

Action Taken
(i) Disciplinary proceedings are in progress. The delinquent officials
have submitted their statements to the charges framed against each. Since
they denied the charges, an cnquiry has been ordered as per rules. The
sime is in progress.
(ii) The arbitration case is in progress. Public Accounts Committee
would be kept informed of the progress.
[Ministry of Defence O.M. No. 1(24)/70/D(Prod.) dt. 23.11-70.]
)
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Recommendation

The Committee observe that the firm which supplied sub-standard
soap bars also supplied soft soap costing Rs. 1.01 lakhs which was found
sub-standard. The sub-standard soap was accepted with a price reduction
of 5 per cent, but after further storage, it was found that part of the supply
had deteriorated, further investigations thereafter conducted by the spe.
cial Police Establishment revealedg that the officer, who inspected the stores
before supply failed to draw samples properly or label the containers from
which the samples were drawn, The committee have been informed that
action has been initiated against the inspecting officer and that notice bas
been served against the firm for recovery of the sum of Rs. 19,257, for
which a suit will be filed. The committce would like to be informed of
further developments, .

[Serial No. 37 (Para 1.249) of Appendix to 119th Report (4th Lok
Sabha).]
Action Taken

The delinquent officer has since submitted his statement to the charges
framed. Since he has denied the charges, an ¢nquiry has been  ordered
which is in the process of finalisation.

2. Regarding recovery of the amount, action is being processed actively
for filing a suit against the firm for recovery of damage. Public Accounts
Committee will be kept informed of the developments,

3. D.ADS. has seen.
[Ministry of Defence F. No. 1(24);/70/D(Prod) dated 22-11-1970.]
Recommendations

The Comnittee note that a sum of Rs. 76,988 is recoverable from the
contractors in these cases as a rcsult of awards made in arbitration, The
Committee would like to be apprised of the progress of recovery,

These sums have become recoverable duc to the contractors having
been overpaid for the work. Dlsciglinar_v action against the officers and
staff is stated to have been initiated. The Committee would like them to
be expeditiously finalised and results intimated.

{SL. No. 64 and 65 (Paras 2.90 & 2.91) of Appendix to 19th Re-
port (4th Lok Sabha))
Action Taken

The above Recommendations deal with two cases of over-payment
10 the contractors _dqe to over-assessment of value of works (a) contract
for constructing buildings and (b) contract for provision of fencing. ‘The
position of recovery of the dues from the contractors in terms of the arbi-
tration awards and of the disciplinary action against those considered res:
ponsible is indicated in the succeeding paras.

2. In so far as the recovery of dues amounting to Rs. 76,988 /- from the
contractors is concerned, the same is still outstanding as the Courts in

which the awards were filed, have not so far passed decrees in terms of
the awards,

3. As regards disciplinary aspect, the following officers have been held
¥esponsible in the case of the contract for constructing buildings: —
(i) the then Garrison Engincer (Retired),
(i) the then Assistant Garrison Engineer.
(iii) One Supdt. B/R Gde I (the then Ofig. AGE).
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As intimated earlier to the PAC, no departmental action could be
taken against the Garrison Engineer as he retired from service on 19th
July, 1969, before the Board proceedings finalised on 26-5-1969 were re-
ceived in the Ministry on 15-12-1969 and the default occurred more than
4 years ago (vide Regulations 351-A of the Civil Service Regulations).
However, the question whether his pension may be reduced on the ground
that his service has not been thoroughly satisfactory is under considera-
tion, As regards the Assistant Garrison Engineer, his defence statement to
the show-cause notice issued by the Ministry, has been reccived and the
matter is under examination. About Supdt. B/R Gde 1, the disciplinary
action against him has since been finalised by the Chicf Engineer, and he
has been awarded the penalty of ‘Censure’. .

4. In the case of contract for ﬁrovision of fencing, the latest position
of the disciplinary action against the officers and subordinates involved is

as under:
Officer{subordinate Nature of ‘zli;z:ipliuury action laken or being
en
N

(i) tho then GE j ‘. .. .. The defence statements to the show cause

(ii) the then AGE noticos issued to them have been received
with the recommendation of the Army HQs
and the matter is under examination by the
Ministry.

(iii) One Surveyor Asstt. Gde, 1 .. .. Recordable warning issued.

(iv} One Surveyor Asstt. Gdo. I .. .. With-holding of increments for three years
with non.cumulative effect.

{v) One Supdt. B/R Gde. 11 . .. With-holding of increments for three years

with non-cumulative effect.

5. A further note will be sent to the PAC on the recovery of the dues
from the contractors as well as on the disciplinary cases in due course.

6. DADS has scen.

[Ministry  of  Defence wo. No.o 200 63 D(Works-11)  dated
19-901970.)

Further Information

In continuation of this Ministry's wo. No. 2(3) 68 'D(W-II), dated
19-9-1970, forwarded to the Lok Sabha Secretariat under O.M. No. F.11(3)/
70/ D(Budget), dated 25-9-1970.

2. In so far as the recovery of dues amounting to Rs. 76,988/- from
the contractors is concerned, the cases are still pending in the Courts.

3. As regards the disciplinary action in the caw of contract for con-
structing buildings—

(i) in respect of the then Garrison Enginecr (Retd.), it has been
decided after an assessment of his record of service and in con-
sultation with the Central Vigilance Commission, to treat his
entire service as satisfactory;

(i) in respect of the then Asstt, Garrison Engineer the disciplinary
action is still under consideration.
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‘4. As regard the disciplinary action in the case of contract for provi-
sion of fencing, in respect of the then Garrison Engineer and the then
Asstt. Garrison Engineer, it has been decided to impose the penalty of
reduction of their present pay by two stages in the time scale of pay for
a period of two years with cumulative effect. Government orders to that

effect have been issued on 21-11-1970.

5. A further note will be sent to the P.A.C. in due course in regard to
(i) cases pending in the Courts, and (ii) the disciplinary action against the
Asstt. Garrison Engineer, referred to in para 3(it) above.

6. D.A.D.S. has seen.

[Ministry of Defence u.0. No. 2(5)/68/D(Works-ll) dated 13th
April, 1971.)

ERA SEZHIYAN,
Chairman,
Public Accounts Committee.
NEw DELHI;

Aiugust 31, 1971
Bhadra 9, 1893 ()



APPENDIX

Summary of main Conclusions/ Recommendations

Serial Part No. Ministry/Department

Conclusions/Recommendations

No of Report concerned
1 2 3 4
1 1-4 Ministry of Defence

W

1-8 Mmistry of Defence
Ny
H h"

1-11 Ministry of Defence

The committee hope that the final replies in respect of those recommendations
to which only interim replies have so far been furnished, will be submitted to
them expeditiously after getting them vetted by Audit.

The Committee find that a production target of 8 units of the weapon per month
which was originally scheduled to be achieved by November, 1967 is now ex-
pocted to be reached only by 1973-74. The Committee are unhappy over
retarded production of the weapon. They would like Government to take
effective steps to accelerate the rate of production. : :

The Committee feel that while Government may have reasons for not holding
the collaborator responsible for the delay in production in this case, they
should bave a built-in safeguard in future collaboration agreements against
possible delay and shortfall in production attributable to the collaborator.
Accordingly they wish to reiterate that Government should examine forthwith
what eafeguards should be provided for in such agreements so that the colla-
borator gets a stake in ensuring that contemplated production targets are
achieved accordingto the schedule. The Committee have pointed out the nece-
ssity of issuing instructions in this regard to all the ministries elsewhere in this
report.

eor
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2 3 4

T

1-14 Ministry of Defence The Committee hote that the incidence of rejection in subsequent production
has been rare. They hope that shortcomings, if any, have been rectified and
that there will be no further failure of the fuzes.

1-17 Ministry of Defence The Committee note that so far only 500 rounds have been rectified by the
firm and that rectification of & further quantity of 19,904 rounds is in progress.
They hope that rectification of the remaining quantity will be taken up eatly.

The progress made in this regard may be intimated to them.

1-18 Ministry of Defence The Committes would like Government to examine whether necessary safe-
guards could be provided for m agreements for large supply of ammunitions 8o
that in caso they were found defective on ‘check-proof’, the supplying firm

would be responsible for replacing/rectifying them st their own cost. The
Committec would, however, emphasise that the ‘check-proof’ should be carried
out at the earliest opportunity.

1-19 Ministry of Defence The Committee note that range and accuracy test do not form part of final
' acceptance tests.

In view what has happened in this case the committee would suggest that
suitable and adequate tests chould be carried out before final acceptance,
as procurement of defective ammunitions due to inadequacy of tests or
otherwise not only entails ginancial loss but also endangers the safety of the
nation.

P01
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11

12

1-22  Mnistry of Defenee

1-26 Ministry of Foreign Trade/

Ministry of Defence

1-28 Mmistry of Defence

1-3

—

Ministry of Defence

1-32 Ministry of Defence

The Committee desire that Government might also issue general instructions
in this regard for future guidance of all the Ministries entering into agreements
with foreign collaborators as this problem is likely to be encountered wherever
foreign collaboration is sought for by Government.

The Committee from the reply furnished by Government feel that the instruc-
tions issued were in general terms. In their opinion Government should lay
down well-defined guidelines in detail covering matters of priority, delivery
and pricing in respect of Government requirements, particularly that of
Defence, ta  be followed by S.T.C. and M.M.T.C. They would, therefore,
urge Governmient to issue comprehensive instruetions on the subject and
inform them.

The Conurittee note that *Special measures are being taken to supply the vital
spares for the repair of the tractors”. They wish this had been attended to early.
They hope that with these measures the tractors will be repaired and put
on the road soom. They would, however, like to be informed of the latest posi-
tion regarding the supply of spares, repairs done and the number of tractors
still off-road.

The Committee note that action is being taken by Government on their
suggestion contained in paragraph 3-7 of the Hundred and Nineteenth
Report (Fourth Lok Sabha). They would like the re-investigation to be con-
ducted expeditiously und appropriate action taken on the findings.

As admittedly there has been inadequacy of supervision of work in this case,
the committee hope that Government would in future take the elementary
precaution of strengthening the supervision of emergent works to obviate the
greater risk of substandard work being done on account of haste.

- - — T

Q01



APPENDIX —concld.

13 1-35 Ministry of Defence The Committee are unable to accept Government’s view with {to re-
tention of all surplus land against futurerequirements indefinitely and would
like to stress that lands which are not required in  the foreseeable future
against specific prajects should be disposed of as early as possible. This quees-
tion should be gone into by a high level Committee.

14 1-36 Ministry of Defence The Committes;would further like Government to investigate as- to why the

construction of the bomb dump conceived in February, 1964 could not * be
taken up even by January, 1969.

13 (D)BLES— 1850 16-12.71— GIPS

901






